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The cover picture is of the Active Living & Recreation Center Addition to the existing War Memorial 
Building in Jim Barnett Park.  Construction was completed in November 2008.  The 21,000 square foot 
addition includes a full size and half size gymnasium, a social hall, a commercial kitchen, meeting rooms, 
office space, a covered portico, new restrooms, and expanded parking.  During the construction, many 
upgrades were made to the existing War Memorial Building.  These upgrades include: new tile flooring, 
expanded lobby space, a new patio, new customer service desk, new lighting, renovated office spaces and 
renovations to the existing restrooms.   
 
The facility was designed with function in mind.  The facility hosts the Shenandoah Area Agency on Aging 
and its Meals on Wheels program, private meetings and gatherings, and various activities including athletic 
events and activities, special events, and trade shows.  The Social Hall space is linked to a backup generator 
and can be used during emergencies as a shelter or command center for emergency management.   The 
Social Hall also boasts a spectacular view looking out over beautiful Jim Barnett Park.  The City gratefully 
thanks Ms. Amy Simmons for the use of her photography for this cover. 
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City of Winchester, Virginia      
Managements Discussion and Analysis 
Fiscal Year Ended June 30, 2009 
 
 
This section of the City of Winchester’s (the City’s) annual financial report presents an overall review of 
the City’s financial activities for the fiscal year ended June 30, 2009. Please review all documentation in 
conjunction with the City’s financial statements and the transmittal letter for an overall picture of the City’s 
financial performance as a whole.  
 
Financial Highlights  
 

• The assets of the City of Winchester, on a government-wide basis excluding component units, 
exceeded its liabilities at the close of fiscal year 2009 by $28.0 million (net assets). 

• The City’s total net assets increased approximately $5.8 million over the course of this year’s 
operations.  Net assets of governmental activities increased $2.0 million and net assets of 
business-type activities increased $3.8 million over the prior year.  The increase in net assets by 
the governmental activities is the result of a reduction in long-term liabilities due to debt 
repayment.  

• At the end of the current fiscal year, the City’s governmental funds reported combined ending 
fund balances of $23.6 million, a decrease of $7.0 million in comparison with the prior year.  
Approximately 98% of this amount, $23.2 million, is available for spending at the government’s 
discretion (undesignated fund balance). 

• As of the close of the current fiscal year, the unreserved fund balance of the City’s general fund 
was $20.1 million, a decrease of $6.2 million in comparison with the prior year.  This amount 
represents 26.7% of total general fund expenditures.     

• The City’s total debt increased by $18.0 million, or 13.0%, during the current fiscal year due to the 
issuance of new debt for utility construction projects. 

 
Overview of the Financial Statements 
 
This discussion and analysis are intended to serve as an introduction to the City’s basic financial 
statements. The City’s basic financial statements comprise three components: 
 

• Government-wide financial statements 
• Fund financial statements 
• Notes to financial statements 

 
This report also contains other supplementary information in addition to the basic financial statements 
themselves.  
 
Government-wide financial statements.  The government-wide financial statements are designed to 
provide readers with a broad overview of the City’s finances in a manner similar to a private-sector 
business.   
 
The statement of net assets presents information on all of the City’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 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 event giving 
rise to the change occurs, regardless of the timing of related cash flows.  Thus, revenues and expenses 
are reported in the statement for some items that will only result in cash flows in 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 that are principally 
supported by taxes and intergovernmental revenue (governmental activities) from other functions that are 
intended to recover all or a significant portion of their costs through user fees and charges (business-type 
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activities). The governmental activities of the City include: general government; judicial administration; 
public safety; public works; health and welfare; and recreation and cultural.  The business-type activities 
of the City include water and sewer and bus operations.  
 
The government-wide financial statements include not only the City itself (known as the primary 
government), but also a legally separate school district and a legally separate parking authority for which 
the City is financially accountable. Financial information for these component units is reported separately 
from the financial information presented for the primary government itself.  
 
Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The City, like other state and 
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. All of the funds of the City 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 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 City’s near-term financing decisions. Both 
the governmental fund balance sheet and the governmental statement of revenues, expenditures, and 
changes in fund balances provide a reconciliation to facilitate this comparison between governmental 
funds and governmental activities.  

 
The City maintains fourteen 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 balance for the general fund, which is considered a major fund.  Data from the other 
thirteen governmental funds are combined into a single, aggregated presentation.  Individual fund data for 
each of these nonmajor governmental funds is provided in the form of combining statements elsewhere in 
this report. 
 
The City adopts a biennial appropriated budget for its governmental funds. A budgetary comparison 
statement has been provided for the governmental funds to demonstrate compliance with this budget.  

 
Proprietary funds.   The City maintains two different types of proprietary funds.  Enterprise funds are 
used to report the same functions presented as business-type activities in the government-wide financial 
statements.  The City uses enterprise funds to account for its water and sewer operations and for its bus 
service.  Internal service funds are an accounting device used to accumulate and allocate costs internally 
among the City’s various functions.  The City uses internal service funds to account for its employee 
benefits program, equipment maintenance operation and other post-employment benefits.  Because 
these three functions predominantly benefit governmental rather than business-type functions, they have 
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 proprietary fund financial statements provide separate information for the Water and 
Sewer Fund (a major fund) and the Bus Service Fund (a nonmajor fund).  Conversely, the internal service 
funds are combined into a single, aggregated presentation in the proprietary fund financial statements.  
Individual fund data for the internal service funds is provided in the form of combining statements 
elsewhere in this report. 
 
Fiduciary Funds.  Fiduciary funds are used to account for resources held for the benefit of parties 
outside the government. Fiduciary funds are not reflected in the government-wide financial statements 
because the resources of those funds are not available to support the City’s own programs.  The City has 
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four fiduciary funds: the Northern Shenandoah Valley CSA Trust Fund, Special Welfare Fund, 
Northwestern Regional Jail Authority Construction Fund, and Northwestern Regional Juvenile Detention 
Center Fund. The accounting used for fiduciary funds is much like that used for proprietary funds. 

 
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 24-51 of this report. 
 
Other information.  In addition to the basic financial statements and accompanying notes, this report 
also presents certain required supplementary information concerning the City’s progress in funding its 
obligation to provide pension benefits to its employees.  Required supplementary information can be 
found on page 52 of this report. 
 
The combining statements referred to earlier in connection with nonmajor governmental funds and 
internal service funds are presented immediately following the required supplementary information on 
pensions.   
 
Government-wide Financial Analysis 
 
As noted earlier, net assets (assets in excess of liabilities) may serve over time as a useful indicator of a 
government’s financial position. Table 1 shows that the primary government’s assets exceeded liabilities 
by $28.0 million at the close of fiscal year 2009.    
 
The City’s net assets reflects its investment in capital assets (e.g., land, buildings, machinery, and 
equipment), less any related debt used to acquire those assets that is still outstanding.  The City uses 
these capital assets to provide services to citizens; consequently, 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 these liabilities.   
 

2009 2008 2009 2008 2009 2008 2009 2008
Assets
Current and other assets 34.8           41.4$         23.3$         11.9$         58.1$         53.3$         10.6$         23.2$         
Capital assets 63.6           60.1           76.0           57.8           139.6         117.9         114.8         106.0         
Total Assets 98.4           101.5         99.3           69.7           197.7         171.2         125.4         129.2         

Liabilities
Current and other liabilities 13.4           13.6           6.2             3.9             19.6           17.5           5.9             10.3           
Long-term liabilities 99.3           104.2         50.8           27.3           150.1         131.5         3.1             2.4             
Total Liabilities 112.7         117.8         57.0           31.2           169.7         149.0         9.0             12.7           

Net Assets
Invested in capital assets,
net of related debt 44.6           42.3           36.8           35.0           81.4           77.3           112.4         106.0         
Restricted 0.1             0.1             -             -             0.1             0.1             1.8             3.7             
Unrestricted net assets (59.0)          (58.7)          5.5             3.5             (53.5)          (55.2)          2.2             6.8             

Total Net Assets-as 
adjusted (Note 19) (14.3)$        (16.3)$        42.3$         38.5$         28.0$         22.2$         116.4$       116.5$       

Total Primary
Government

Governmental 
Activities Activities

Business-Type

Table 1
City of Winchester's Net Assets
Fiscal Year ended June 30, 2009

(in millions)
Component Unit

School Board

 
Governmental activities.    As shown in Table 2, net assets for governmental activities increased from 
$(16.3) million at the end of FY2008 to $(14.3) million at the end of FY2009.  The major reason for the 
increase is due to the fact that the City reduced its debt liability.   The City, as required by GASB 34, 
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reports its liability for the repayment of the debt associated with the construction of school facilities under 
the governmental activities category.  The City, not the School Board, is obligated for the debt.  The 
related capital assets are presented under the Component Unit – School Board.   
 
If the debt related to the construction of schools was not presented in governmental activities, the net 
assets for the governmental activities would be $72.9 million and the total net assets for the primary 
government would be $115.2 million.   
 

2009 2008 2009 2008 2009 2008 2009 2008
Revenues
Program Revenues

Charges for services 3.9$        3.7$        18.0$      16.0$      21.9$      19.7$      1.0$        1.0$        
Operating grants and contributions 8.9          9.3          0.6          0.5          9.5          9.8          19.6        18.0        
Capital grants and contributions 1.8          0.7          3.4          0.2          5.2          0.9          1.4          7.5          

General Revenues
Property taxes 34.2        33.3        -          -          34.2        33.3        -          -          
Sales taxes 8.0          9.8          -          -          8.0          9.8          -          -          
Other taxes 17.2        18.0        -          -          17.2        18.0        -          -          
Grants and contributions not
   restricted to specific programs 3.6          3.7          -          -          3.6          3.7          -          -          
Unrestricted investment earnings 0.5          1.4          0.1          0.3          0.6          1.7          0.2          1.1          
Other 0.6          0.5          -          -          0.6          0.5          29.1        30.7        
     Total revenues 78.7$      80.4$      22.1$      17.0$      100.8$    97.4$      51.3$      58.3$      

Expenses
General government administration 4.6          5.0          -          -          4.6          5.0          -          -          
Judicial administration 2.7          2.0          -          -          2.7          2.0          -          -          
Public safety 18.3        16.8        -          -          18.3        16.8        -          -          
Public works 7.1          7.9          -          -          7.1          7.9          -          -          
Health and welfare 7.6          7.7          -          -          7.6          7.7          -          -          
Education 27.9        31.8        -          -          27.9        31.8        51.4        48.6        
Parks, recreation and culture 3.4          3.0          -          -          3.4          3.0          -          -          
Community development 1.9          2.2          -          -          1.9          2.2          -          -          
Interest on long-term debt 4.6          4.6          -          -          4.6          4.6          -          -          
Water and sewer -          -          16.0        14.4        16.0        14.4        -          -          
Bus service -          -          0.9          0.8          0.9          0.8          -          -          
     Total expenses 78.1        81.0        16.9        15.2        95.0        96.2        51.4        48.6        

Increase (decrease) in net assets
before transfers 0.6          (0.6)         5.2          1.8          5.8          1.2          (0.1)         9.7          
Transfers 1.4          1.8          (1.4)         (1.8)         -          -     -              -              

Increase (decrease) in net assets 2.0          1.2          3.8          -          5.8          1.2          (0.1)         9.7          
Net Assets - beginning

as adjusted (Note 19) (16.3)       (17.5)       38.5        38.5        22.2        21.0        116.5      106.8      
Net Assets - ending (14.3)$     (16.3)$     42.3$      38.5$      28.0$      22.2$      116.4$    116.5$    

Activities Activities Government School Board

(in millions)

Changes in the City of Winchester's Net Assets
Table 2

Component UnitGovernmental Business-Type Total Primary

Fiscal Year ended June 30, 2009

 
As shown in Table 2, the City’s revenues from governmental activities totaled $78.7 million for FY2009, a 
decrease of $1.7 million from FY2008.  As shown in Figure A, the City received 75.5% of its revenue from 
taxes.  The major source of revenue for the City was property taxes ($34.2 million or 43.5%), composed 
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of real estate, personal property taxes, and machinery and tools taxes.  The City’s assessed value of 
taxable real property for FY2009 decreased by approximately 11.6% from the prior year, due to the 
decline in residential property values.   While property taxes increased $0.9 million from the prior year, all 
other general revenues sources decreased by approximately $3.5 million due to the slowing economy.   
 
The City’s expenses from governmental activities totaled $78.1 million (Table 2) for the fiscal year ended 
June 30, 2009, a decrease of $2.9 million from the prior year.   As shown in Figure B, education was the 
largest expense at $27.9 million or 35.7%, a decrease of $3.9 million from FY2008.  This decrease in 
education expense is due to a decrease in the City’s transfer of bond proceeds to the School Board to 
fund school construction.  Public safety was the second largest expense at $18.3 million or 23.4%.   
 
Figure A 
Revenues by Source – Governmental Activities 
 

 
 
 
Figure B 
Expenses and Program Revenues – Governmental Activities 
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Business-type activities.  The City’s business-type activities include the water and sewer fund and the 
bus service fund.  The net assets of these business-type activities totaled $42.3 million (Table 2) an 
increase of $3.8 million from the prior year.  As shown in Figure C, the major revenue source for the 
business-type activities is charges for services, including water and sewer utility and transit fees, which 
totaled $18.0 million or 81.4% of the total revenues for business-type activities.  Capital grants and 
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contributions increased 3.2 million from the prior year mainly due to an increase in contributed capital in 
the form of water & sewer infrastructure to the City.  Expenses of the business-type activities totaled 
$16.9 million (Table 2) an increase of $1.7 million from the prior year.   This increase in expenses is due 
to increased costs associated with the water and sewer operations. 
 
Figure C 
Revenues by Source – Business-type Activities 
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Figure D 
Expenses and Program Revenues – Business-type Activities 
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Financial Analysis of the City’s Funds 
 
The City of Winchester uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. 
 
Governmental funds.  The focus of the City’s governmental funds is to provide information on near-term 
inflows, outflows, and balances of spendable resources.  Such information is useful in assessing the 
City’s financing requirements.  In particular, unreserved fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of the fiscal year.   
 
For the fiscal year ended June 30, 2009, the City’s governmental funds reported combined fund balances 
of $23.6 million, a decrease of $7.0 million in comparison with the prior year.  Approximately $23.2 million 
of the combined total fund balances constitutes unreserved fund balance, which is generally available for 
spending at the City’s discretion.   
 
The general fund is the chief operating fund of the City.  For the fiscal year ended June 30, 2009, the 
unreserved, undesignated fund balance of the general fund was $20.1 million, while total fund balance 
reached $20.5 million.  Unreserved, undesignated fund balance represents 26.7% of total general fund 
expenditures, as a measure of the general fund’s liquidity.  
 
The fund balance of the City’s general fund decreased by $6.2 million during the current fiscal year.  Key 
factors for the decrease include: 
 

• The allocation of $1.7 million reserves for capital improvement projects, such as traffic flow 
improvements downtown and on Loudoun Street and Papermill Road. 

• General revenue taxes, including property taxes and sales tax fell short of budget projections 
by $2.4 million due to the current economic downturn.    

• The allocation of reserves to support Police and Sherriff salary increases, local matches for 
grant awards and to fund other increased operating costs.     

 
Proprietary funds.  The City’s proprietary fund statements provide the same type of information found in 
the government-wide financial statements, but in more detail.  Unrestricted net assets of the City’s water 
and sewer fund for the fiscal year ended June 30, 2009, amounted to $5.5 million, an increase of $2.1 
million from the prior year.  The increase in the water and sewer can be mainly attributed to bond 
proceeds related to construction projects.  Unrestricted net assets of the City’s bus service fund 
amounted to $0.2 million, the same as the prior year.  The total increase in unrestricted net assets for 
both funds was $2.1 million.   
 
General Fund Budgetary Highlights 
 
City Council revised the City budget three times over the course of the year.  The difference between the 
original budget and the final amended budget for the general fund was an increase of $2.0 million for the 
completion of capital projects from FY2008. 
 
Actual revenues fell short of final budget amounts by $2.4 million, while actual expenditures were $3.0 
million less than final budget amounts.  Highlights of the comparison of final budget to actual figures 
include the following: 
 

• General Property taxes fell short of estimated revenues by $1.0 million, due to decreased 
collections in real estate and personal property taxes. 

• Other local taxes fell short of estimated revenues by $1.2 million, mainly due to the 
decreases in sales, communications, and meals tax revenue. This decrease is the result of 
the slowing economy and the growth in retail in the surrounding areas. 

• Revenues from recovered costs exceeded estimated revenues by $0.5 million, due to a 
refund of landfill charges. 

• Actual combined general government, public safety, public works, heath and welfare, and 
parks, recreation and cultural, expenditures were $1.2 million less than budgeted amounts 
resulting primarily from savings in personnel costs due to managed position vacancies. 



 

10

 
Capital Assets and Debt Administration 
 
Capital assets.  The City of Winchester’s investment in capital assets for its governmental and business-
type activities as of June 30, 2009, amounts to $139.6 million net of depreciation, which represents an 
increase of $21.7 million, or 18.4% over the prior year. This investment includes land, buildings, 
improvements, water and sewer distribution systems, roads and bridges, and machinery and equipment.  
More detailed information regarding the City’s capital assets can be found in Note 8 to the financial 
statements.  
 
Major capital asset events during the fiscal year included the following: 
 

• Completion of the Active Living Center project totaled $5.5 million. 
• Work in progress on the replacement of water and sewer lines and the renovation of the Percy D. 

Miller Water Treatment Plant; construction in progress at June 30, 2009 totaled $15.7 million.  
• Developer conveyance of infrastructure totaled $2.6 million. 

 
Table 3 summarizes the City’s capital assets as of June 30, 2008 and 2009. 
 
Table 3

(net of depreciation)

2009 2008 2009 2008 2009 2008
Land 3,205,485$     3,205,485$      $    1,451,070  $    1,451,070 4,656,555$        4,656,555$        
Construction in progress 3,763,873       4,971,790            20,136,186        4,354,933 23,900,059        9,326,723         
Buildings 21,391,842     15,447,342            2,751,776        2,228,565 24,143,618        17,675,907        
Improvements other than buildings 2,328,617       2,514,540                     6,351               6,806 2,334,968         2,521,346         
Infrastructure 28,717,608     29,488,122          49,616,023      47,997,083 78,333,631        77,485,205        
Machinery & Equipment 4,210,667       4,489,387       2,039,221       1,798,543       6,249,888         6,287,930         

Total Capital Assets 63,618,092$   60,116,666$   76,000,627$   57,837,000$   139,618,719$    117,953,666$    

Activities Activities Government

City of Winchester's Capital Assets

Fiscal Year ended June 30, 2009
Governmental Business-Type Total Primary

 
Long-term debt.  As shown in Table 4, the City of Winchester had total bonded debt outstanding of 
$155.3 million, for the fiscal year ended June 30, 2009, an increase of $18.0 million from the fiscal year 
ended June 30, 2008.  This entire amount is backed by the full faith and credit of the City, with $52.2 
million of the total being repaid by the City’s business-type activities.  
 
For the fiscal year ended June 30, 2009, the City retired $7.1 million of outstanding principal and issued 
$25.1 million of new long-term debt.  The City issued $25.1 million of revenue bonds to fund utility 
projects.  More detailed information regarding the City’s long-term debt can be found in Note 10 to the 
financial statements. 

Table 4

2009 2008 2009 2008 2009 2008
General Obligation Bonds 103,190,415$           108,829,805$            $        52,203,114 $        28,523,974 155,393,529$            137,353,779$            
    Total Outstanding Debt 103,190,415$           108,829,805$            52,203,114$         28,523,974$        155,393,529$            137,353,779$            

Activities Activities Government

City of Winchester's Outstanding Debt
Fiscal Year ended June 30, 2009

Governmental Business-Type Total Primary

 
 
The City’s General Obligation Bonds in prior bond issues have been rated AA by Standard & Poor’s 
Corporation, and Aa3 by Moody’s Investors Service.  The legal debt margin of the City is 10% of the total 
assessed valuation of the real estate within the City, which is subject to local taxation.  The limitation 



 

11

complies with Article VII, Section 10(a) of the Constitution of Virginia, 1971, and Section 15.1-176 of the 
Code of Virginia, 1950, which defines the limitation on outstanding indebtedness that may be incurred by 
cities.  Based on 10% of the assessed value of real property, the City’s legal debt limit is $302.5 million.  
As of June 30, 2009, the City’s total debt applicable to the limitation totaled $128.7 million, leaving a legal 
debt margin of $173.8 million.    
 
Economic Factors and Next Year’s Budgets and Rates 
 

• The City of Winchester is currently preparing an Economic Development Master Plan and is in 
the process of updating the current Comprehensive Plan.  The goal described in both of these 
new plans is to attract young professionals, and families headed by individuals over the age of 
55.  These are the two largest growing population segments in the country, with the largest 
amounts of disposable income and the minimal impact on municipal services.  Our plans call for 
major changes in land use to allow for more mixed use development and increases in housing 
density with the hope that these changes will allow for the development of appropriate housing 
and work environments required to attract these population segments.  These two populations 
groups will help provide a skilled workforce for future employment, particularly in our growing 
health services industries, along with providing market support for our retail and service sectors. 

• The City continues to upgrade our current infrastructure to assure our capacity for growth and to 
improve our transportation networks.  Currently the city is replacing the water and sewer system 
in the downtown area and simultaneously converting one way traffic to two way.  These changes 
in traffic patterns should enhance the traffic flow into our core downtown area and water and 
sewer upgrades should allow for more intense use of the real property located there.   

• The City will be implementing water and sewer rate increases each year during the next three 
years to finance the additional debt service for water and sewer infrastructure improvements.  
The rate increases are planned to go into effect June 1 of each year.  At present, the estimated 
annual rate increase will be approximately 12.5%.  

• For the month of June 2009, the City’s unemployment rate was 8.7%, compared to the State’s 
7.3% and Federal rate of 9.7%. 

• The City amended it’s Charter to go from a biennial budget to an annual budget effective with the 
FY 2010 budget. 

 
Contacting the City’s Financial Management 
 
This financial report is designed to provide citizens, taxpayers, customers, investors, and creditors with a 
general overview of the City’s finances and to demonstrate the City’s accountability for the funds it 
receives. If you have questions about this report or need additional financial information, contact the 
Director of Finance, City of Winchester, 15 N. Cameron Street, Winchester, VA 22601. 
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