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OPEN MEETING

9:30 a.m. Call to order, roll call, and welcome to visitors
MOTION:  Toamend/adopt agenda

Roll Call
Special Business

SB-1 Discussion of financial matters relating to the Comprehensive Annual Financial Report
for FY2015, FY2016 and FY2017—Auditor of Public Accounts Office

SB-2 Discussion of financial matters relating to the budget FY2015, FY2016 and FY2018—
Office of the State Inspector General (OSIG is attending this meeting as a guest, and is
neither a presenter nor participant)

SB-3 Discussion of financial matters relating to the Comprehensive Annual Financial Report
for FY2015—Cherry Bekaert

SB-4  Discussion of the fiscal stress survey—Auditor of Public Accounts Office
SB-5 Discussion of the FY2018 budget, including MUNIS applications
SB-6 Discussion of the FY2018 budget resolution

CLOSED MEETING
MOTION: To go into closed meeting for (1) discussion of performance of specific
appointees of city council (city manager); and (2) consultation with legal counsel employed
or retained by city council related thereto and regarding specific legal matters requiring
the provision of legal advice by such counsel, in accordance with Virginia Code 8§ 2.2-3711
(A) (1) and (8), respectively.



mailto:info@hopewellva.gov
http://www.hopewellva.gov/

RECONVENE OPEN MEETING

CERTIFICATION PURSUANT TO VIRGINIA CODE § 2.2-3712 (D): Were only public
business matters (1) lawfully exempted from open-meeting requirements and (2) identified in the
closed-meeting motion discussed in closed meeting?

Roll Call
Adjournment
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June 23, 2015

The Honorable Members of City Council
City of Hopewell, Virginia:

TO THE HONORABLE MEMBERS OF CITY COUNCIL:

The Comprehensive Annual Financial Report of the City of Hopewell, Virginia (the
City) for the year ended June 30, 2014 is hereby submitted. Responsibility for both
the accuracy of the data and the completeness and fairness of the presentation,
including all disclosures, rests with management of the City. To the best of our
knowledge and belief, the enclosed data is accurate in all material respects and is
reported in a manner designed to present fairly the financial position and results of
operations of the various funds of the City. All disclosures necessary to enable the
reader to gain an understanding of the City’s financial activities have been included.

The City is required to undergo an annual single audit in conformity with the
provisions of the Single Audit Act of 1984 and U. S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments and Non-Profil
Organizations. Information related to this single audit, including the schedule of
federal financial assistance, findings and questioned costs, and independent
auditors’ reports on the internal control structure and compliance with applicable
laws and regulations are included in a compliance section.

The financial reporting entity includes all funds of the primary government (i.e., the
City), as well as the component units for which the City is financially accountable.
Effective June 30, 2003, the City implemented GASB Statement No. 34 of the
Governmental Accounting Standards Board titled Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments
Financial Reporting Entity. Statement No. 34 established new standards for defining
and reporting on the financial reporting entity. The most significant changes
resulting from the application of this statement was to include two additional
financial statements: Statement of Net Assets and Statement of Activities along with
management’s discussion and analysis.

The City is governed by the city manager-city council form of government, whereby
the city manager is responsible for carrying out the policy decisions of city council.
City department directors manage individual departments and report to the city
manager. Hopewell has two separate component units-Hopewell Schools and
Comprehensive Services Act Board.
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The City provides a full range of services. These services include police and fire protection; sanitation
services; health and social services; the construction and maintenance of roads, streefs, other
infrastructure, and recreational activities and cultural events. In addition to general government activities,
the operations of the Hopewell Regional Wastewater Treatment Facility are also part of the primary
government and included in the reporting entity.

ECONOMIC CONDITION AND OUTLOOK

Hopewell is located approximately 25 miles southeast of Richmond, Virginia, the state capital. The City
is considered developed out with respect to land use, except for several industrial zoned sites. Almost all
new residential development is fill-in because the City has no large undeveloped land parcels. Until such
{ime that the state General Assembly grants additional taxing authority, removes the annexation
moratorium, assumes funding responsibility for state mandated services or some combination thereof, the
City’s revenue potential will remain limited, Hopewell is reported as one of the top ten fiscally stressed
cities within the Commonwealth of Virginia.

The City has joined thirteen other Virginia cities to form the Virginia First Cities Coalition. This group is
gathering and providing dafa to the General Assembly on the needs and issues facing Virginia's older
inner cities. The issues facing this group are ugique to older inner cities and not counties in Virginia and
the General Assembly must address these problems. The City is poised for significant improvements in
economic development in the near future.

SIGNIFICANT EVENTS AND ACCOMPLISHMENTS
The kst below highlights some of the City’s achievements/events for 2014;

& The cpening of the Beacon Theatre in January 2014 was a major milestone for the City. This $4.5
million project will be a lasting legacy for all citizens and will facilitate many entertainment
options from concerts to plays and event space for business and family functions.

« Hopewell City Marina also received a $1.5 million facelift including new covered slips and a
marina store, two new boat ramps, new restrooms and shower facilities, and parking lot paving.

Finance
e The City began implementation of a new sofiware system to replace several of our current
software systems with one systemn to handle almost all of our departments’ operational and
reporting needs in one software system. The new system will enable better and timely financial
reporting, provide transparency in government by providing access to financial and tax
mformation from the web; will be less costly to maintain in staff’s time and annual maintenance
fee; and wil] increase operational efficiency within departments and the City as a whole.
Fire
s New Fire Chief Donald Hunter, Jr was hired and assumed command in June 2014.
HRWTF
s Awarded a 370 million design/build confract under the State PPEA requirements to Hopewell
Nutrient Partners for the design and construction to upgrade the Regional Facility to remove
nutrients,
¢ Received a $52 million Water Quality Improvement Grant (WQIF) from Virginia Department of
Environmental Quality (DEQ) for design and construction of the new plant upgrade to remove
nutrients, This upgrade will aid economic development opportunities for local industry by
treating the wastewater to a much higher level.
Neighborhood Assistance and Planning
¢ Coordinated the permitting and inspections needed for over 300 construction and development
projects such as: the new Weilness Pavilion at John Randolph Medical Center, demolition and
rebuild of former Langston Park site into the Summnait.
* The new guidelines manual developed for the Historic District was completed by the
Architectural Review Board.
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Police
e Virginia State Accreditation - Hopewell PD retained its status as the 85th Law Enforcement
Agency to be aceredited in the Commonwealth.
e Total major crime dropped 14%.
e Improvements to the Hopewell Animal Shelter were initiated in 2013 and construction on a new
wing will be completed in 2015.
Public Works
e Awarded contract for the design of two new public safety buildings for Police and Fire
Departments. Hopewell has not built a new Fire Station since 1928.
Recreation & Parks
e Physical improvement to the Community Center. New roof installed and pool painted.
e A ‘inclusive’ play area was installed at City Point Park with grant assistance for the local Civitan
Club as well a Kaboom grant.
Social Services
e City provided $1,539,000 in local funds to leverage over $57 million in state and federal
assistance to provide Medicaid coverage SNAP and TANF benefits to approximately 12,000 City
residents.
Tourism
e Tourism activities and operation of the Hopewell Visitor’s Center were contracted out to the
Hopewell/Prince George Chamber of Commerce in a joint venture with Prince George County.
This partnership is a win-win for both the County and the City by reducing costs with increased
levels of service to our visitors.

External partnerships include:

Hopewell On-line — Hopewell is among the Tri-City area governments with local information on the
Internet. Hopewell’s home page is constantly expanding to include not only information about local
government, but also links to their agencies, businesses, and organizations in Hopewell. It is a true
partnership effort; check it out at Atip://www.hopewellva.gov.

Internal partnerships include:

Vision Committee — This is a standing committee whose primary charge is selecting an “employee of the
quarter award™; “the spark plug award” which recognizes an individual for his/her contribution, and the
“touch of class award” which recognizes a group or team for its contribution to a problem solution.

ASP-PROS — City staff engaged in administrative function from a cross section of all departments
routinely meet to receive training and exchange ideas and networking.

FINANCIAL INFORMATION

City Management is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the City are protected from loss, theft, or misuse and to ensure that adequate
accounting data are compiled to allow for the preparation of financial statements in conformity with
generally accepted accounting principles. The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives arc met. The concept of reasonable assurance
recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the
valuation of costs and benefits requires estimates and judgments by management.

Single Audit
As a recipient of federal and state financial assistance, the City is also responsible for ensuring that an
adequate internal control structure is in place to ensure compliance with applicable laws and regulations
related to those programs. This internal control structure is subject to periodic evaluation by City
management.
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As part of the City’s single audit, tests are made to determine the adequacy of the internal control
structure, including that portion related to federal financial assistance programs, as well as to determine
that the City has complied with applicable laws and regulations. The results of the City’s single audit for
the fiscal year ended June 30, 2014 provided one instance of deficiencies in the internal control structure,
but no significant violations of applicable laws and regulations.

Budgetary Coutrols

The City maintains budgetary contrels. The objective of these budgetary controls is to ensure compliance
with legal provisions embodied in the annual appropriated budget approved by the City’s governing body.
Activities of the general fund and special revenue funds are included in the annual appropriated budget.
Project-length financial plans are adopted for the Capital Projects Funds. The level of budgetary control
(that is, the level at which expenditures cannot legally exceed the appropriated amount) is established at
departmental level within an individual fund. The City also maintains an encumbrance accounting system
as one technique of accomplishing budgetary control. Appropriations, except for encumbrances and
project-length capital projects, lapse at year-end,

As demonstrated by the statements and schedules included in the financial section of this report, the City
continues to meet its responsibility for sound financial management,

General Governmentol Functions

Total revenues from governmental funds, which include General, Special Revenue, and Capital Projects
plus the School Board and Comprehensive Services Act Board component units approximated
$100,069,000 in 2014. This represents a decrease of approximately $830,000 from last year. Property
taxes, other local taxes, and intergovernmental revenues accounted for approximately 90% of revenues in
the governmental funds,

Assessed real property valuations of $1,319,919,500 were consistent with the prior year. Property tax
collections were 93.02% of the tax levy, which is consistent with 97.55% from last year. The ratio of
total coilections (current and delinquent) to the current tax levy was 93.02%,

Total expenditures from governmental funds, which include General, Special Revenue, and Capital
Projects plus the School Board and Comprehensive Services Act Board component units approximated
$105,370,000 in 2014, This represents an increase of approximately $4,241,000, or less than 4%, over
2013,

Further detailed analysis of revenues and expenditures can be found in the Management Discussion and
Analysis section of this report

Fund Balances

Fund halances in the major operating funds were maintained at adequate levels, The General Fund
balance saw & dectease this year. The unassigned fund balance for the General Fund was $3,294,763 on
June 30, 2014, This represents a decrease of $2,815,319. Obligated fund balauces are: $106,019 for non-
spendable inventory, assigned fund balances include: $400,000 for cemetery perpetual care, $657,357 for
fire equipment replacement, $4,605,700 for rainy day emergency response, $878,866 for the self-
insurance fund, and $772,000 for next vear’s budget.

The Virginia Public Assistance Fund’s assigned fund balance was $280,29] at year end.

Capital Projects Fund expenditures amounted to $11,019,623 of which $4,190,524 was spent on
communify development and infrastructure improvements and $5,677,340 was for long-term debt service,

The Capital Projects Fund assigned fund balance at June 30, 2014 was $15,154,520 of which $5,78%,508
is assigned for bond proceeds for constraction projects.
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Proprietary Frnds

The City’s enterprise operations are comprised of four separate and distinct funds: the Regional
Wastewater Treatment Facility Fund, the Sewer Service Fund, the Solid Waste Fund, and the Beacon
Theater. Each activity is operated without any interfund transfers from the General Fund.

The Hopewell Regional Wastewater Treatment Facility Fund had a net gain of $3,049,362 for the year
ended June 30,2014, The Sewer Service Fund had a net loss of $782,977 with unrestricted net assets of
$18,478,896 as of June 30, 2014, The Solid Waste Fund had a net loss of $179,911, leaving unrestricted
net assets of $1,894,444 as of June 30, 2014. The Beacon Theater Fund had a net loss of $139,019 for the
year ended June 30, 2014.

Delt Administration

The ratio of bonded debt to assessed valuation of taxable real property and the amount of bonded debt per
capita are useful indicators of the City’s debt position to the City management, citizens, and investors.
This data for the City at the end of the 2014 fiscal year were as follows:

Ratio of debt
to assessed Debt per
Amount vahie capita
Bonded Debt $ 60,516,432 4,64% $2,679

Of the General Obligation bonded debt outstanding at June 30, 2014, $24,062,132 was School bonds,
$3,021,800 was School literary loans, and $33,432,500 reptesented City public improvement bonds. In
addition to the bonded debt, general long-term obligations of the City at June 30, 2014 include $990,359
for compensated absences, $583,868 for landfill closure maintenance costs, $4,899,178 for OPEB liability
and $230,082 in unamortized bond premium.

Prospects for the Future
City Council adopted a budget of $93,792,400 for its general governmental funds (General Fund, Special
Revenue Funds, Component Units, and Capital Projects Funds) for fiscal year 2014-15.

OTHER INFORMATION

Muanagement, discussion and Analysis

Further detailed analysis review of the City’s audited financial report can be found in the MD&A section
of this report. The purpose of the MD&A is for management to smmmarize and report activities in more
detail than you will find in the audit report, itself.

Independent Audit

State Statutes require an annual audit by independent certified public accountants. The accounting firm of
Cherry Bekaert LLP was selected by the City’s audit committee. In addition to meeting the requirements
set forth in state statutes, the audit also was designed to meet the requirements of the Single Audit Act of
1984 and related OMB Circular A-133. The independent auditors’ report on the general purpose financial
statements and combining and individual fund statements and schedules are included in the financial
section of this report. The independent auditors’ reports related specifically fo the single audit
requirements are included in the compliance section of this report.

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Cettificate of Achicvement for Excellence in Financial Reporting to the City of Hopewell for its
comprehensive anmual financial report for the fiscal year ended June 30, 2013. This was the twenty-
eighth consecutive year the City received this award.

n order to be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both generally
accepted accounting principles and applicable legal requirements.
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Report of Independent Auditor

To the Honorable Members of the City Council
City of Hopewell, Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Hopewell, Virginia (the “City"), as of and for the year ended June 30, 2014, 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 Respaonsibility 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 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 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, 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 discretely presented component
units, each major fund, and the aggregate remaining fund information of the City 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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Emphasis of Matter

As discussed in Notes 1 and 16 to the basic financial statements, the City adopted the provisions of
Governmental Accounting Standards Board Statement No. 65, ltems Previously Reported as Assets and
Liabilities, effective July 1, 2013. 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, budgetary comparison and retirement information and related notes on pages 18-25,
69-70 and 71-73, respectively, 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’s basic financial statements. The Introductory Section, Other Supplementary Information, 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 purposes of additional analysis as
required by 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 Other Supplementary Information 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 Other Supplementary
Information 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 23, 2015, 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 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.

%ﬁm o4

Richmond, Virginia
June 23, 2015
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City of Hopewell, Virginia

Management’s Discussion and Analysis
Year Ended June 30, 2014

The Honorable Members of City Council:

This section of the City of Hopewell, Virginia annual financial report presents our management
discussion and analysis of the City's financial performance during the fiscal year that ended on June 30,
2014. Please read it in conjunction with the transmittal letter at the front of this report and the City's
financial statements, which follow this section.

FINANCIAL HIGHLIGHTS {amounts rounded)

o Total net position was $60.4 million for the City's Primary Government. Of this total, $32.8 million
were for our business-type activities.

e In the City's business-type activities, operating and non-operating revenues equaled $22.4 million
while expenses were $21.1 million.

s The total cost of all the City's programs and services was $115.9 million.

» During this year, the net position of the City's governmental activities decreased by $1,080,102.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts — management's discussion and analysis this section, the basic
financial statements, required supplementary, and an opfional section that presents the combining
statements for non-major governmental funds and internal service funds. The basic financial statements
include two kinds of statements that present a different view of the City:

e The first two statements are the government-wide financial statements that provide both long-term
and short-term information about the City's overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the City
government, reporting the City's operations in more detail than the government-wide statements.

» The governmental funds statements tell how the general government services like public safety,
public works and social setvices were financed in the short term as well as what remains for
future spending.

» Proprietary fund statements offer short and long-term financial information about the activities
the government operates like businesses, such as the Regional Treatment Plant, Sewer Services,
and Solid Waste operations.

> Fiduciary fund statements provide information about the financial relationships — like the City's
Special Welfare Fund — in which the City acts solely as a trustee or agent for the benefit of
others, to who the resources in question belong.

The financial statements include notes that explain some of the information in the financial statements
and provide more detailed data. The statements are followed by a section of required supplementary
information that further explains and supports the information in the financial statements. Figure A-1
summarizes the major features of the City's financial statements, including the portion of the City
government they cover and the types of information they contain. The remainder of this overview
section of the management's discussion and analysis explains the structure and contents of each of the
statements.
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Figure A-|

Major Features of City of Hopewell Government-wide and Fund Financial Statements

Fund Statements

Government-wide

Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire City The activities of the Activities the City instances in which
governmert City that are not operates similar to the City is trustee or
{except fiduciary proprietary or private businesses: agent for someone
funds) fiduciary, such as solid waste, sewer else's resources
and the City's police, fire and parks | services
component units
Required = Statement of Net + Balance Sheet + Statement of Net = Statement of
financial Position e Statement of Position Fiduciary Assets and
Statermnents s Statement of Revenues, » Statement of Liabilities
Activities Expenditures, and Revenues, Expenses, | « Statement of
changes in Fund and Changes in Net Changes in
Balance Position Fiduciary Assets and
s Statement of Cash Liabilities
Flows
Accounting Accrual accounting Modified accrual Accrual accounting Accrual accounting
basis and and economic accounting and current | and economic and economic
measurement resources focus financial resources resources focus resources focus
focus focus
Type of All assets and Only assets expected All assets and All assets and
asset/liability Habilities, both to be used up and liabilities, both liabilities, both short-
information financial and capital, liabilities that come financial and capital, term and fong-term;
and short-term and due during the year or and short-term and the City's funds do
long-term sooner thereafter; no fong-term not currently contain
capital assets included capital assets,
although they can
Type of All revenues and Revenues for which All revenues and All additions and
inflow/outflow | expenses during vear, cash is received during | expenses during year, deductions during
of information | regardless of when or soon after the end of | regardiess of when year, regardless of

cash is received or paid

the year, expenditures
when goads or services
have been received and
payment s due during
the yvear or soon
thereafier

cash is received or
paid

when cash is received
or paid

Government-wide Statentents

The government-wide statements report information about the City as a whole using accounting
methods similar to those used by private-sector companies. The Statement of Net Position includes all
of the government's assets and liabilities. All of the cutrent year's revenues and expenses are accounted

for in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City's net position and how they changed. Net position
— the difference between the City's assets and liabilities — is one way to measure the City's financial

health or position.

¢ Over time, changes in the City's net position are an indicator of whether its financial health is

improving or detertorating, respectively.

¢ To assess the overall health of the City you need to consider additional non-financial factors such as

changes in the City's property tax base or the condition of the City's streets or roads.
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The government-wide financial statements of the City are divided into three categories:

Governmental activities — Most of the City's basic services are included here, such as the police,
fire, public works, parks, and social services departments, and general administration. Property
taxes and state and federal grants finance the biggest share of these activities.

Business-type activities — The City charges fees to customers to help it cover the costs of certain
services it provides. The City's Regional Treatment Plant, Sewer Services, and Solid Waste are
included here. The Beacon Theater is also included as a blended component unit in the Business-
type activities section of the government-wide financial statements.

Component units — The City includes two other entities in its report — The Hopewell City School
Board and the Comprehensive Services Act Board. Although legally separate, these "component
units" are important because the City is financially accountable for them and there is a financial
benefit/burden relationship with the City.

Fund Financial Statements

The fund financial statements provide more detailed information about the City's most significant funds
— not the City as a whole. Funds are accounting devices that the City uses to keep track of specific
sources of funding and spending for particular purposes.

Some funds are required by State law and others by legal requirements.
The City Council may establish other funds to control and manage meonies for particular purposes or
1o show that it is properly using certain taxes or grants.

The City has three kinds of funds:

Governmental funds — Most of the City's basic services are included in governmental funds, which
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out
and (2) the balances left at year-end that are available for spending. Consequently, the govermmental
funds® statements provide a detailed short-term view that helps you determine whether there are
more or fewer financial resources that can be spent in the future to finance the City's programs.
Because this information does not encompass the additional long-term focus of the government-wide
statements, we provide additional information at the bottom of the governmental funds statements,
or on the subsequent page, that explains the relationship (or differences) between them.

Proprietary funds — Services for which the City charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like government-wide statements, provide both short-term and
long-term financial information. In fact, the City’s enterprise funds (one type of proprietary fund)
are the same as its business-type activities, but provide more detail and additional information, such
as cash flows.

Fiduciary funds — The City is the trustee, or fiduciary, for the Special Welfare Fund. It is
responsible for these assets because of a trust arrangement; they can be used only for the trust
beneficiaries. All of the City's fiduciary activities are reported in a separate Statement of Fiduciary
Assets and Liabilities and Statement of Changes in Assets and Liabilities. These activities are
excluded from the City's government-wide financial statements because the City cannot use these
assets 1o finance its operations.
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FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

The City reports under accounting principles generally accepted in the United States of America
(GAAP), which requires the City to present comparative data for the Management’s Discussion and
Analysis (MD&A).

Table A-1 summarizes the City’s Statement of Net Position:

Table A-1
City of Hopewell, Virginia
Summary of Net Position
As of June 30, 2014
Taotal
Governmental Buginess-type Percentage
Activities Activities Todal Chanpe
2013 2014 i0i3 2014 2013 2014 2013-2014
Curent @l afher assets £31,455,563 £46,266,726 £32,012,305 $30,6%1,408 563,467,568 76,948,134 21.24%
Captinl assets 62,263,252 61,335,535 39474 38% 41,970,850 1601 742 646 103,304,385 1.54%
Totsl Asseis 93,723,815 107,602,261 71,486,693 72,652,258 165,210,508 180,254,519
Current | ighifitics 6,614,335 5,939,344 4,640,134 5538945 11,250,519 151,478,289 2.0%
Long-tom Habilities 57,936,958 064,020,848 35,306,140 34267821 23,263,098 98,294,009 5.40%
Total Lialtlities 64,567,343 68,966,192 30946274 39.306,766 104,513,617 109,772,958
Dafrrad [nflows of Resources - 10,035,390 - 43,603 - 10,672,083 £00.00%
Net Position:
Nct Invesiment in capital assets 8,237,548 @ 206,936 5,573,075 11,156,352 13,810,623 20963 288 51.79%
Restricted 472,833 464,911 - - 472,833 464,211 (1.68%)
Uurestricted 20,446,001 17,328,832 25,967 344 21,645,447 46,413,435 38,074,279 (16.63%)
Total Net Position $29,156,472 $27,600,679  $31,540419 532,801,759 560,696,891 $60,402,478

Total net position decreased approximately $1.1 million during the current fiscal year for the City's
governmental activities.

Total net position increased approximately $1.9 million for the business-type activities. These resources
are not used to make up any net asset deficit in governmental activities. The City uses its net position to
finance the continuing operations of the solid waste and sewer operations.

Changes in Net Position
Table A-2 and the narrative that follows will consider the operations of the governmental and business-
type activities, separately.

Governmental Activities
Total governmental activities revenues decreased by 1% over 2013. At the same time, expenses

increased by 9% over 2013. The combined revenues and expenses created a decrease in net position of
$1,080,102.

Business-type Activities
Charges for services of the City’s business-type activities increased 13%, and expenses increased by
16%. The combined revenues and expenses created an increase in net position of $1,947,455.
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Table A-2
City of Hopewell, Virginia
Changes in Net Position
For the year ended June 30, 2014

Total
Governmental Business-typs Percentage
Activities Acftivities Toial Change
2013 2014 2013 20i4 2013 2014 2013-2614
TRevenues
Program revenues:
Charges for services $873,932 $507,526 $18,358,264 $22,385,729 $19,232,196 $23.293.255  21.12%
Federal/state operating grants 10,227,954 9,987,193 - - 10,227,854 0087193 (2.35%)
Federal/statc capital grants 481,634 316,105 . - 481,634 316,105  (34.37%)
General revenues:
Property taxes 25,324,405 25,585,445 - - 25334 405 25,585,445 1.03%
Other taxes 10,481,428 10,335,843 - - 10,481,428 10,335,843 (1.39%)
Other 3,549,908 3,328,131 1,746,180 268,690 5,206,088 3,596,821 {32.09%)
Total Revernes 50,839,261 50460243 20,104,444 22654419 71,043,703 73,114,062
Expenses
General government 8,482373 0,598,375 - - 2,482,373 9,508,375  13.16%
Judicial ' 2217984 2,598,072 . - 2,217,984 2,598,072  17.14%
Public safety 11,720,652 14,012,598 - - 11,720,652 14,012,598  19.55%
Public works 711,805 1,540,362 - - 711,805 1,540,362  116.40°%
Health & welfare 5,259,409 5,363,582 - - 5,259,409 5,363,582 1.98%
Education 13,675,250 13,266,424 - - 13,675,250 13,266,424 (2.99%)
Parks, receeation, and cultural 2,462,345 2,530,959 - - 2,462,345 2,530,959 2.79%
Communily development 729,140 856,763 - - 729,140 896,763  22.90%
Interest on long-term debt 1,655,027 1,325,884 . - 1655007 1,325,884  (19.89%)
Publie utilities - - 18183995 21,114,290 18,163,995 21,114 390 16.24%
Total Expenses 46913985 51,133,019 18,163,995  21,114.290 65,077,980 72,247,300
Transfers, net {66,495)  ($407,326) 66,405 407,326 ' - -

Increase in Net Position $ 2865276 S(L,080,107) §1,940,449 3 1947455 §$55965725 % 867353

Table A-3 presents the costs of the City's larger programs — public safety, public works, education,
health & welfare — as well as each program's net cost (total costs less fees generated by the activities
and intergovernmental aid). The net costs show the financial burden that was placed on the City's
taxpayers by each of these functions.
o The total costs of these larger governmental activities represent 65% of the $51.1 million total costs
of services.
s However, the amount that our taxpayers paid for these activities was $39.9 million. Some of the
costs were paid by:
— Those who directly benefited from the programs, or
— Other governments and organizations subsidized certain programs with grants and contributions.
» The City paid for the "public benefit" portion with taxes and with other revenues such as interest and
unrestricted state aid.
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Table A-3
City of Hopewell, Virginia
Net Cost of Certain Governmental Activities
For the vear ended June 30, 2014

Total Cost Percentage Net Cost Percentage
of Services Change of Services Change
2013 2004 2013-2014 2613 2014 Z013-2014
Public Safety $ 11,720652 § 14,012,398 1955% $ 2,713,965 § 12,713.965  0.00%
Public Works 711,805 1,540,362 116.40% (2,226,304) (2,226,304} 0.00%
Heglth & Welfare 5,259,409 5,363,382 1.98% 2,229,467 2229467  0.00%
Education 13,675,250 13,266,424  (2.99%) 13,266,424 13,266,424  0.00%
Other 15,546,869 16,950,053 9.03% 13,938,643 13,038,643  0.00%
Total $ 46913985 § 51,133,019 3 39,922,195 § 139,922,195

BALANCE SHEET DETAIL
FINANCIAL ANALYSIS OF THE CITY'S GENERAL FUND

The City closed this year with its General Fund reporting an unassigned fund balance of $3,294,763
miilion. After adjusting assigned account balances at year-end, the General Fund balance showed 2 net
decrease of $2,424,669.

FINANCIAL ANALYSIS OF THE CITY'S CAPITAL PROJECTS FUND -

The City closed this year with its Capital Projects Fund reporting an assigned fund balance of $15.1
million, which is approximately $1.4 million more than last year.

FINANCIAL ANALYSIS OF THE CITY'S VIRGINIA PUBLIC ASSISTANCE FUND

The City closed this year with its public welfare fund reporting an assigned fund balance of $280,291.
For this reporting period, revenues exceeded expenditures by $64,420.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the City Council amended the City budget. These budget amendments fall

into two categories:

¢ Amendments and appropriations approved after the beginning of the year to reflect prior year
encumbrances that must be re-authorized for expenditure in the "new" budget year.

« Changes made to the budget midyear to address the budget priorities that changed the allocation of
resources.

¢ Increases in appropriations for budget items occurring during the year that were not part of the
original budget.

Even with these adjustments, actual expenditures were within approximately $296,000 of final budget
amounts.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2014, the City had invested $103.3 million in a broad range of capital assets,
including police and fire equipment, buildings, park facilities, sewer plants, and sewer lines. (See

Table A-4).
Table A-4
City of Hopewell, Yirginia
Capital Assets net of Depreciation
At June 30, 2014
Total
Governmential Businass-type Percentage
Activitios Activities Total Change
2013 204 013 2014 2013 814 232014
Land $ 6622991 % 6622991 % 442046 § 595419 5§ T065,037 % 7221410 2.21%
Buildings, system improvements, 29,094,156 28,582,060 31,656,589 34651313 60,752,745 63,233,373 4.08%
and infrastrocturs
Equipment 2,686,594 3,615,398 2,685,667 3,072,482 5,372,261 6707880  24.86%
Construction in Progess - - 6,461,034 1,648,636 6,461,034 3648636 (43.53%)
Jointly-Choned Assels 23,862,511 22,495 086 - - 23,862,511 22,495 086 (5.73%)
Toial 5 62268252 § 61,335535 § 41245336 % 41970850 $103,513,588 $103,206533

There were no major capital asset additions in fiscal year 2014, More detailed information on capital

assets can be found in footnote 5 to the financial statements.

The City's fiscal year 2015 capital projects budget is $6.6 million of which $3.9 million Is for debt

service.

LONG-TERM DEBT- Government Activities

At year-end, the City had $60.5 million in General Obligation bonds and Literary Loans outstanding, an
increase of 10% over last year, as shown in Table A-5. More detailed information about the City's long-

term liabilities is presented in footnote 7 to the financial statements.

Table A-5
City of Hopewell, Virginia
Schedule of Qutstanding Debt
At June 30, 2014
Tuotal
Governméntal Buskness-type Percentage
Activifies Activities Total Change
2013 2014 2013 2014 2013 2014 20132014
General obligation bonds  $ 51,5955¢1  § 57,473,287 } - % - 3 51595511 % 57,473,287 1§.39%
Literary loans 3,496,000 3,021,800 - - 3,496,000 3,021,800 (13.56%)
Revenue bonds - - 34,830,000 33,680,000 34,830,600 33,680,000  (3.30%)
Total $ 55,001,511 § 60495087 § 34,830,006 § 33,680,000 $ 89921511 § 94,175,087
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ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

» Unemployment in the City at June 30, 2014 stood at 7.9% versus 8.8% a year ago.

+ Inflation in the tri~cities metropolitan areas continues to track the national consumer price index due
in part to the residential housing market and to lower energy costs.
— The South-urban, all items, 1982-84 base CPI index change was 1.0% from June, 2008 - June,

2009.
— The U. 8 city average, all items, 1982-84 base CPI index change was -1.0% from June, 2008 -

June, 2009.

These indicators and other goals were taken into account when adopting the general fund budget for
2015. Amounts available for appropriation in the general fund budget are $46.1 million. Property taxes
and public service corporation taxes are expected to provide the majority of General Fund revenues.

Budgeted expenditures are expected to rise to $46.1 million,

It is estimated that the City's unassigned general fund balance will not change at the close of 2015 as the
result of the adoption of a balanced budget for FY2015. As for the City's business-type activities, we
expect the 2015 results to improve the financial position in 2 minimum amount.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the City's finances and to demonstrate the City's accountability for the money

it receives. If you have questions about this report or need additional financial information, contact the
City of Hopewell Finance Office, 300 N. Main Strect, Hopewell, VA 23860 or call 804-541-2306.
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City of Hopewell, Virginia

Statement of Net Posifion
June 30, 2014

Exhibit 1

Assats
Cash and Invesbments
Taxes receivable
Accounls receivable
Note receivable
interest receivable
e from School Board, current particn
Due fram other governmental unils
Intemal balances
Invardaries
Prepaid expenses
Restricted assels:

Cash and Investments (in custody of olhers)
Due fram Schaol Beand, net of current portion
Mote receivable, net of current pertion
Capital assets, nel of accumulated depreciation:

Land
Buildings, system Improvements, and Infrastruciure
Machinery and equipment
Work in progress
Total assets

Llahtlities
Accounls payatle
Accruad Rabilifes
Accrued interest payable
Due to Primary Goverrment, current portion
Due te other governmental units
Long-term lizhilities:
Dise within one year
Due to Primary Govemnmert, net of current porlion
Due in more than one year
Total Jiabilities

Deferred Inflows of rasources
Deferred gain on refunding
Unearned revanuas
Total deferved Inflows of resources

Met position
Ned invasiment In capiial asseaiz
Rastricted for:
Perpetual care
Other

Unrestricted
Total net poesition

Gomponent Gomponant
Primary Government Unit Unlt
Buslness- Comprehansive
Governmental type School Services
Activitias Activitlas Totai Board Act Board

i 19,408,727 % 24,067,465 £ 43,464 195 § 5.0683,495 5 -

9,884,443 - 9,884 443 B -

432,889 3,245973 3,783,842 58,380 -

- 47 678 47 678 - -

1 17,227 17,228 . -

105,418 . 105,418 - -

956,326 - 956,326 1,688,881 892 167

4,591,648 {4,591,648) - . -

106,019 1,119,062 1,225,081 51,268 -

- 981,368 GE1,368 - -

9,176,570 2,733,500 11,210,180 - -

1,804,705 - 1,605,705 - -

- 2,866,690 2,866,690 - -

8,622,991 598,418 722,410 474 629 -

51,077,148 34,661,313 85,728,459 25,380,575 -

3,625,308 3.072,482 6,707,880 3,052,200 -

- 3,648,636 3,648,838 - -

107,602,261 ¥2.6523,2658 180,254,519 36,7648 437 892,167

1,870,046 1,071,960 2,744,008 517,842 891,520

500,332 2,811,351 3,411,683 4 495 039 647

547 240 - 597,240 - -

- - - 105,418 -

- 175,529 175,529 - -

3,971,726 1,380,205 4,551,939 222,854 B

- - - 1,605,705 -

654,045 848 34 267 821 98,294 665 1,548,847 -

69 966 192 39,806,766 108,772,958 8,496,505 692 187

121,999 43,603 165,692 - B

9.$913,381 - 9,813,331 32 020 -

10,035,390 43,693 10,079,083 22,020 -
9,806,936 11,186,352 20,063,280 27,196,190

400,000 - 400,000 - -

64,911 - 64,811 1,183,046 -

17,328,832 21 845 447 38 974,279 {138,324} -

$ 27800879 % 32801798 $ 60402478 § 28240912 § -

The accompanying notes are an integral part of this statermnent. 26
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City of Hopewell, Virginia

Balance Sheet
Governmental Funds
June 30, 2014

Exhibit 3

Virginla Other Total
Public Gapital Governmental  Governmental
General Assistance Projects Funds Funds
ASSETS
Cash and invastments % 13412588 § 48,320 % 55/48,079 3§ 207,760 5 16,406 727
Recelvables {net of allowancs for uncollectibles)
Taxes receivable 9,884 443 - - - 0,884,443
Accounts recelvable ar.010 2 346,848 2 433 269
Irterest receivable 2 - - - 2
Dug from other funds 82878 - - - G2 978
Bue from School Board - - 1,711,123 - 1,711,123
Cua from other governmantal units 699,732 256,594 - - 956 226
Advance to Baacen Theater - - 4501848 - 4,501,848
inventories 106,119 - - - 106,018
Resiicled assets:
Cash and investments - - 8176570 - 8,178570
Total Assats $_ 24252752 % 018§ 21 ,4?4,_2_6_8_ 3 257,768 8§ 48,328,705
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 1,112,256 1,938 530,240 25,573 1,670,047
Accrued liabiities 467,073 22,697 - 10,572 500,332
Due ka other funds - - - 62 878 62,978
Total Liabilities 1,579,369 24 625 530,240 99123 2,233,357
DEFERRED INFLOWS OF RESOURCES
Unaarned tax revenues 9,734,190 - - - 9,731,190
Uinavailable tax revenues 1,564,034 - - - 1,564 034
11,295,224 - - - 11,295,224
Fund balances:
Nan-spendable:
Inventories 106,019 - - - 108,019
Perpelual care 400,000 - - - 400,000
Restricted for capital projects - - E,780,508 - 5,789,508 -
Assigned:
Fire department agufpmeri 857,357 - - - 657,357
Next year budget Ve 000 - - - 779,000
Perpetual care 556,454 - - - 855,454
Rainy day emergancy 4605700 - - - 4,605,700
Self-insummnce 78,866 N - - 875,866
Agsigned to funds - 280,291 15,154,520 198,646 15,638,457
Unassigned 3,294,763 - - - 3,294,763
Toial fund balances 11,378,159 280,291 20,944,028 198,546 32,601,124
Tolal Liabilities, Deferred Inflows and Fund Balances 5 24!252;?52 k4 204,916  $ 21474288 3§ 27768 § 46,329,705

The accompanying notes are an integral part of this statement, 28




Exhibit 4
City of Hopewell, Virginia
Reconciliation of the Balance Sheet of Governmental Funds to the
Statement of Net Position
June 30, 2014

Amounts reported for governmental activities in the Statament of Net Position are different because:
Total fund balances par Exhibit 3 - Balance Sheet - Governmental Funds $ 32,801,124

Capital assets used in governmental activities are not financial resousces and, therefore, are not
reported in the funds. 61,335,535

Other iong-term assets are not available to pay for current-period expenditures and, therefore,
are unearned in the funds,
Uncolfected taxes receivable 1,381,833

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

General obligation bonds payable (57 473,287)
Bond issuance premivm (230,082)
State literary fund loans payahle (3,021,800)
Land#il closure liability (583,868)
Accrued interest payable (597,240)
Qther postemployment benefit obligations (4,880,178}
Deferred amaunt of refunding {121,999)
Compensated absences (880,359) {67,917 ,813)
Net position of governmental activities $ 276008679
29

The accompanying notes are an integral part of this statement,



City of Hopewell, Virginia
Statement of Revenuas, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2014

Exhibit &

Virginia Other Total
Public Capital Governmental  Governmental
Gansral Assistance Projects Funds Funds
REVENUES
General property taxes $ 25308595 § - % - % - § 25308595
Other local taxes 6,159,304 - 24354875 - 8,565179
Permits, privilage fees, and regulatory licenses 105,139 - - - 105,139
Fines and forfeitures 1,561,049 - - - 1,561,049
Revenues from the use of money and property 49,838 8 28,603 142,208 220,657
Charges for sarvices 626,224 - - 57,982 684,206
Miscellansous 1,391,988 - 615,972 75,165 2,083,113
Racovered costs 884,500 - - - 884,500
Intergovernmental revenves:
Lacal government - - - 15,330 15,330
Cammonwealth 8,102,768 1,117,363 106,041 5,699 9,331,369
Faderal 358,156 2,016,762 - 216,033 2,580,941
Total revenues 44 547 557 3,134,123 3,186,481 512,407 51,380,578
EXPENDITURES
Current:
General government administration _ 3,887,357 - - - 3,887,357
Judicial administration 2,347 B892 - - - 2,347,692
Public safely 13,363,832 - - - 13,363,832
Public works 3,924.013 - - 3,263 3,927,276
Heailth and welfare 1,638,848 3,620,403 - - 6,259,251
Education g,635 4915 - 1,151,759 - 10,787.674
Parks, recreation, and cultural 505,374 - - 1,559,681 2,165,055
Community development 811,387 - - 278,153 889,540
Nondepartmental 1,066,007 - - - 1,056,007
Capitaf projects - - 4,190,524 - 4,190,524
Dabt service:
Principal retirement 1,550,488 - 3,005,956 5,456,424
Interest and ofher fiscal charges 1,280,781 - 1,771,384 - 3,052,165
Total expenditures 39,801,674 3,620,403 11,019,623 1,841,097 56,382,797
Excess (deficiency) of revanities
ovor (under) expendituras 4,645,883 {486,280) {7,833,132) {1,328,600) (5,002,219}
OTHER FINANCING SOURGES {USES)
Operating fransfers in - 550,700 4,824 826 1,287,700 6,663,226
Operating transfers aut (7,070,552} - - - (7,070,552}
Procesds from issuance of bonds - - 10,850,253 - 10,860,263
Total other financing sources (uses), net {7,070,552) 550,700 15,685,079 4,287,700 10,452,927
Met change in furd balances (2,424 669) 54,420 7,851,947 {40,990 5,450,708
Fund balance - beginning 13,802 828 215,871 13,092,081 239636 27,350,415
Fund balance - ending $ 11,378,158 % 280,291 § 200944028 % 198646 § 32,801,124

The accompanying notes ara an integrat part of this statement, 30




Exhibit 6
City of Hopewell, Virginia
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds to the
Statement of Activitios
For the Year Ended June 30, 2014

Amolitts reporied for governmental aclivilies in the Statement of Activities are different because:
Net change in fund halances - total governmental funds $ 5,450,708
Governmental {unds report capital oullays as expendiluzes. However, in the Statement of Activities the cost

of those assels is aflocated over Iheir estimated useful ives and reporied as depreciation expense. Thisis
the amount by which capital oullay exceeded depreciation in the current period.

Capital culfay 2,318,322
Jointly-owned assets adjustment {999,423)
Deprecialien expence (2,248,616) {932,717}

Revenues In the Stalement of Activities that do not provide current financial resources are nol reported as
revenues in the funds.

Property taxes 275,847

The issuance of fong-lerm debt (e.g. bonds, leases) provides current financial resources to governmental
funds, whila the repayment of the pringipal of long-term debt consumes the current financial resotrces of
governmental funds. Neither transaction, however, has any effect on net assets, Also, governmental funds
report the effect of issuance costs, premiums, discounis, and similar items when debt is first issued,
whereas these amounts are deferred and amortized in the Statement of Activities. This amount is the nal
effect of these differances in the freatment of long-termn debf and refated items.

Amortization of bond premium 18,428
Frincipal payments on debk 5,456,424
Froceeds on issuance of new debt {10,860,000)
Amorlization of deferred amount of refunding (121,899)
Increase in landfifl closure liability {8.061) (5,515,208

Some expenses reported in lhe Slatement of Aclivities da not require the use of current financial resources
and, therefore, are not reporied as expendilures in govemmentaf funds.

Decrease in interest payable 73,380

Increase in ather postemployment benefit payable {500,167)

Decrease in compensaled absences 67,055 (359,732)
Change in Net Position of governmenial activilies $ {1.080,102)

The accompanying notes are an integral part of this statement. 3



City of Hopewell, Virginta
Statement of Net Position
Proprietary Funds
Juns 390, 2014

Exhibit 7

Assels
Current assels:
Cash and invesiments
Accounts receivable, net of
allowances for uncollectiblas
Nole receivable
Intereat receivable
Due from HRWTF
Invenilaries
Frapald expanses
Total current assets
NonctiFrent asseis:
Restricled assels:
Cash and investmonis
Total restricted assets

Note recelvable
Caplal assets:

Land

Wility plamt in servce and bulidings

Sevwrer maln improvernents

Machinery and aquipment

Work in progress

Accumulated depreciation
Total capital assels
Total noncurrgn assets

Total asgels

Liabbitles
Gurrantilatiiities:
Accounts payable
Acsrued liabilltles
Compensated absences
Bue to Sewer Servica Fund
Due to Appomaiiox Reglonal Librery Syster
Bonds payabls
Total current liabilities
Noneurrent liablites:
Bonds payable - nel of current portion
GPFES ligbility
Campensaled absences - net of current portion
Advance from Caplial Projecis Fund
Tolal nencurrent liatdiilies
Total llabilities

peferrad Inflow of Resources
Deferred charges on refundings resufling in gain
ffansactiens

Mel position
Net Investment In capital assets
tnrestricted

Total net position

Business-fype Activitles - Enterprise Funds

32

The agcompanying noles are an integral part of this statoment.

Hopewell Reglonal Sewer Sold Beacon
Wastewater Service Waste Theater
Facllitles Fund Fund Furit Fund Total
$ FOYTE03 % 155410843 F 428160 § 6882 $ 24,057 .46
1,622,766 473 060 555,688 186,210 3,340,602
- 47 578 - - 47 678
- 18,537 - - 18,637
- 180,270 - - 180,270
1,418,062 - - - 1,119,062
4a1,414 478,984 - 10,990 581,368
10,310,888 17,220,361 191758 210,062 29,733,048
350,841 2373749 - - 2,733,590
50 641 2,373748 - " 2,733,540
- 2,966,690 - - 2,966,690
246,026 97,920 - 284,473 508,418
10,484,614 501,878 . 6,681,851 18,648,343
- 23,327,070 - - 43,327,070
53,420,744 899,308 31,230 252,808 54,834,087
204,178 2,744,458 - - 3,646,628
__ . feD215 746 {6,468, 192) (124925 (1B5.249) {66,885 608)
4 808,786 31,101,442 18,738 6 040 884 41,970,580
5169637 36,441,681 18,738 8,040,844 47,671,130
15,480,492 53,602,242 2,010,488 6,250,948 77,404 176
495217 520,879 55,664 - 1,074,860
2423816 21,836 3811 462,786 2,941,350
181,827 22,341 4 835 - 208,804
160,270 - - - 160,270
- - - 175,628 175,528
856,789 504,601 - - 1,171,400
3,626,928 1,088,766 54,211 638,317 5,089 213
7,749,246 26,451,933 - - 33,201,159
893,768 99,308 33,103 - 1026177
40,488 - - . 40,486
- - - g 648 4,597 648
FEEERE] 25 581,239 33,103 4 581 646 28,859,470
12,610,409 26,620,995 a9y 314 5 270,985 44 AR 6832
- 43084 - - 43,684
(3,248,398) 8,518,867 18,78 5,065,355 11,186,362
6,118,481 18,478 B85 1,889,444 {4,844 374) 21 846 447
$ 2670083 3 26997658 § 1913182 3 1020081 $ 92801,799




City of Hopewell, Virginia
Sfatement of Revenues, Expenses, and Changes in Fund Net Position
Proprietary Funds
Yeay Ended June 30, 2014

Exhibit 8

OPERATING REVENUES
Charges for services;
\Wastowater treatment revenues
Sewer revanues
Refuse collection
Rantat lncome
Tolal oparating revenues

OPERATING EXPENSES
Personnel seryleos
Fringe benefils
Contractual sevices
Admiristraiive services
Malerfals and supplies
Repalrs and malntenance
Utilities
Fusi
{nsurahce
Chemicals
Miscellzneous
Deprectation

Total operating sxpanses

Operating incoma (loss)
NONOPERATING REVENUES (EXPENSES)
investment earnings
Misealaneous
[nterest expanse
Total nenoperating revenuss (expenses}, nat
Income {loss) before canitlbutions and fransfers

Cperating transfer in
Tolal conifibutions and transfarg, nat

Change in net position
Total net position - beginning, as rastated {Nots 16)

Total nel posltion - ending

The accatnpanying notes are an integral part of this statement.

Business-lype Activities - Enterprice Funds

Hopewell Regicnat Sewer Sotid Beacan
Wastewater Service Waste Theater
Facilities Fuind Fund Fund Furnd Total

3 13713797 0§ - % - % - % 13,718,797
- 6,189,345 . - 8,180,345

- - 2,176,831 - 2,176,931

- - - 305,656 305,656

13,713,797 6,189,245 2,176,831 305,656 22,385,728
2,722.578 409,998 £8,238 271,836 3,371,850

1.077.654 139,241 37,818 2,638 1,267 471
1,848,569 2,104,143 1,551,408 151,158 5,743,278
98,553 443,918 617,331 670 1,158,532

300,513 34,237 12,809 55,6858 412917

- 562,239 51,799 93 550 767 588

400 261 99,272 £.438 41,871 259,542
1,536,120 - 2,484 - 1,538,604
142,230 21469 - - 133,688
1,106,639 - - 177 1,106 816
463,322 837,704 456 138,736 1,544,198
850,408 1,277,027 5.246 188,248 2,321,630
15,331,247 5,829 468 2,357,067 944,343 19,562 125
3,382 B8O 258877 (180,136) {538,657} 2,823 604

2,441 173,682 225 - 176,348

- - - 92,342 92 342
(335,828) (1,216,536} - - {1,552,165)
(333.188) {1,042,8543 225 02,342 1,283 475)
3,049,362 (782,877} {179.814) {546,345} 1,540,529

- - - 407 326 407,328

- - s 307,326 467,326 _

3049362 {782,877} {179,811} {139,019) 1,947 455
{179,279 27,780,530 2,003,083 1,180,000 30,854,344

3 QBTD.O&S $ 26997555 % 1.913,353_25‘_ $ 1020981 § 22801790

a3



City of Hopeweli, Virginla
Statement of Cash Fiows
Proprietary Funds
Year Ended June 30, 2014

Exhiblt 9

Hopewell Regional Sewer Solid Baacon
Wastewatar Service Waste Theater
Faclijties Fund Fund Fund Fund Total
Gash flows from operating activities ]
Regeipls from customers and users ¥ 42069487 § 8852748 § 2022637 § ti6MM6 I 20,661 318
Payments 1o suppliers {6,435,391) {3,664,420) t2,260,249) {285,264) 92,845,524
Payments 1o employees 2 569,40 119 638 98 114 18,032 A07 186
Nat cash provided by {used in} opetaling activities 2,764,604 2,368,650 (338,72%) {167 B50) 4,508,808
Cash flow from roncapital financing activities
Payments received from other funds - . - 407,326 407,328
Net ¢ash providad by nencapital
financiny activities - - 407,328 407,326 .
Cash flows from capltal and related financing activitles
Purchaae of capital assels (346,312) (409,535) - (2.241,187) {3,047, 144)
Principal payments on bonds and refinding (676,798} {499,601} - - {1,178,309)
interest paymenls {135,628} £1,216,538) - - {1,552,1685)
Inderfund note (480,269} - - - {160,269)
Praceeds from other govemianial unit - - - 175,629 175,529
Advance from Capite) Projeals Fund - - - 1763712 1,763,742,
Net gashused in capital and
related financing activifies {1,669,008) {2,125.772) - {3011,956) (2.898,758)
Geash flows trom investing activities
Interest and dividends retelved 3761 153,146 225 92 342 2BDAT4
Net cash provided by Investing activities 3761 193,140 225 22,342 209474
Net Increase {decrease) in cash and Investments 1,199,447 436,064 {336,501) 9,862 1,308,872
Cash and investments -beginning, Including restricted 6,237,997 17,479,528 1,764,861 - 25,402,186
Cash mnd investmants « ending, including restricted L] T4 A4 $ 17915692 1428160 % 9862 $ 26,781,050
Reconclitation of operating income (loss)
f not cash provided by (used In} opsrating activities
Operaling income {logs) $ 3982560 3 250877 (1890,138) 1636,887) 5 2,623,604
Adjustments to racenclle cperating income {loss)
to el cash provided by {used in} operating acthidies:
Deprecialion expente BS0,108 1277027 6,246 180,249 2,321,630
{increass) decrease In acocounts recelvable {1,209,933} 463,403 {154,204) {109,210) (1,179,034}
Increase in Inveninries {81,186) - . - {81,188)
{increase) decrease in prepsid lems {213,022} 43,852 - (10,990} {181,260}
Intrease (decreass) in atcounis payable and accrued ligbilies 471,454 281,097 {8,542} 462,788 1,206 737
fincrease) decreass in ungamned revenues (345311 43,094 - - (301 883
Tula! adgustments {547,656} 2,108,813 {156,500) 450,637 1,785,204
Met cash providad by (used in} operating activities 3 2,764,694 $ 2.368,690 (336,728) § {187,650} § 4.606,808
34

The accompanying neles are an integral part of this statament.

Businesstype Activilles - Enterprlse Funds




Exhibit 10
City of Hopewell, Virginia
Statement of Fiduciary Assets and Liabilities
Fiduciary Funds
June 30, 2014

Agency
Funds
Assels
Cash and cash equivalents $ 81,438
Total assets P 81,438
Liabilities
Amounts held for social services clients 5 81,438
Total fiabilities $ 81,438

The accompanying notes are an integrai part of this statement. 35



CITY OF HOPEWELL, VIRGINIA

Notes to Financial Statements
June 30, 2014

Note 1—Summary of Significant Accounting Policies

The City of Hopewell, Virginia (the “City") was incorporated in 1916 and its current charter was granted
in 1950. The City operates under a Council/Manager form of government and provides a full range of
services to its citizens. These services include public safety (police and fire), public works, health and
welfare services, parks, recreation, cultural education, community and economic development, and
judicial and general administrative services. The City owns and operates sewer, wastewater, and solid
waste freatment systems.

The financial statsments of the City have been prepared in conformity with the specifications
promulgated by the Auditor of Public Accounts (“APA”) of the Commonwealth of Virginia (the
“Commonwealth” and the accounting principies generally accepted in the United States of America
(“GAAP"), as specified by the Govarnmental Accounting Standards Board (*GASB’). The more
significant of the City'’s accounting policies are described below. Unless otherwise stated, the
accounting policies of the Scheol Board and Comprehensive Services Act Beard Component Unit are
similar to those of the City.

Financial Statement Presentation

The City's financial report is prepared in accordance with GAAP which prescribes that the following
section be presented:

e Management's Discussion and Analysis - GAAP requires the financial statements be
accompanied by a narrative introduction and analytical overview of the government’s financial
activities in the form of management’s discussion and analysis (“MD&A”).

¢  Government-wide and Fund Financial Statements

Government-wide Financial Statements - The reporting model includes financial statements
prepared using full accrual accounting for all of the government's activities. This approach
includes not just current assets and liabilities but also capital assets and long-term liabilities
(such as buildings and general obligation debt).

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) report information on all of the non-fiduciary activities of the Primary Government
and its component units. For the most part, the effect of inter-fund 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. Likewise, the Primary Government is
reported separately from certain legally separate compenent units for which the Primary
Government is financially accountable.

Statement of Net Position - The Statement of Net Position is designed to display the financial
position of the Primary Government (government and business-type activities) and its discretely
presented component units. 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 bs breken down into
three categories - 1) net investment in capital assets; 2) restricted; and 3) unrestricted.

Staterment 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).

36
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CITY OF HOPEWELL, VIRGINIA

MNotes to Financial Statements
June 30, 2014

The Statement of Activities demonstrates the degree to which the direct expenses of a given
function or segment is 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 te meeting the operational or capital requirements of a particular function or segment.
Taxes and other items are not properly included among program revenues as they are not
levied for a particular program.

Separate financial statements are provided for governmental funds, propristary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and individual enterprise funds are reported as
separate columns in the fund financial statements.

« Regquired Supplementary Information ("RSI") - 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 GAAP reporting model,
governments provide budgetary comparison information in their annual reports including the
original budget, final budget and actual results. In addition to budgetary information, the RSI
section also presents trend infermation related to the City and School Board's pension and other
postemployment employee benefit programs.

A. Financial Reporting Entity

The basic criterion for determining whether a governmental depariment, agency, institution,
commission, public authority, or other governmental organization should be included in a Primary
Government’s reporting entity for the basic financial statements is financia! accountability wherein
the entity is both fiscally dependent on the Primary Government and provides either a benefit or
creates a burden on the Primary Government. These financial statements present the City (Primary
Government) and its component units. Each discretely presented component unit is reported in a
separate column to emphasize that these units are legally separate from the City and each
represents a functionally independent operation. These component units are fiscally dependent on
the City and provide services primarily to the citizens of Hopewelk.

B. Component Units
Blended:

During fiscal year 2012, the City formed a non-stock corporation named Beacon Theater 2012
Manager Inc. ("Beacon”), which it owns 100%, to hoid, construct, rehabilitate, manage, and operate
the Beacon Theater. Beacon Theater 2012 Manager Inc. formed an LLC named Beacon Theater
2012 LLC (*LLC"), which owns 89% of the LLC with the other 1% to be owned by future tax credit
partner(s) when tax credits are sold. As the City appoints all members of the Beacon Theater 2012
LLC Board of Directors, and the two entities have a financial benefit/burden relationship, the
Beacon Theater 2012 LLC is reported as a blended propristary enterprise component unit of the
City. Effective July 5, 2012, the City entered into a promissory note agreement with the Beacon
Theater 2012 LLC for up to $4.1 million to be used for building renovations. The twenty-four month
loan bears interest at a fixed annual rate of 6.5%, and allows for one six-month extension and three,
one-year extensions in addition to three executable and consecutive 25-year term extensions.
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Additionally, the City conveyed the related property to LLC for tax credit purposes during fiscal year
2013.

Discretely Presented:

The School Board members, appointed by the members of the City Council, are responsible for the s
operations of the City’s School System within the Gity boundaries. The School Board is fiscally |
dependent on the City, which has the ability to approve its budget and any amendments. The
primary funding of the School Board is from the General Fund of the City. As the School Board

does not issue a separate financial report, the financial statements of the School Board are

presented discretely in their own column within the City's government-wide financial staterments.

The Comprehensive Services Act Board (‘“CSA”) is responsible for providing family and youth
services to the citizens of the City in accordance with the State Comprshensive Services Act. The
CSA consists of members appointed by the City Council. The CSA is fiscally dependent on the City
(i.e., the City Council must appropriate monies for this board to carry out its legal okligations}, and
the CSA has no power or authority to generate any revenue for its purposes required under state
law. As the CSA does not issue a separate financial report, the financial statements of the School
Board are presented discretely in their own column within the City's government-wide financial
statements.

C. Other Related Organizations

Joint Ventures - The City is a participant with six other localities in a joint venture to operate the
Riverside Regional Jail Authority (the “Authority”). The Authority is governed by a seven-member
board comprised of one appointee from each locality. Each locality is obligated by contract to house
its inmate population with the Authority up to its authorized slots. The City does not retain a financial
interest in the Authority. Financial statements of the Authority can be cbtained at its administrative
offices at Superintendent, Riverside Regional Jail Authority, P.QO. Box 1041, Hopewell, Virginia
23860.

The City is a participant with the County of Dinwiddie and County of Prince George in a joint
venture to operate the Appomattox Regional Library (the “Library”). The Library is governed by an
11-member board comprised of five appointees from Hopewell and three each from Dinwiddie and
Prince George. Fach locaiity is obligated by contract to fund a percentage of the Library’s approved
budget. In accordance with the joint venture agreement, the City remitted $551,274 to the Library
for fiscal year 2014. The City has an ongoing financial responsibility to fund the Library but does not
retain a financial interest in the Library. Financial statements for the Library can be obtained at its
administrative offices at 245 East Cawson Street, Hopewsll, Virginia 23860.

Jointly Governed Organizations - The City participates with eight cther localifies in the District 19
Community Services Board. The City also participates with five other localities in Virginia's
Gateway Region, a regional economic development organization. The City provided funding of
$108,420 and $29,620, respectively, during fiscal year 2014 fo these entities. The City also
patticipates with six other localities in the Crater Youth Care Commission and provided funding in
the amount of $230,537 during fiscal year 2014.

Related Crganizations - The City is also responsible for appointing members of the boards of two
organizations, but the City's accountability for these organizations does not extend beyond making
these appointments. Related organizations during the year ended June 30, 2014 are as follows:
Hopewell Industrial Development Authority and Hopewell Redeveicpment and Housing Authority.
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D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accompanying financial statements are prepared in GAAP as applicable to governmental units.
The government-wide financial statements are reporied 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 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 in the fiscal
year when all eligibility requirements imposed by the provider have been satisfied. Fiduciary funds
financial statements are reported on the accrual basis of accounting and do not measure
operations.

The government-wide Statement of Activities reflects both the gross and net cost per functional
category (public safety, public works, heaith and welfare, etc.) which are otherwise being supported
by general government revenues, (properfy, sales and use faxes, certain intergovernmental
revenues, fines, permits, and charges, etc.). The Statement of Activities reduces gross expenses
(including depreciation) by related program revenues, operating and capital grants, and
contributions. The program revenues must be directly associated with the function (public safety,
public works, heaith and welfare, etc.) or a business-type activity.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the medified accrual basis of accounting, This is the manner in which
these funds are normally budgeted. Revenues are recognized as soon as they are both measurable
and avaliable. Revenues are considered to be available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current perfod. For this purpose, the City
considers revenues to be available if they are collected within 45 days of the end of the current
fiscal period. All other revenues are considered to be measurable and available only when cash is
received by the government. 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 ¢laims and judgments are recorded only when payment is due.

Property taxes, franchise {axes, licenses, and interest associated with the current fiscal period are
all considerad 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 coliected
within 45 days after year-end are reflected as unavailable revenues. Sales and utility taxes, which
are collected by the Commonwealth or public utilities and subsequently remitted to the City, are
recognized as revenues and receivables upon coliection by the Commonwealth or public utility,
which is generally within two months preceding receipt by the City.

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 all eligibility requirements have been satisfied. 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.

In the fund financial statements, financial transacticns and accounts of the City are organized on
the basis of funds. The operation of each fund is considered to be an independent fiscal and
separate accounting entity, with a self-balancing set of accounts recording cash andfor other
financial resources together with all related liabilities and residual equities or balances and changes
therein, which are segregated for the purpose of carrying on specific activities or attaining certain
objectives in accordance with special regulations, restrictions, or limitations.

39



1.

CITY OF HOPEWELL, VIRGINIA

Notes to Financial Statements
June 30, 2014

Governmental Funds

Governmental Funds are those through which most governmental functions typically are
financed. The City reports the General, Capital Projects, and Virginia Public Assistance Funds
as major governmental funds.

General Fund - The General Fund is the primary operating fund of the City. This fund is
used to account for all financial transactions and resources except those required to be
accounted for in another fund. Revenues are derived primarily from property and other local
taxes, state and federal distributions, licenses, permits, charges for service, and interest
income. A significant part of the General Fund’s revenues is used principally to finance the
operations of the School Board.

Special Revenus Funds - Special Revenue Funds account for the proceeds of specific
revenue sources (cther than major capital projects) requiring separate accounting because
of legal or regulatory provisions or administrative action. Special Revenue Funds consist of
one major fund (Virginia Public Assistance} and three non-major funds (Recreation,
Community Development Block Grant, and Anti-Litter). The Virginia Public Assistance Fund
accounts for the Social Services programs of the City and is funded primarily through
intergovernmental revenues.

Capital Projects Fund - The Capital Projects Fund accounts for financial resources to be
used for the acquisition or construction of major capital facilities, other than those financed
by Proprietary Funds.

Proprietary Funds

The Proprietary Funds account for operations that are financed in a manner similar to that of
private business enterprises. The Proprietary Fund measurement focus is upon determination of
net income, financial position, and changes in financial position. Proprietary Funds consist of
Enterprise Funds.

Enterprise Funds - Enterprise Funds distinguish operating revenues and expenses from
non-operating 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. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses. The City’s major Enterprise Funds
consist of the following: Hopewell Regional Wastewater Treatment Fagilities, Sewer Service,
Solid Waste, and the Beacen Theater.

Fiduciary Funds - {Trust and Agency Funds) ~ These funds account for assets held by the City
unit in a trustee capacity cr as an agent or custodian for individuals, private organizations, other
governmental units, or other funds, The City's only fiduciary fund is the Special Welfare Fund
agency fund, which utilizes the accrual basis of accounting, and is not included in the
government-wide financial statements. The City's fiduciary funds are presented in the fund
financial statements by type. Since by definition these assets are being held for the benefit of a
third party and cannot be used to address activities or obligations of the City, these funds are
not incorporated into the government-wide statements.
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E. Cash and Cash Equivalents

Cash and cash equivalents include amounts in demand deposits as well as short-term investments
with a maturity date within three months of the date acquired by the government.

State statutes authorize the City to invest in obligations of the U.S. Treasury, commercial paper,
corporate bonds, and repurchase agreements.

F. Investments

Investments are stated at fair value, which approximates market. Certificates of deposit and shori-
term repurchase agreements are reported in the accompanying financial statements as cash and
cash eguivalents.

G. Receivables and Payables

Activity between funds that is representative of lending/borrowing arrangements outstanding at the
end of the fiscal year is referred to as “due to/from other funds” (i.e. the current portions of the inter-
fund loans).

All trade and property tax receivables are shown net of an allowance for uncollectibles. The City
calculates its allowance for uncollectible accounts using historical collection data and, in certain
cases, specific account analysis. The allowance amounted to approximately $74,000 at June 30,
2014 and is comprised solely of property taxes.

Real and Parsonal Property Tax Data

The tax calendars for real and personal property taxes are summarized below.

Real Property Personal Property

Levy January 1 January 1

June 15/December 5
Due D
ue Date (50% each date) February 15

Lien Date January 1 January 1

The City bills and collects its own property taxes. The City follows the practice of reassessing real
estate biennially and personal property annually.

H. Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the applicable
governmental columns in the government-wide financial statements for the City and its component
units. Capital assets are defined by the City as land, buildings, infrastructure, and equipment with
an inftial individual cost of more than $10,000 {amount not rounded) and an estimated useful life in
excess of two years, Such assetls are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded as estimated fair market value at
the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capifalized.

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 construsted.
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Property, plant, and equipment of the Primary Government, as well as the component units, are
depreciated using the straight-line method over the following estimated useful lives.

Assets Years
Buildings 50
Plant, equipment, and system 20-30
Motor vehicles 5
Egquipment 3-10
Infrastructure 30

Deferred Qutflows and Inflows of Resources

In addition to assets, the financial statements may 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
ouftflow of resources (expense/ expenditure) until then.

In addition to liabilities, the financial statements may 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. Currently, the City reports unavailable revenues, in
both the modified accrual Balance Sheet — Governmental Funds and the full accrual Statement of
Net Position. Unavailable revenues may result from revenue of a governmental fund that is not
recognized solely because it is not yel considered to be available and property taxes received or
recognized as & receivable prior to the period they are intended to finance are presented as
unearmed.

. 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 as an expense in the Statement of
Activities and a long-term cbligation in the Statement of Net Position. A liability for these amounts is
reported in governmental funds only if they have matured, for example, as a result of employee
resignations and retirements.

. Retirement Plan

Retirement plan contributions are actuarially determined and consist of current service costs and
amortization of prior service costs over a 30-year period. The City's policy 's to fund pension cost as
it accrues.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual resuits could differ from those estimates.

. Fund Balance

In the governmental fund financial statements, fund balance may be composed of five
classifications designed to disclose the hierarchy of constraints placed on how fund balance can be
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spent. For purposes of fund balance classification, expenditures are to be spent from restricted fund
balance first, followed in order by committed fund balance, assigned fund balance, and lastly
unassigned fund baiance. The governmental fund types classify fund balances as follows:

» Nonspendable Fund Balance — This classification includes amounts that cannot be spent
because they are either (a) not in spendable form (e.g., inventory) or (b) legally or
contractually required to be maintained intact (e.g., long-term amount of loans/note
receivable).

= Restricted Fund Balance — This classification inciudes amounts that are restricted to specific
purposes by external parties, constitutional provisions, or imposed by creditors (e.g., bond
covenants),

o Committed Fund Balance —~ This portion of fund balance can only be used for specific
purposes determined by a formal action of the City's highest level of decision-making
authority, the City Council, before the close of the fiscal year and by majority vote of the City
Council. Any changes or removal of specific purpose requires majority action by the
governing body.

+ Assigned Fund Balance — The portion of fund balance that the City intends to use for
specific purposes as expressed by the governing body itself, the budget document, or
delegated official, the City Manager. Fund balancss in the General Fund are assigned by
resolution of the City Council. For all government funds except the General Fund, assigned
fund balances represent the amount that is not committed, restricted, or nonspendable.
Specifically, the Rainy Day Emergency/Stabilization Reserve was approved by Council in
2003 and was created by segregating a portion of the General Fund Unassigned Fund
Balance. The purpose of this reserve is to provide an easy mechanism to tap reserves to
address temporary revenue shortfalls resulting from temporary circumstances (e.g.
economic cycles, weather-related emergencies, etc.). The City Council set the target at 10%
of the next fiscal year's General Fund budget appropriation. The Rainy Day
Emergency/Stabilization Reserve may be used in its entirety with City Council approval:
however, replenishing the reserve will constitute the first priority for use of year-end fund
balance in the General Fund.

» Unassigned Fund Balance — The portion of the fund batance available for any purpose.
Includes all spendable amounts not classified as nonspendable, restricted, committed, or
assigned. The General Fund is the only fund that would report a positive amount in the
unassigned fund balance.

N. Net Position

Net position is the difference between assets and liabilities. 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.

0. Long-Term Qbligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type Statement of Net Position. 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, as well as bond Issuance costs, during the current period. The face
amount of debt issued and premiums on issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures.
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P. Inventory
Inventory is valued at cost using the weighted average method. Inventory consists of expendable

supplies held for consumption and is recorded as expenditures when used (consumption method).
in the Governmental Funds, inventory is equally offset by nonspendable fund balance which
indicates that it does not constitute “currently expendable financial resources”.

Q. Restricted Assets

The City reported restricted assets on the Balance Sheet in a governmental fund that represents
bond proceeds that have not been spent at June 30, 2014 in accordance with the terms of the
bond. These assets, in the amount of $9,176,570, are to be used to fund future City public
improvements.

R. Change in Accounting Principle

Effective July 1, 2013, the City adopted the provisions of Statement of Governmental Accounting
Standards (GASB Statement) No. 65, ltems Previously Reported as Assets and Liabilifies. This
implementation requires the City to reclassify some items in the financial statements previously
presented as assets or liabilities to deferred inflows or deferred outflows, Additionally, a restatement
of net position was required, as described in footnote 16.

Note 2--Deposits and Investments

Deposits

All cash of the Primary Government and its discretely presented component units is maintained in
accounts collateralized in accordance with the Virginia Security for Public Deposits Act, Section 2.2-
4400 et. seq. of The Code of Virginia or covered by federal depository insurance.

Investments

Statutes authorize the City to invest in cbligations of the United States or agencies thereof, obligations
of the Commaonweaith of Virginia or political subdivisions thereof, obligations of the international Bank
for Reconstruction and Development (“World Bank”), the 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

The City's rated debt investments as of June 30, 2014 were rated by Standard and Poor's and the
ratings are presented below using the Standard and Poor's rating scale. The City’s investment policy

has an emphasis on high credit quality and known marketability. Holdings of commercial paper are not
allowed to exceed 35% of the investment porifolio.

External Investment Pools

The State Non-Arbitrage Poo! ("SNAP”) is an open-end management investment company registered
with the Securities and Exchange Commission (“SEC”). The fair value of the positions in the Local
Government Investment Pool (‘LGIP") is the same as the value of the pool shares. As this pool is not
SEC-registered, regulatory oversight of the pool rests with the Virginia State Treasury. LGIP maintains
a policy to operate in a manner consistent with SEC Rule 2a-7.

44




CITY OF HOPEWELL, VIRGINIA

Notes to Financial Statements
June 30, 2014

City’s Rated Debt Investments Values

Fair Quality Ratings

Investment Type Total AbA ABAM AA Y AA-
LGIP § 15315532 % - $ 15315532 $ - 8 - % -
SNAP 1,312,976 - 1,312,976 - - -
Municipal/Public Bonds 1.456,312 60,400 - 102,877 1,142,770 160,265
Corporate Bonds 3,703,737 - 28 665 378,754 2,644,379 651,939
Total $ 21,788,557 $ 80400 % 16657173 % 481,631 § 3,787,140 $ 802,204

Investment Maturities (in Years)
Less than 1

Invesiment Type Fair Value Year 1-5 Years

Murnicipal/Public Bonds $ 1456313 3 1241832 % 214,481
Corporate Debt 3,703,738 955,562 2,748,176
Totat 3 5180061 § 2,107,394 3% 2,952 857

Interest Rate Risk

According to the City’s investment policy, at no time shall securities with maturity dates in excess of six
months exceed ten percent of the total budget of the City for the current fiscal year,

Remainder of this page left blank intentionally.
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Note 3—Due from Other Governments

At June 30, 2014, the City had receivables from other governments as follows:

Commonwealth of Virginia:
{ ocal sales tax
Gaommunications tax
E-911 wireless funds
VPA funds
Victim Witness
State sales tax
Canstifutional officer remibursements
Comprehensive service

Federal Government:
Senool fund grants
School feod
VPA Funds
Public Sarvice Grant
Other grants
Totat due frem ather governments

Note 4—Interfund Obligations

Component Unit
Primary
Giovernment School Board CSA Board

$ 341,335 $ - 3 .
142,958 - -
8,217 - -
91,549 - -

46,709 -

- 642,288
103,257 - -
- - 892,167
- 970,460 -

- 76,133

165,045 "
46,176 -
10,079 - -
§ 056,326 3 1,685,881 $ 892 167

At June 30, 2014, CDBG Fund owed the General Fund $62,978.

The outstanding balances between funds result mainly from the time lag between the dates that (1)
inter-fund goods and services are provided or reimbursable expenditure occur, (2) transactions are

recorded in the accounting system, and (3) payments between funds are made.

At June 30, 2014, the Beacon Theater Fund owed the Capital Projects Fund $4,591,648 related to a
promissory note entered into by the City and the biended component unit for the renovation of the

Beacon Theater. See Note 1(B) for further discussion.




Note 5—Capital Assets

CITY OF HOPEWELL, VIRGINIA

Notes to Financial Statements

June 30, 2014

The following is a summary of changes in capital assets for the fiscal year ended June 30, 2014:

Government Activities:

Capital assets not subject to depreciation:
Land
Work in progress

Total capital assets not subject to depreciation

Capital assets subject to depreciation:
Buildings, improvements, and Infrastructure
Machinery and equipment
Jointly-ow ned assels

Total capital assets being depreciated

Less accurmulated depraciation for:
Buildings, improvements, and Infrastructure
Machinery and equipment
Jointly-ow ned assets

Total accumulated depreciation

Total capital essets being depraciated, nat

Government capital assets, net

Balance Balance

July 1, 213 Incraasa Decrease June 30, 2014
$ 6,622,901 $ - $ - $ 6622994
8,622 991 - - 6,622,991
43,517,648 1,692,729 1,197 437 44,312 940
9,055,794 1,520,030 366,001 10,209,823
30,896,040 - 999,423 20,696,617
83,269,482 3,512,759 2,562 861 84,219,380
(14.421,492) {1,309,388) - (15,730,880
(6,359,200) {571,228} 366,001 {6,574,425)
{6,833,529) (368,002) - {7,201,531)
(27.624,221) (2,248,616) 366,001 (29,506,836)

55,645,261 1,264,143 2,196,860 54,712,544

$ B2,268,252 $ 1,264,143 $ 2,195,860 $ 61,335,535

Remainder of this pags left blank intertionally.
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Balance Balance
Component Unit - Schoo] Board July 1, 2013 Increase Dacrease June 30, 2014
Government Activilies:
Capltal assets not subject to depreciation:
Land $ 398,728 $ 75,801 b - $ 474,629
Total capital assets not subject to depreciation 398,728 75,901 - 474,629
Capital assets subject to depreciation:
Buildings and improvements 62,612,437 227 154 - 52,839,591
Machinery and equipment 6,013,533 811,641 115,202 6,708,972
Jointly-owned assets {30,696,040) - (999,423) (29,696,617)
Total cap assefs being deprociated 37,928,930 1,038,795 {884,221) 39,852,946
Less accumutated depraciation for:
Buildings and improvemenis {14,180,721} (783,209) - {14,963,930)
Machinery and equipment (3,443,801} {325,646) 111,684 (3,657,763}
Jointly-owned assets 6,833,529 368,002 - 7,201,531
Total accumulated depreciation (10,790,993} (740,853) 111,684 {11,420,162)
Totai capital assets being depreciated, net 27,138,837 297 942 {772,537) 28,432 784
Government capital assets, net $ 27537685 $ 373,843 $ {(F72,537) $ 28907413

Depreciation expense was charged to functions/programs/funds as follows:
Governmental Activities:

General government administration $331,857
Judicial administration 216,094
Public safety 405,140
Public works A56,020
Health and welfare 104,331
Education 368,002
Parks, recreation, and culiural 367,172
Total governmental activities $ 2,245,616
Companent Unit: School Board $ 740,853

Legislation enacted during the year ended June 30, 2002, Section 15 of The Code of Virginia 1950, as
amended, has changed the reporting of local school capital assets and related debt for financial
statement purposes. Historically, debt incurred by local governments on behalf of School Boards was
reported in the School Board's discrete column along with the related capital assets. Under the law, local
governments have a “tenancy in common” with the Scheol Board whenever the locality incurs any
financial obligation for any school property which is payable over more than one fiscal year. For financial
reporting purposes, the legisiation permits the locality to report the portion of school property related to
any outstanding financial obligation eliminating any potential deficit from capitalizing assets financed with
debt. The effect on the City for the year ended June 30, 2014, is that School-financed assets in the
amount of $22,495, 086 are reported in the Primary Government for financial reporting purposes.
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A summary of changes in proprietary fund capital assets for the year ended June 30, 2014 follows:

Balance Balance
Sewer Service Fund July 1, 2013 Increase Decreasa June 30, 2014
Capital assets not subject {o depreciation:
Land $ 87,920 5 - $ 97,820
Work in progress 2,728,920 15,538 2,744 A58
Tetal capital assets not subject to depreciation 2,826,840 15,538 2,842 378
Capital assets subject to depreciation:
Utlity pfant in service 501,878 - 501,878
Machinery and equipment ' 809,308 - 899,308
Sewer main improvaments 32,932 973 364,087 33,327,070
Tatal capital assets being depraciated 34,334,158 394,087 34,728,256
1 ess accumulated depreciation for;
ttifity plant in service (489,002} {2,575} {481,577}
Machinery and equipment {774,472) {17,970) (702,442)
Sewer main improvements {3,928,691) {1,256,482) {5,185,173)
Total accumutated depraciation (5,192,165) {1,277 027} {6,462,192)
Total capital assets being depreciated, net 29,141,094 (382 930) 28,259,064
Sewer Service Fund, net § 31,968,834 3 {867,392) $ 31101442
Batance Balance
Solld Wasta Fund July 1, 2013 Increase Decrease June 30, 2014
Capital assets subject to depreciation:
Machinery and equipment 3 3,230 3 - $ 31,230
Less accumulatad depreciation for:
Machinery and equipment {8,246} {B,246) {12,492)
Solid Waste Fund, net 3 24,984 $ (6,246) $ 18,738
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Balance Balance
HRWTF July 1, 2013 Increase Decrease June 30, 2014
Capital assets not subject to dapraciation:
Land $ 216,026 $ $ - 5 216,028
Construction in progress 904,178 - - 904,178
Total capital assets not subject to depreciation 1,120,204 - - 1,120,204
Capital assets subject to depreciation:
Utllity plant in service 10,220,916 280,598 16,900 10,484,614
Machinery and equipment 53,205 383 125,371 - 53,420,734
Total capital assets baing depreciated 63,516,279 405,969 16,900 63,905,348
i ess accumulated depreciation for:
Utility plant in service {8,613,366) (202,316) (7,243) {8,808,459)
Machinery and equipmant {50,759,515) (647, 792) - {61,407,307)
Taotal accumulated depraciation {59,372,801) {850,108) {7.243) (60,215,766)
Tatak capital assets being depreciated, net 4,143,378 {444,139) 9,657 3,583,582
HRWTF capital assets, net $ 5,263,582 $ (444,139) 8 9,657 3 4,808,786
Balance Balance
Beacon Theater Fund Juiy 1, 2013 Increase Decrease June 30, 2014
Capital assets nat subject to depreciation.
Land $ 128,100 5 156,373 $ - $ 284,473
Construction in progress 2827836 - (2,827,836) -
Tolal capital assets not subject to depreciation 2 956,036 156,373 (2,827,938} 284,473
Capital assels subject to depreciation:
Buildings 1,031,800 4,629,251 - 5,661,851
Machinery and equipmeit - 282,809 - 282,809
Total cap assets being depreciated 1,031,900 4,626,951 - 5,844,660
Less accumutated depracialion for;
Buildings - {150,216} - {150,216}
Machinery and equipment - {38,033) - {38,033)
Total accumulated depreciation - {188,249) - (128,249)
Totat capital assets being depreclated, net 1,031,900 4,441,702 - 5,756,411
Beacon Theater capital assets, net % 3,987,936 3 4 598,075 $  (2,827.936) 5 8,040,884
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Note 6—Interfund Transfers

Interfund transfer for the year ended June 30, 2014 consisted of the folfowing:

Fund Transfers In Tranfers Out
Primary Government:

General 3 - $ 7,070,552
Capital Projects 4,824 826 -
Recreation 1,287,700 -
Virginia Public Assistance 550,700 -
Beacon 407,326 -
$ 7,070,552 $ 7,070,552

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to
the fund that statute or budget requires to expend them and (2) use unrestricted revenues collected in
the General Fund to finance various programs accounted for in other funds in accordance with
budgeting authorization.

Remainder of this page left blank intentionally.
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Note 7—Long-Term Obligations

June 30, 2014

A summary of changes in long-term obligations ig as follows:

Prim ary Government.
Governmental Obligations:

hcurred by City:
General obligation bonds
lssuance premium
Ciaims, judgments and compen-
sated absaences payable
Landfill closure lizbllky
OFEB labllity

Total incurred by City

Incurred for School Board:
State Literary Loans payable
Generai obligation bonds payable

Total ingurred for School Board

Total Governmant Chligations

Enterprise Obligations:
Revenus bonds payable
Issuance premium
Claims, udgments, and compen-
sated ahsences payable
QFEB liabsility

Total Enterprise Obligations

Balance Balance Due Within
July 1, 2013 Increases Decreases June 30, 2014 One Year

$ 26300000 $ 10860000 $ 3736500 $ 33432500 % 802,500
248,510 - 18,428 230,082 -
1,057,414 1,157 845 1,224,700 990,354 843,524
575,807 8,061 - 543,868 58,387
4,399,011 895,431 395,264 4,899,178 -
32,589,742 12,921,137 5,374,882 40,135,987 1,704,415
3,496,000 - 474,200 3,021,800 474,200
25,286,511 - 1,245,724 24,040,787 293,111
28,782,511 - 1,719,924 27,062,587 1,467,311
$ 61,872,253 § 12021137 % 7004816 $ 67198574 2§ 3471726
$ 34830000 § - % 1180000 $ 33880000 F 1,145,000
718,958 - 26,399 692,559 26,400
250,743 322,851 324,304 248,290 208,804
824,536 184,433 82,792 1,026,177 -
$ 36,724,237 5 507,284 $ 1 583,495 § 235848026 3 1,380,204
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Annual requirements to amortize iong-term debt and related interest are as follows:

City Obligations

Year General Obligation
Ending Bonds Payable
June 30 Principal Interest
2015 3 802,500 $ 1344892
2016 840,000 1,334,318
2017 847,500 1,299,821
2018 810,000 1,272,358
2019 860,000 1,234,221
2020-2024 7,162,500 5,389,491
2025-2029 9,650,000 3,723,869
2030-2034 8,827,500 1,706,589
2035-2039 3,732,500 183825.00
Total $ 33,432,500 $ 17,489,385
School Obligations
Year State Literary General Obligation
Ending Fund Loans Bonds Payable
June 30 Principal Interest Principal Interest
2015 $ 474,200 $ 60,436 $ 893,111 $ 1,160,295
2016 474,200 50,952 1,373,488 1,138,090
2017 474,200 41,468 1,622,610 1,114,742
2018 474,200 31,984 1,513,832 1,083,023
2019 375,000 22,500 1,523,011 1,073,198
2020-2024 375,000 15,000 8,347,243 4,984,239
2025-2029 375,000 7,500 5,448,838 3,103,770
2030-2034 - - 2,632,600 530,740
2035-2036 - - 686,154 41,121
Total $ 3,021,800 $ 229,840 $ 24,040,787 $ 14,239,218
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Annual requirements to retire long-term debt and related interest are as foliows:

Enterprise Obligations

Year Revenue
Ending Bonds Payable
June 30 Principal Interest T
2015 $ 1,145000 $ 1,466,365
2016 1,185,000 1,434,489
2017 1,215,000 1,399,227
2018 1,255,000 1,361,023
201¢ 1,280,000 1,319,213
2020-2024 8,520,000 5,876,685
2025-2029 4,865,000 4,587,783
2030-2034 4,620,000 3,508,005
2035-2039 5,925,000 2,192,968
2040-2043 5,660,000 565,402

Total $ 33,680,000 $ 23,711,950

Remainder of this page left blank intentionally.
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Details of long-term indebtedness are as follows:

General Obligations:

Incurred for City:
General Obligation Bonds:

$13,730,000 general obligation public improvement bond Series 2008A, payable in various
annual instaliments through July 15, 2034, interest payable semi-annually at 4.63%. $ 11,000,000

$4,480,000 general obligation public improvement bond, Series 20088, payable in various
annual instaliments through July 15, 2034, interest payable semi-annually at 5.25%. 3,415,000

$5,000,000 general obligation payable Series 2009A, payable in various semi-annual
instaliments through July 15, 2034 interest payable semi-annually at various coupon rates 4,567,500

$2,155,000 general obligation payable Series 2009B, payable in various semi-annual
instaliments through July 15, 2034 interest payable semi-annually at various coupon rates

frem 4.00% to 5.00%. 2,155,000
$2,380,000 general obligation payable Series 2011, payable in various semi-annual
instafiments through May 1, 2022 interest payable semi-annually at various coupon rates 1,435,000
from 2.00% to 3.75%.
$2,265,000 general obiigation payable Series 2013A, payable in various annual 2 285 000
installments through May 15, 2028 interest payable semi-annually at 2.10%. M
$895,000 general obligation payable Series 2013B, payable in various semi-annual 895000
instaliments through July 15, 2028 interest payable semi-annualiy at 3.63%. ’
$7.700,000 general obligation payable Series 2013C, payable in various semi-annual
instaliments through May 1, 2022 interest payable semi-annually at 2.50%. 7,700,000
Total General QObligation Bonds 33,432,600
Issuance premium 230,082
Landfill closure liability {payable from the General Fund) 583,868
Compensated absences (payable from the General Fund) 990,359
OPEB {iability (payable from the General Fund) 4,899,178
Total Incurred by City $ 40,135,987

Remainder of this page left blank intentionally.
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Enterprise Obligations:

Revenue Bond Obligations:

$8,640,000 revenue bond issued December 1, 2005, payable in various annuat
instaliments through October 1, 2025 interest payable semi-annually at varying rates $ 6,015,000

$2,790,000 Sewer System bond issued August 1, 2012, payable in various annual
instalments through October 1, 2021 interest payable semi-annually at varying rates

2.135% - 2.38%. 2,385,000

$4,160,000 revenue bond issued December 2, 2010, payable in various annual

installments through July 18, 2025, interest payable semi-annually at 2.88% - 3.38%. 4,080,000

$18,210,000 Sewsr System bond issued December 7, 2011, payable in various annual

installments through July 15, 2042, interest payable semi-annually at 2% - 5%. 18,120,000

$3,385,000 Sewer System bond issued December 7, 2011, payable in various annuai

instaliments through July 15, 2022, interest payable semi-annualiy at 1.25% - 3.75%. 3,080,000
Total Revenue Bond Obligations 33,680,000

Issuance premium 692,599

Compensated absences (Payable from the Enterprise Funds) 249,290

OPEB liability (Payabte from the Enterprise Funds) 1,026,177
Total Enterprise obligations $ 35,648,026

Advance from Capital Projects Fund $ 3,987,936

Remainder of this page left blank intentionally.
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Incurred for School Board:

State Literary Fund Loans:

$209,000 State Literary Fund Lean issued September 26, 1997, due in annual principal
installments of $10,450 through 2017; interest payable annually at 2%.

$939,000 State Literary Fund Loan issued September 26, 1997, due in annual installments
of $46,850 through 2017; inferest payable annuaily at 2%.

$239,000 State Literary Fund Loan issued September 26, 1997, due in annual prlnclpa!
instaliments of $11,850 through 2017, interest payabie annually at 2%.

$597,000 State Literary Fund Loan issued September 26, 1997, due in annual principal
instaliments of $28 850 through 2017; interest payable annually at 2%.

$7,500,000 State Literary Fund Loan issued May 15, 2001, due in annual principal
instaliments of $375,000 through 2021; interest payable annually at 2%.

Total State Literary Fund Loans

Virginia Public Authority Subsidy and Other Bends:

$4,862,705 Virginia Public Authority Subsidy Bonds issued 2001, due in annual
installments of varying amounts through 2021; interest payable annually at varying rates

$858,896 Virginia Public Authority Subsidy Bonds issued in 2005, dua in annual
instaliments of varying amounts through 2025; interest payable annually at varying rates

$2,800,000 General Obligation Qualified Zone Academy Bond issued in 2009, due in
annual installments of $188,667 through 2024, interest payable annually at 1.83%.

$7,635,000 Virginia Public Authority Subsidy Bends issued 2010, due in annual
installments of varying amounts through June 1, 2027; interest payable semi-annually at

$5,000,000 general obligation payable Series 20094, payable in varicus semi-annual
installments theough July 15, 2034 interest payable semi-annually at various coupon rates
from 3.00% to 5.875%.

$5,000,000 Virginia Public Authority Subsidy Bonds issued 2011, due in annual
instaiiments of varying amounts through June 1, 2027; interest payable semi-annuatly at

$2,700,000 General Obligation issued in 2011, due in annual instaliments of varying
amounts through June 20, 2036; interest payable semi-annually at 2.00% - 5.00%.

Total Virginia Public Authority Subsidy and Cther Bonds

Total incurred for School Board
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School Board Component Unit

The following is a summary of long-term obligation transactions of the School Board for the year ended
June 30, 2014:

Balance at Balarice at Due Within
Juiy 1, 2013 Increases Decreases Juna 30, 2014 Qne Year
Claims, judgments and compensated
absences payable $ 97,800 % 56456 & 85,793 §% 663563 % 222,854
OFEB liability {payable from the School Fund} 954,034 344,304 199,200 1,104 138
Note Payable to the City 1,811,668 - 100,545 1,711,123 105,418

$ 3,468,602 $ 400,780 $§ 385538 § 3483824 § 328,272

Note 8--Reporting Entity Transactions

During fiscal year 2011, the City agreed to loan the Hopewell Regional Wastewater Treatment Facility
(the “Facility”) $801,349 over a five-year period for the purchase of oxygen compressors for the Facility.
The Sewer Services Fund was the source of the funding for the loan to the Facility. Annual principa
payments of $160,270 plus interest are due annually on June 135 through 2015. The interest rate on this
loan is 5%. AtJune 30, 2014, $160,270 of the loan was still outstanding.

During fiscal year 2012, City Council approved a budget resolution to advance the School Board
$1,912.428 for energy conservation improvements. The School Board will repay the City over 15 years.
The effective interest rate on the loan is 8.7%. At June 30, 2014, $1,711,123 of the loan was still
outstanding.

Note 9—Landfill Post-Closure Costs

In October 1993, the City discontinued accepting solid waste at its landfill. In conjunction with the
closing of the landfill, an environmental engineering firm was engaged to devise a closure plan in
accordance with federal and state regulations. During fiscal year 2002, the City received a closing
permit; however, the time period for maintaining the site has been extended through 2022. Total
estimated costs of maintaining the site for this period is $583,868. The total current cost of landfill post
closure care is an estimate subject to change resulting from inflation, deflation, technology, or changes
in applicable laws or regulations.

The City demonstrated financial assurance requirements closure, post-closure care, and corrective
action costs through the submission of a Lacal Governmental Financial Test to the Virginia Department
of Environmental Quality in accordance with Section 9VA C20-70 of the Virginia Administrative Code.
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Note 10—Unearned and Unavailable Revenues

Unearned revenues represent amounts for which asset recognition criteria have been met but for which
revenues recognition criteria have not been met. Under the modified accrual basis of accounting, such
amounts are measurable but not available. Unearned revenues reported in governmental funds were
comprised of the following:

General Fund Unearned Property Tax Revenue: tax payments due in December that are not yet earned
totaled $9,731,190 at June 30, 2014,

School Board Unearned Revenue: unearned state and federal grants totaled $32,020 at June 30, 2014

Unavailable revenues are resource inflows that represent amounts earned, but which are not available
to liquidate liabilities of the current period. Unavailable revenues reported in governmental funds were
comprised of the following:

General Fund Unavailable Property Tax Revenue: uncollected tax billings not available for funding of
current expenditures totaled $1,543,204 at June 30, 2014,

General Fund Unavailable Other Tax Revenue: uncollected other tax billings not available for funding of
current expenditures totaled $20,830 at June 30, 2014.

Note 11—Commitments and Contingencies

Federal programs in which the City and all discretely presented component units participate were
audited in accordance with the pravisions of U.S. Office of Management and Budget Circular A-133,
Audits of States and Local Governments and Non-Profit Organizations. Pursuant to the provisions of
this circular all major programs were tested for compliance with applicable grant requirements.

While no matters of noncompliance were disclosed by audit, the Federal Government may subject
grant programs to additional compliance tests which may result in disallowed expenditures. In the
opinion of management, any future disallowance of current grant program expenditures, if any, would
be immaterial.

On December 18, 2010, the City was informed by the United States Environmental Protection Agency
(“EPA"} that the Hopeweli Regicnal Wastewater Treatment Facility (the "Facility"} was in violation of the
Clean Air Act for 32 days during January and February of 2010. The Facility is potentially subject ta a
$37,500 administrative penalty and a $37,500 civil action for injunctive relief and/or civil penalties for
each day in violation. The City and the Facility are currently negotiating the potential penalties with the
EPA as of the audit report date. Regardless of the outcome, the City is not solely responsible for any
financial exposure, as the five other Facliity Commission members would be liable for their portion of
any future seftlement. During the past year, the Facility provided the EPA with requested information to
address some of the EPA’s concerns regarding alleged violations. As of the report date, the EPA has
not responded to any of the submittais from the Facility. The last meeting held with the EPA was in
January 2014.

Note 12—Litigation

At June 30, 2014, there were no matters of litigation invelving the City or which would materially affect
the City’s financial position should any court decisions on pending matters not be favorable to such
entities.
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Note 13—Defined Benefit Pension Plan

A. Plan Descriptich

Name of Plan: Virginia Retirement System ("VRS”)
Identification of Plan: Agent and Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Administering Entity: Virginia Retirement System ("System”)

The City and School Board contribute to the VRS, School Board professional employees participate
in a VRS statewide teacher cost-sharing pool, and the City employees and School Board
nonprofessional employees participate as a separate group in the agent multiple-employer
retirement system.

All full-time, salaried permanent employees of participating employers must participate in the VRS.
Benefits vest after five years of service. Members earn one month of service credit for each month
they are employed and their employer is paying into the VRS. Members are eligible to purchase
prier public service, active duty military service, certain periods of leave, and previously refunded
VRS service as credit in their plan.

VRS administers two defined benefit plans for local government employees — Plan 1 and Plan 2.

o Members hired before July 1, 2010 and who have service credits before July 1, 2010 are
covered under Plan 1. Non-hazardous duty members are eligivle for an unreduced
retirement henefit beginning at age 65 with at least five years of service credit or at age 50
with at least 30 years of service credit. They may retire with a reduced benefit as early as
age 55 with at least 10 years of service credit or age 50 with at least 5 years of service
credit.

« Members hired or rehired on or after July 1, 2010 and who have no service credits before
July 1, 2010 are covered under Plan 2. Non-hazardous duty members are eligible for an
unreduced benefit beginning at their normal Social Security retirement age with at least 5
years of service credit or when the sum of their age and service equals 90. They may retire
with a reduced benefit as early as age 60 with at least 5 years of service credit,

» Eligible hazardous duty members in Plan 1 and Plan 2 are eligible for an unreduced benefit
beginning at age 60 with at least five years of service credit or age 50 with at least 25 years
of service cradit. These members include sheriffs, deputy sheriffs, and hazardous duty
employees of political subdivisions that have elected to provide enhanced coverage for
hazardous duty. They may retire with a reduced benefit as early as age 50 with at [east 5
years of service credit. All other provisions of the member’s plan apply.

The VRS Basic Benefit is a lifetime monthly benefit based on a retirement multiplier as a
percentage of the member's average final compensation multiplied by the member's fotal service
credit. Under Plan 1, average final compensation for vested members is the average of the
member's 36 consecutive mornths of highest compensation. Active, non-vested members in Plan 1
will have their average final compensation based on the average of the member's 60 consecutive
months of highest compensation. Under Plan 2, average final compensation is the average of the
members 60 consecutive months of highest compensation. The retirement multiplier for non-
hazardous duty members who are vested is 1.70% and 1.65% for non-vested members. The
retirement multiplier for sheriffs and regional jail superintendents is 1.85%. The retirement multiplier
for eligible political subdivision hazardous duty employess other than sheriffs and jail
superintendents is 1.70% or 1.85% as elected by the employer. The City has elected 1.85%. At
retirement, members can elect the Basic Benefit, the Survivor Option, a Partial Lump-Sum Option
Payment (‘PLOP”) or the Advance Pension Option. A retirement reduction factor is applied to the
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Basic Benefit amount for members electing the Survivor Option, PLOP, or Advance Pension Option
of those retiring with a reduced benefil.

Retirees are eligible for an annual cost-of-living adjustment ("COLA”) effective July 1 of the second
calendar year of retirement. Under Plan 1, the COLA cannot exceed 5%; under Plan 2, the COLA
cannot exceed 6%. During years of no inflaticn or deflation, the COLA is 0%. Active non-vested
members in Plan 1 and Pian 2 will only be able fo receive a maximum COLA of 3%, The VRS also
provides death and disabiiity benefits. Title 51,1 of the Code of Virginia (1950), as amended,
assigns the authority to establish and amend benefit provisions to the General Assembly of Virginia.

The System issues a publicly available comprehensive annual financial report that includes financial
statements and required supplementary information for the VRS, A copy of that report may be
downloaded from its website ai hitp://www.varetire.org/pdf/publications/2012-annual-report.pdf or
obtained 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 annual salary to the VRS. The City and School Board are required to contribute the
remaining amounts necessary to fund their participation in the VRS using the actuarial basis
specified by the Code of Virginia and approved by the VRS Board of Trustees. The City and Schoo!
Board's non-professional employee contribution rates for the fiscal year ended 2014 were 10.35%
and 9.03% of annual covered payroll, respectively.

The School Board contributed $2,691,109, $2,572,277, and $1,365,752 to the teacher cost-sharing
pool for the fiscal years ended June 30, 2014, 2013, and 2012, respectively, and these contributions
represented 11.66%, 11.66%, and 6.33%, respectively, of current covered payroll.

C. Annual Pension Cost

For fiscal year 2014, the Cily's annual pension cost of $1,975,438 was equal to the City’s required
and actual contributions.

For fiscal year 2014, the City School Board’s annual pension cost for the Board's non-professional
employees was $159,628, which was equal to the Board’s required and actual contributions.

Three-Year Trend informaticn

City and School Board Non-Professional Employees

Annual Pension Parcentage of Net Pension
Fiscal Year Ending Cost (APCY (1) APC Contributed Obligation
City
June 30, 2014 $1,975,439 100% $ -
June 30, 2013 1,628,910 100% -
June 30, 2012 1,614,687 100% -
Component Unit: School Board
June 30, 2014 $ 159,628 100% $ -
June 30, 2013 151,758 100% -
June 30, 2012 142,548 100% -

(1) Employer portion only
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The required conttibution was determined as part of the June 30, 2013 actuarial valuation using the
entry age normal actuarial cost method. The actuarial assumptions at June 30, 2013 included (g) 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 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 prior plan members and 2.25% for new plan
members. Both the investment rate of return and the projected salary increases inciude an inflation
component of 2.50%. The actuarial value of the City's and School Board's assets is equal to the
modified market value assets. This method uses technigues that smooth the effects of short-term
volatility in the market value of assets aver a five-year period. The City and School Board's unfunded
actuarial accrued liability is being amortized as a level percentage of projected payroll on an open
basis. The remaining amortization period at June 30, 2014 was 19 years.

D. Funded Status and Funding Progress

As of June 30, 2013, the most recent actuarial valuation date, the City plan was 73.22% funded. The
actuarial accrued liability for benefits was $98,491,794, and the actuarial value of assets was
$72,117,226 resulting in an unfunded actuarial accrued liability ("UAAL”) of $26,374,568. The covered
payroll (annual payroll of active employees covered by the plan) was $15,583,116, and the ratio of the
UAAL to the covered payroll was 169.25%.

As of June 30, 2013, the most recent actuarial valuation date, the School Board Non-Professional plan
was 73.80% funded. The actuarial accrued liability for benefits was $7,754,981, and the actuarial value
of assets was $5,707,383, resulting in an unfunded actuarial accrued liability of $2,047,578. The
covered payroll (annual payroll of active employees covered by the plan) was $1,684,920, and the ratio
of the UAAL to the covered payroll was 121.52%.

The projection of future benefit payments for an ongoing plan Involves estimates of the value of
reported amounts and assumptions about the probability of occurrence of events far inte the future.
Examples included assumptions about future mortality and investment rate trends. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to confinual revision as actual results are compared with past expectations and
new estimates are made about the future. The schedule of funding progress, presented as Required
Supplementary Information following the notes fo the financial statements, presents muitiyear trend
information about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the aciuarial accrued liability, (*“AAL") for benefits.
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Note 14—Surety Bonds

The following Surety bonds are maintained by the City:

Fidelity and Deposit Company of Maryland — Surety (Faithful Performance of Duty Schedule Position
Bond):

Tamara J. Ward, Clerk of the Circuit Court $ 1,075,000
Teresa L. Batton, Treasurer 500,000
Debra A. Reason, Commissioner of the Revenue 3,000
lLuther M. Sodat, Sheriff 30,000
The above constitutional cofficers and subordinate employses - blanket bond 50,000

VSBA — Surety {$10,000): Dr. John Fahey, Superintendent of Schools, Monhique Barnes, Clerk of
School Board, Melody F. Bage, Deputy Clerk of School Board

Note 15—Pastemployment Benefits Other Than Pensions

Plan Description
The City and the School Board each maintain a single employer defined benefit plan that offers eligible

retirees post-retirement medical coverage if they retire directly from the City or Schools and are eligible
to receive an early or regular retirement benefit from the VRS. Health benefits include medical
coverage only.

Funding Policy
The City of Hopewell contributes toward the retiree’s healthcare costs based on the following schedule:

Group
A. Hired before July 1, 2003 and retired before January 1, 2004 with at least 15 years of service

B. Hired before July 1, 2003 and retired after January 1, 2004 with at least 15 years of service
C. Hired on or after July 1, 2004 with at least 11 years of service
D. Hired on or after July 1, 2008 with af least 5 years of service

City Contribution
Group Retires Only Retiree and Spouse MNotes

Frozen contribution rate; will not change in
A $534 $948 future years

2014 City contribution for a single active
B $553 N/A employee; wiill be adjusted in future vears

Percentage of City contribution for a single active
employee, based on years of services. See

C Varies N/A following table.
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Years of Service Percentage of Premium

0-10 0%
11 40%
16-20 60%
21 80%
D Varies N/A Percentage of City contribution for a single

active employee based on years of services
See tahle below:

Years of Service Percentage of Premium

05 $ 50 per month
6-10 $100 per month
11-20 $150 per month
21 $200 per month

Note that the City contribution is limited fo the actual premium rate and is offset by any VRS health
insurance credit received by the retiree.

A retiree eligible for a City confribution may receive the credit even if he or she is not enrolled in a City-
sponsored plan. The contribution may be applied toward the cost of other coverage.

Each year, retirees participating in the City’s sponsored plans wilf be given the opportunity to change
plans or drop coverage during an open enroliment period. The pre-Medicare retirees have a choice of
three plans from United Healthcare: Choice Plan 049M, Choice Plan 044 and Choice Plus Plan
097M(POS). The maijority of the patticipants are in Choice Plan 044. Medicare-eligible retirees and
spouses must enroll In the Ovations AARP Medical Supplement Plan. Any City contribution for which
the retiree is eligible will apply toward the Medicare Part D Premium in addition fo the Qvations
premium.

Sehool Board professional retirees receive a $55 per month credit from the Schoal Board towards their
premium. Nonprofessiona! retirees receive $55 per month plus the amount of credit that they would
have received from Virginia Retirement System Teachers Health Insurance Credit if they were eligible.

Pre-85 retirees may choose between four plans administered by Optima Health: two HMO HSA eligible
plans, a PPQ HSA eligible plan, and a co-pay plan. The Schools currenfly have 70 retirees without
spouse coverage, 32 refirees with spouse coverage and 2 retirees with child coverage on their plan.
The City has 68 retirees without spouse coverage and 31 retirees with spouse coverage participating in
the pian.

Annual OPEB Caost and Net OPEB Obligation

The City and School Board's annual other postemployment benefit (‘OPEB") cost (expense) is
calculated based on the annual required contribution of the employer (‘ARC"). The City and School
Board have elected to calctilate the ARC as the normal cost plus amortization of the unfunded portion
of actuarial accrued liability in compliance with GAAP. The ARC represents a level of funding that, if
paid on an ongoing basis, is projected to cover normal cost each year and {o amortize any unfunded
actuarial liabilities {or funding excess) over a petiod not to exceed thirty years.
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The estimated contributions are based on projected medical premium payments and credit for the
implicit rate subsidy made during the year for the retired employees by the City and School Board. The
following table shows the components of the City and School Board's annual OPEB cost for the vear,
the amount actually contributed to the plan, and changes in the City and School Board's net OPEB
obiigation to the Retiree Health Plan:

Primary Compenent Unit
Government Scheol Board
Annual Required Contribution $ 1,131,600 $ 346,200
Interest on Net OPEB obligation 186,324 33,566
Adiustment to annual required contribution {196,849) (35,462)
Annual OPED cost (expense) 1,121,075 344,304
Estimated Gontributions made (519,269) {199,200}
Increase in net OPEB obfigation 601,806 145,104
Net OPEB obligation - beginning of year 5,323,549 8959 034
Net OPER obligation - end of year $ 5925355 $ 1,104,138

The City and School Board’s annual OPEB cost, the percentage of annual OPEB cost contributed to
the plan, and the net OPEB obligation for the last three fiscal years were as follows:

Annual Percentage Net OPEB
Fiscal Year Ending OPEB Cost Contributed Obligation
City:
June 30, 2014 $§ 1.121,075 4200% $ 50925355
June 30, 2013 1,079,866 38.36% 5,323,647
June 30, 2012 1,168,828 44.66% 4,668,681
Schaocl Board:
June 30, 2014 $ 344,304 67.86% § 1,104,138
June 30, 2013 330,178 42.61% 958,034
June 30, 2012 450,627 38.67% 769,556

Funded Status and Funding Progress

As of June 30, 2013, the City's actuarial accrued liability for benefits was $15,563,800, all of which was
unfunded. The covered payroll (annual payroll of active employees covered by the plan) was
$15,493,800, and the ratio of the unfunded actuarial accrued liability to the covered payroll was
100.45%.

As of June 3Q, 2013, the Schoeol Board’s actuarial accrued liability for benefits was $3,216,300, all of
which was unfunded. The covered payroll (annual payrol! of active employees covered by the plan) was
$23,136,200, and the ratio of the unfunded acluarial accrued liability to the covered payroll was
13.90%.

The projection of future benefit payments for an ongoing plan involves estimates of the value of
reported amounts and assumptions about the probability of occurrence of events far into the future.
Examples included assumptions about future employment, mortality, and healthcare cost trends.
Amounts determined regarding the funded status of the plan and the annual required contributions of
the employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as
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Required Supplementary Information following the notes to the financiai statements, presents multi-
year trend information about whether the actuarial vaiue of plan assets is increasing or decreasing over
time relative to the actuarial accrued liabilities for benefits.

Methods and Assumptions

Pension and postemployment benefits plan funding requirements are based on the benefils provided
under the terms of the plan in effect at the time of each annual valuation and on the pattern of sharing
between the employer and the plan member at that point. Projections of benefils for financial reporting
purposes are based on the substantive plan (the plan as understood by the employer and plan
mermbers) and include the types of benefits provided at the time of each valuation and the historical
patiern of sharing of benefit costs between the employer and plan members 1o that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-
term perspective of the calculations. Actuarial valuations involve estimates of the value of reported
amounts and assumptions about the probability of events far into the future, and the actuarially
determined amounts are subject to continual revision as results are compared to past expectations and
new estimates are made about the future. The actuarial calculations reflect a long-term perspective.

o Actuarial Cost Method - The cost method for valuation of liabilities used for this valuation is the
Projected Unit Credit (‘PUC”) Actuarial Cost Method. A PUC accrued benefit is determined for
each active member in the plan on the basis of the member's average final compensation
projected to the assumed date of retirement and the member's creditable service at the
valuation date. The actuarial liability for retirement benefits is the sum of the actuarial present
value of the PUC accrued benefit of each active member. The normal cost for retirement
panefits is the sum of the actuarial present value for the expected increase in the PUC accrued
benefit during the plan year for each active member under the assumed retirement age.

The actuarial liability and the normal cost for termination benefits, disability benefits, and pre-
retirement spouse’'s death benefits are determined in a similar manner by projecting the
member's average final compensation to each assumed date of termination, disablement, or
death. The actuarial liability and normal cost for the supplemental benefits are based upon the
present value of the expected supplement expected to be paid to those covered employees
attaining eligibility. The actuarial liability for inactive members is determined as the actuarial
present vaiue of the pension and supplemental benefits expected ta be paid.

The difference between the actuarial liability and the actuarial value of the assets is the
unfunded actuariai liability. The annual required contribution is the sum of the normal cost and
the amount necessary to amortize the unfunded actuarial liability over the amortization period.
The amortization amount is determined as a leve! percent of payroll.

Additionally, the following simplifying assumptions were made:

» Retirement Age for Active Employees - Retirement age was estimated based on tables used for
the VRS State Employees valuation and assumed that participants begin to retire when they
become eligible to receive healthcare benefits.

s Mortaiity - Life expectancies were based on mortality tables from the 1994 Group Annuity
Mortality Tables for males and females with a one year setback in pre-retirement for males and
females.

s [nflation - The assumed inflation rate is 2.5%.
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¢ Coverage Elections - The actuary assumed that 70% of current actives of the Hopewell City
Public Schools will efect medical coverage when they retire and that 30% of retirees who elect
coverage will cover a spouse. The actuary assumed that 70% of current actives of the City of
Hopewell will elect medical coverage when they retire and that 30% of retirees who elect

coverage will cover a spouse.

s Investment Rate of Return - Based on the historical and expected returns of the City and School
Board's short-term investment portfolio, a discount of 3.50% was used. In addition, the projected

unit credit actuarial cost method was used.

+ Oiher Assumptions inciude;

= Payroll increases of 3.00% per year.

* Health Care Cost Trend of 7.00% graded to 4.80% over 80 years.
e« The unfunded actuarial accrued liabifity is being amortized as a level percentage of
projected payroll cn an open basis over a remaining amortization period at June 30, 2014 of

29 years

Note 16—Accounting Changes and Restatements

Effective July 1, 2012, the City adopted the provisions of GASB Statsment 65, ffems Previously
Reported as Assets and Liabifities (Statemant No. 85). The provisions of Statement No. 65 relevant to
the City refated to changes in the accounting and reporting of honded debt activities. Specifically, bond
issuance costs incurred are recorded as current period expenses as opposed to being deferred and
amortized over the maturity period of the debi. Statement 65 also requires that deferred credits
resulting from the refunding of debt be presented as a deferred inflows of resources and not as assets
or liabilities. As the provisions of Statement No. 65 were effective as of the beginning of the fiscal year,
net position as of that date has been adjusted as accordingly:

Net position, June 30, 2013 balance

as previously reported
GASB 86 adjustment - debt issuance costs
Balance, as restated, June 30, 2013

Net position, June 30, 2013 balance

as previously reported
GASB 66 adjustment - debt issuance costs
Balance, as restated, June 30, 2013

Governmental
Activities
$ 29,156,472
(475,691)
$ 28,680,781
Business-type
Activities HRWTF Sewer
$ 31,540,419 $ (108,711) $ 28,394,037
{686,075) (72,568) (613,507)
___$ 30,854,344 $ g179,279) $ 27,780,530
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Note 17—Subsequent Events

In April of 2015, the City borrowed $2,500,000 in the form of a general obligation public improvement
bond to finance the acquisition and installation of a new public safety gommunications system. Payments
and interest are due semi-annually beginning on July 15, 2015. The interest rate on the debt is 2.275%.

;
j
!
;
;
:
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Exitlbit 11

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

General Fund
For the Year Ended June 30, 2014

REVENUES
General property taxes
Other local taxes

Permits, privilege fees, and regulatory licenses

Fines and forfeitures

Revenues from the use of money and property

Charges for sarvices
Miscellansous
Recovered costs
Intergovermmantal revenues;
Commonwealth
Federal
Total revenues

EXPENDITURES
Current
Genaral govemmant administration
Judicial administration
Public safety
Public works
Health and welfare
Education
Parks, recreation, and cutural
Comrmunity development
Nondeparimental
Debt service:
Principal retiremeant
Interest and other fiscal charges
Total expanditures

Excess (deficiency) of revenues over
{under) expenditures

OTHER FINANCING USES
Operating transfers out
Total other financing uses

Met change in fund baiances
Fund balances - heginning
Fund balances - ending

Variance
with Final
Original Final Positive
Budget Budget Actual {Negative)
26,794,700 § 26794700 $ 25308595 $ (1,486,105)
6,319,788 6,319,788 6,159,304 (150,484)
11,500 11,500 105,139 93,639
1,701,800 1,701,80C 1,561,049 (140,751)
49,000 48,000 49,838 838
522,200 544,200 626,224 82,024
3455328 4,028,617 1,391,986 (2,.636,631)
884,500 884,500 884,500 -
6,321,500 6,333,620 8,102,766 1,769,148
313,600 337 481 358,156 20,675
46,373,916 47 006,206 44 547 657 (2,457 ,849)
2,983,120 2,993,119 3,887,357 (894,238)
1,050,321 1,869,903 2,347 692 {377,789)
11,256,048 11,416,340 13,363,832 {1,047 492)
3,784,835 3,729,956 3.924,013 {194,058)
550,500 550,500 1,638,848 (1,088,348)
8,612,551 9,512,551 9.635,915 {123,364)
564,300 605,400 605,374 26
580,316 587,680 811 387 {23,698}
5,409,400 5,409,400 1,058,007 4,353,393
1,550,468 1,550,468 1,550,468 -
1,280,781 1,280,781 1,280,781 -
39,432,640 36,606,106 39,901,674 {295,568)
6,941,276 7,393,100 4,645,883 (2,753,217)
{5,638,800) {6,255 900} {7,070,552) {814,652)
{5,638,800) (6,255,900} (7 070,552) {844,652)
1,304,476 1,143,200 {2,424 669) (3,567,860)
13,802,528 13,802,828 13,802,828 -
15107304 § 14946028 § 11,378,189 3 (3,567,869)
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Exhiblt 12

REVENLES
Intergovernmental revenues:
Commonwealth
Federal
Revenues from the use of money and property
Total revenues

EXPENDITURES
Curent -
Health and welfare
Total expenditures

Excess (deficiency) of revenues
over {under) expenditures

OTHER FINANCING SOURCES
Operating transfers in
Total other financing sources

Net change in fund balances
Fund balances - beginning
Fund balances - ending

Variance
with Final
Criginal Final Positive
Budget Budget Actual (Negative)
1,163,100 1463100 $ 1,117,363 § (45,737}
2,061,200 2,061,200 2,016,752 {44,448}
- ~ ] 8
3,224,300 3,224,300 3,134,123 (90,177)
3,775,000 3,776,000 3,620,403 154,597
3,775,000 3,775,000 3,620,403 154,697
(550,700) (550,700) {486,280} 64,420
550,700 550,700 550,700 -
550,700 550,700 550,700 -
- - 64,420 54,420
- - 215,871 215,871
- - % 280,291 § 260,281
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Actaarial Actuarial Unfunded UAAL
Value of Accrued {Exoess Funded) Funded Annual as % of
Valuation Assets Liability AAL (UAAL) Ratic Covered Payroll
Date {AVAY {AAL) (3} - (2} {(2)/(3) Payroll {41 (8)
(1 () 3) 4 (8} (6) (M
Primary Government:
City Retirement Plan:
G/30/2013 $ 72117226 $98491,794 3 26 374,568 73.22% % 15583115 169.25%
63072012 71,072,887 £6,525635 25.452,748 73.63% 14,492 438 175.62%
673020114 72,458,030 83,069,849 20,611,819 77.85% 14,484,485 142.30%
Discretely Presentad Component Unit:
School Board Non-Professionals Retirement Plan;
83012013 $ 5,707,383 $ 7,754,961 § 2,047 578 7360% § 1,684,920 121.52%
6/3072012 5,687,729 7,698,754 2,011,025 73.88% 1,609,656 124.94%
630/2011 5,858,191 7.650,726 1,792,535 7B.57% 1,654,357 108.35%
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City of Hopewsli, Virginia
Schedule of Funding Progress for Ratiree Health Insurance Plan
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Actuarial Actuariat Unfunded UAAL
Valua of Accrued (Excess Funded) Funded Annual as % oof
Valuation Assats Liability AAL (UAAL) Ratio Covered Payrail
Date (AVA} (AAL) (3) -~ (2} ()7 (3 Payroll {4)7{6)
) @ @ @ ) © @)
Primary Government:
City Health Flan:
613072013 3 - $15,563,800 § 15,563,800 0.00% § 15,493,800 100.45%
6/30/2011 - 14,363,300 14,363,300 0.00% 14,355,500 100.05%
8/30/2008 - 20,991,283 20,991,293 0.00% 14,588,852 143.89%

Discretely Presented Component Unit:
School Health Plan

8/30/2013 $ - $ 3,218,300 & 3.216,300 0.00% $ 23,136,200 13.90%
8/30/2011 - 4,495,400 4,495,400 0.00% 24,583,200 18.29%
86/30/2008 - 3,377,368 3,377,368 0.00% 22,193,161 15.22%
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Notes to Required Supplementary Information
Year Ended June 30, 2014

Budgetary Data

The following procedures are used by the City in establishing the budgetary data reflected in the
required supplementary information:

1.

The City Charter requires the City Manager to submit to the City Council an annual budget
for the ensuing fiscal year at least 60 days prior to the beginning of such fiscal year.

A public hearing on the budget is held after a synopsis of the budget is published in a local
newspaper of general circulation. After a public hearing, the City Council may change any
item in the budget (other than debt service or items required by law). A budget resolution
must be adopted by the City Council prior to June 30 or as soon thereafter as is practicable.

The City utilizes the budget resolution as a budgetary control whereby City Council adopts
budgets for estimated revenues and expenditures on a departmental basis for the General
Fund and Special Revenue Funds. Capital Projects Funds are budgeted on a project-length
basis, Adopted budgets may be amended or superseded by action of City Council.

Appropriation control is maintained at the function level within individual funds.
Appropriations lapse at year end. Encumbrances and reserved fund balances outstanding at
year-end are re-appropriated in the succeeding year. Several supplemental appropriations
were necessary during the fiscal year.

All budgets are adopted on a basis consistent with accounting principles generally accepted
in the United States of America.
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Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Capitai Projects Fund
For the Year Ended June 30, 2014

REVENUES
Other local taxes
Intergovernmental revenues:
Commonwealth
Revenues from the use of meney and property
Miscellaneous
Total revenues

EXPENDITURES
Education
Capital projects
Debt service:
Principal retiremeant
_interest and other fiscal charges
Total expenditures

Deficiency of revenues under expenditures

OTHER FINANCING SOURCES {USES)
Operating transfers in
Qperating transfers out
Proceeds from issuance of bonds
Total other financing sources, nat

Net change in fund balances
Fund balances - beginnhing
Fund balances - ending

Variance
with Final
Original Final Fositive
Budget Budget Actual {Negative)
1,810,000 § 2,550,000 $ 2435875 $ (114,125)
- - 106,041 106,041
125,000 10,000 28,603 18,603
3,134,000 4,134,371 615,972 (3,518,399)
5,069,000 6,694,371 3,186,491 (3,507,880}
- - 1,151,759 (1,151,759)
2,214,800 6,485,470 4,190,524 2,294,948
2,082,400 2,082,400 3,905,956 (1,823,558}
2,540,000 2,140,000 1,771,384 368,616
6,437,300 10,707,870 11,019,623 {311,753}
{1,368,300) {4,013,499) (7,833,132) (3,819,632)
3,753,600 4,013,500 4,824,826 811,326
- (800,000} - 800,000
- - 10,860,253 10,860,253
3,753,500 3,213,500 15,685,079 12,471,679
2,385,200 (798,999) 7,851,947 8,651,946
160,597 1 13,092,081 13,082,080
2545797 § (799,988) $ 20944028 § 21,744,026
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Exhibit 16

Assets

Cash and investmenis

Receivables, net of allowance for uncollectinles
Total assets

Liabilities and fund balances
Liabilities:
Accounts payable
Accrued liabilities
[Jue to other funds
Total liabilities

Fund balances:
Assigned

Total fund balances
Total liabilities and fund balances

Community

Development

Recreation Block Grant Arfi-Litter
Fund Fund Fund Total
$ 280015 % - % 17746 § 297 780
9 - - 9
280,024 - 17,745 297,768
21,660 3,161 752 25,573
10,672 - - 10,572
- 62,978 - 682,978
32,232 66,139 752 99,123
247 702 (66,139) 16,993 198,646
247,702 {66,139) . 16,993 198,646
% 280,024 § - % 17,745 § 297,769
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Exhibit 17
City of Hopewell, Virginia
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Nonmajor Special Revenue Funds
For the Year Ended June 30, 2014

Community
Development
Recreation Block Grant Anti-Litter

Fund Fund Fund Totat
REVENUES
Revenues from the use of money and property 3 142,205 % - % 3 3 142,208
Charges for services 57,882 - - 57,982
Miscallaneous 75,185 - - 75,155
Local government 15,330 - - 15,330
Intergavernmental revenues. 1
Commonwealth - - 5,699 5,608
Federal 5,969 210,064 - 216,033
Total revenues 206,641 210,084 5,702 512,407 §
EXPENDITURES
Current:
Public works - - 3,263 3,263
Parks, recreation, and cultural 1,559,681 - - 1,559 681
Community development - 278,153 - 278,153
Total expenditures 1,650 681 278,153 3,263 1,841,087
Excess (deficisncy) of revenues
over (under) expenditures (1,263,040} (63,088) 2,438 {1,328,600)
OTHER FINANCING SOURCES
Operating transfers in 1.287.700 - - 1,287,700
Total other financing sources 1,287,700 - - 1,287,700
Net change in fund balances 24,660 (68,089) 2,439 (40,990)
Fund balance - beginning 223,132 1,850 14,554 239,836
Fund balance - ending $ 247,792 $ (66,139) § 16,993 § 158,646
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City of Hopewell, Virginia
Schedule of Revenues, Expenditures, and Changes in Fund Balances -
Budget and Actual
Recreation Fund
For the Year Ended June 30, 2014

REVENUES
Revenues from the use of money and property
Charges for services
Miscellaneous
Intergovernmental revenues:

Local government

Faderal

Total revenues

EXPENDITURES
Current -
Parks, recreation, and cultural
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES
Cperating transfers in
Total other financing sources

Net change in fund balances
Fund balances - beginning
Fund balances - ending

Varianca with

Final Budget
Final Paositive
Budget Actual {Negative)

3 207,400 § 142,205 § {65,195)
100,000 57,982 {42,018)
139,671 79,155 (64,516}

16,000 15,330 330
8,000 5,969 (2,031)
470,071 206,641 {173,430)

1,761,271 1,558,681 201,590

1,761,271 1,659,681 201,590

(1,291,200} (1,263,040) 28,1860
1,291,200 1,287,700 (3,500)
1,291,200 1,287,700 (3,500)
- 24,660 24,660

37,738 223,132 185,394

$ 37,738 § 247792 $ 210,054
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City of Hopewell, Virginia
Schedule of Revenues, Expenditures, and Changes in Fund Balances -
Budget and Actual
Community Development Block Grant Fund
For the Year Ended June 30, 2014

Variance with

Final Budget
Final Positive
Budget Actual (Negative)
REVENUES
Intergovernmental revenues-
Federal $ 197,676 % 210,064 % 12,388
Total revenues 197,676 210,064 12,388
EXPENDITURES
Current -
Community development 84,206 278,153 (193,947)
Total expenditures 84,206 278,153 (193,947)
Excess (deficiency) of revenues over
{under) expenditures 113,470 (68,089} (181,558)
Net change in fund balances 113,470 (68,089) {181,559)
Fund balances - beginning - 1,950 1,950
Fund balances - ending $ 113,470 % (66,139) $ (179,609
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Exhibit 20
City of Hopewell, Virginia
Schedule of Revenues, Expenditures, and Changes in Fund Balances -
Budget and Actual

Anti-Litter Fund
For the Year Ended June 30, 2014

Variance with

Final Budget
Final Positive
Budget Actual (Negative)
REVENUES
Revenues from the use of meney and property 3 - 3 3 % 3
Infergovernmental revenues -
Caommonweaith 5,000 5,699 699
Total revenues 5,000 5,702 702
EXPENDITURES
Current -
Public works 5,000 3,263 1,737
Total expenditures 5,000 3,263 1,737
Excess of revenues over expendifures - 2,439 2,439
Net change in fund balances - 2,439 2,439
Fund balances - beginning 12,622 14,554 27,176
Fund balances - ending $ 12622 $ 16,993 % 29,615
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Exhibit 21
City of Hopewell, Virginia
Statement of Changes in Fiduciary Assets and Liabilities
Agency Fund
For the Year Ended June 30, 2014

Balance Balance
Beglnning End of
of Year Additions Deductions Year
Speclal Welfare Fund:
Assets -
Cash and cash equivalents $ 71950 $ 41080 $ 31,692 § 81,438
Liahilities -
Amounts held for social services clients $ 71950 § 41080 § 316882 § 81438
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Exhibit 22

Building
School Schoaol and Bus Total
Opsrating Cafeteria Texthook Replacament Governmental
Fund Fund Fund Fund Funds
ASBSETS
Cash and cash equivalants $ 3,489,844 § 951,190 § 900,894 $ T1.570 % 6063495
Receivables, net of afllowance
for uncollaciibles 858,407 2973 - - 58,380
Bua from other funds - - - 254 434 254 434
Dua from other governmental units 1,612,748 76,133 - - f.688 881
Imvenlorias - 51,268 - - 51,288
Total assets 5,157,959 1,091,564 900,891 956 004 8,116,458
LIABILITIES AND FUND BALANCES
Liabiktiaes:
Accounts payabie 563,080 14,562 - - 517,642
Accrued {labilities 4,400,485 94,554 - - 4,496,039
Due ¢ other funds 254 434 - - - 254,434
Unearned revenuas - 32,020 - - 32,020
Tolal liabilitias 5,157 9898 141,138 - - 5,289,135
Fund balances;
Nonspendable - 51,268 - 232,618 283 BBE
Restrictad - 899,180 - - 888,160
Assigned - - 800,891 733,388 1,634,277
Total fund halances - 950,428 800, 859 966,004 2,617,323
Total liabilities and fund balances $ 5,157,989 $ 1,001,564 $ 900,881 3 965,004 5 8,116,458
Total fund balances per above $ 2,817,323
Amounts reported for governmantal aclivities i the Statement of Net Position are differant because:
Capital assels used in governmental activities are ol financial resousces and, therefore, are not reported in the funds.
Capltal assets § 40,327,575
Less: accumulated depreciation {11,420,162) 28,907 413
Long-term fiabilities, including compensated ahsences payable, are not due and payable in the current period and,
tharafors, are not reparted in the funds.
GCompensated absences (66B,563)
OPEB obfigations {1,104,138)
Note payable lo the Primary Govarnment (1,711,123) {3,483,824)
Net position of governmental activities § 28,240,912
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Exhibit 23
City of Hopewel!, Virginia
Combining Statement of Revenues, Expenditurss, and Changes in Fund Balances
Governmental Funds - Discretely Presented Companertt Unit - School Board
For the ‘ear Ended June 30, 2014

Building
Schoal Schaot and Bug Total
Operating Cafeterla Textbook Replacement Governmentaf
Fund Fund Fund Fund Funds
REVENUES
Revenues from the usze of money and property 3 84 % 1190 % 118§ 148 % 411
Charges for sefvices 145889 508,056 - - 653,945
Miscellanecus 35,302 - 49 . 35,358
Recovered costs 52,037 - - - 52,037
Inlergovemmental revenues:
Local govamment 11,912,690 - - - 11,812,590 ;
Commonwaaith 25,127,164 46,385 270,673 - 25 444,222 }
Federal 4,685,592 1,465,881 - - 8,651,473 i
Tokal revenues 41,958,645 2,520,432 270,240 119 44 750,038
EXPENDITURES
Cumment:
Administration 1,416,233 - - - 1,416,233
Instruetion 34,613,243 - 152,288 - a4, 765 531
Operating 5,784,273 2,517,454 - - 8,301,737
Capital projects - 36,721 - 526,366 563,087
Total expendituras 41,813,749 2,584 185 152,288 526,386 45,048,558
Excess [deficiancy) of revenues over {under) expenditures 144,886 (33,753) 118,852 {526,247} (295 552)
OTHER FINANGING SOURCES {USES)
Transfers in 427,408 - - 681,844 1,109,253
Transfars out {681, 844) - - {427 ,409) {1,109,253)
Total other financing sources and {Uses), net {254,435) - - 254 435 -
et charga n fund balances {108,539) (33,759 118,552 (271,812} {286,5652)
Fund balanges - beginning 108,539 584 181 782,339 1,237 816 3,113,875
Fund balances - ending $ - 3 950428 & 300,691 & 966,004 § 2,817,323
Met change in fund balances - kotal governmental funds - per abova : $ (298,552}
Armount reported for governmantal activities in the Statement of Acthvties are different because:
Govermnmenlal funds report capital outlays as expanditures, However, in the Slatement of
Activitles, the cost of those assets i3 allocated over their estimated useful lives and reported
as depreciation expense, This is the amaunt by which the capital outlays exceeded
depreciation in the current period.
Capital outéay, net of disposals $ 1111178
Net change in Cily Interest in School assets 699,423
Depreciation expense {740,853} 1,369,748
Soma expanses reporied n the Statement of Activilies do nol require the use of current
financial resources ang, therefore, are not reporied as expendliures in governmeantal funds.
Decrease in claims and compensatad absences 29,337
Increase in OPEB {labllity (145,104)
Decrease in iwie payable fo the Pramary Govemment 140,545 (15,222
Change in net position of governmantal activities § 1,067 74

82



GCity of Hopewell, Virginia
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Discretely Presented Component Unit - School Board

Far the Year Ended June 30, 2014

Exhibit 24

REVENUES
Revenues from the use of money and praperty
Charges for services
Miscellaneous
Recovered cosls
Intergovernmental revem:es:

Local government

Commonwazlth

Federal

Total revenuss

EXPEMDITURES
Cuprent;
Education
Dabt service
Total expenditures

Excess (deficiency) of revenies over {under} expendiures

OTHER FINANCING SOURCES {USES}
Transfers in
Transfers oul

Total other financing scurces and {uses}, nat

Net change in fund balance
Fund balance - baghnning
Fund bhalance - ending

School Operating Fund

Variznce with

Final Budget
Budgated Amounts Posiflve
Qriginal Finaf Actusl (Negative)

% 2,000 $ 2,000 54 $ (1,936)
378,039 379,039 145,889 {233,150)
179,398 179,398 36,309 {144 089)

95,000 201,187 52,037 (149,120)
11,812,126 11,912,580 11,912,580 -
24,657 407 24,718,973 25,127,164 408,191

5,143,654 5,720,336 4,685,592 {1,034,744)
42 068,624 43,113,493 41,858,645 {1,154,848}
42,010,704 43,165,202 41,813,749 1,351,453
2,428,046 2,831,465 - 2,831,465
44,436,840 45,896 667 41,813,749 4,182,918
{2,368 ,216) (2,883,174) 144,896 3,028,070
2,795,626 3,201,045 427,409 {2,773,636)
(427,410} (437,410} (681,844) {254 434)
2,368,216 2,773,635 {254,435) {3,028,070)
- {109,539) {109,539} -

- 109,539 109 539 -

§ - % - - % -
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Exhihbit 2%
City of Hopewall, Virginla
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Discretely Presented Component Unlt - School Board
For the Year Ended June 30, 2014

School Gafateria Fund

Variance with
Final Budget

Budgeted Amounts Pasitive
Original Finat Actual {Neagatlve)
REVENUES
Revenues from the use of money and property k3 3000 % 8,000 § 110 % {7,890)
Charges for services 567,000 567,000 508,056 {58,944}
Intergovernmenial revenuss:
Gommanwesalth 45,026 48,026 48,385 359
Federal 1,180,008 1,180,000 1,965,881 Fi5,881
Total revenues 1,811,026 1,811,026 2,520,432 709,406
EXPENDITURES
Current:
Education 1,029,238 2,235,696 2,081,423 154,273
Operations and mainienance 784,965 528,387 435,041 92,316
Capital projecls 96,823 45,973 36,721 10,252
Total expendilures 2,811,026 2,811,026 2 554,185 256,841
Excess (deficiency) of revenues over {(under) expendituras {1,000,000) (1.000,000) {33,763) 946,247
Net change in fund balance {1,000,000) (1,000,000 (33,7463} 966,247
Fund balance - beginning 1,004,000 1,000,008 984,181 (15.819)
Fund balancs - ending 3 - 5% - % 950428 3§ 950,428
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For the Year Ended June 30, 2014

City of Hopewell, Virginia
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Discrately Presented Component Unit - Schoel Board

Exhihit 25

REVENUES
Revenues from the use of money and property
Miscellaneous
Intergovernmental revenues -
Commonwealth
Total revenues

EXPENDITURES
Lurrent:
Education
Tofal expenditures

Excess (deficiency) of revanuas aver (under} expendituras
Net change in fund balance

Fund balance - heginning
Fund balancs - ending

Textbook Fund

Variance with
Final Budget

Budgeted Amounts Pasitive

Orlglnal Final Actug) {Megative)
% 2,000 $ 2000 § M3 (1,882)
500 560 49 d51)
265,089 285,088 270,673 5,584
267,589 267,589 270,840 3251
650,000 650,000 152,288 487,712
650,000 650,000 152,288 497,712
(382,411} {382,411) 118,552 500,963
{382,411) {382.411) 118,552 500,863
583,567 583 567 782,338 198,774
$ 201,156 3 201,158 3 900,891 3 809,735
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Exhibit 27 :

City of Hopewall, Virg!nla
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budgst and Actual
Discretely Presented Compoenent Unit - Schoo! Board
For the Year Ended June 20, 2014

Building and Bus Replacement Fund

Variance with

Final Eudget
Budgeted Amounts Positive
Criginal Flnal Actual {Negative)}
REVENUES
Revenues from the use of money and properly 3 00 5 300 § 119 3 {181}
Tolal revenues s 300 - 118 {181}
EXPENDITURES
Capital projects:
Capital outlay 495,000 879,320 523,178 356,142
Purchased sendces and olier - 5,000 3,188 1,812
Total expenditures 495,000 884,320 526,366 357,954
Excess (defiviency) of revenues gver (under) expenditures {494,700} {884,020) {526,247) 367,773
OTHER FINANCING SOURGES {USES)
Transfers in 427410 427410 631,644 254,434
Tranzfers out {427.410) {427,410} {427 400} 1
Total other finranciag sources, net - - 254 436 254,435
Net change in fund balances {494,700} {884,020) {271.812) 812,208
Fund balances - beginning 537,928 G27,245 1,237 816 316,571
Fund balances - ending 3 43225 ] 43,225 $ 086,004 $ 822,778




City of Hopewell, Virginia

Discretely Presented Component Unit - Comprehensive Services Act Board

Balance Sheet

June 30, 2014

Exhibit 28

ASSETS
Due from cther governmental units
Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable
Accrued liabilitiss
Tetal iabilities

Fund balances:
Unassigned
Total fund balance
Total liabilities and fund balances

87

892,187

A |en

692,167

691,620
647

692,167

692,167 _




Exhibit 29
City of Hopewell, Virginia
Statement of Revenues, Expenditures, and Changes in Fund Balances
Discretely Presented Component Unit - Comprehensive Setvices Act Board
For the Year Ended June 30, 2014

REVENUES
Miscellaneous 3 47,146
Intergovernmental revenues:
Local government 1,164,256 !
Commenwealth 2,726,972
Total revenues 3,938,374
EXPENDITURES
Current:
Health and welfare 3,938,374
Total expendifures 3,938,374

Excess of revenues over expenditures -

Net change in fund balance -
Fund balance - beginning -
Fund balance - ending $ -
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City of Hopewell, Virginia
Schedule of Revenues and Expendliures - Budget and Actual
General Fund
For the Year Ended June 30, 2044

Schedule 1

Varianca
wilh Final
Original Firal Pasitive
Budget Budget Actual (Negatlve)
Revenues:
Revenues from iocal sources:
Genergl property taxes:
Real property laxes % 13,995000 §$ 13995000 $ 13771417 $ {223,583)
Reat and personal public service corporation taxes 3,415,000 3,415,000 3,800,122 385,122
Personal praperty taxes 4,325,000 4,325,000 2,428,933 {1,896 067}
Machinery and tools taxes 4,758,700 4,758,700 5,066,978 307,278
Penalties 300,000 300,000 207,298 {g2,701)
Interest - - 33,846 33,846
Total general properly laxes 26,794,700 26,794,700 25 308 595 (1,486,105}
Gther locaf taxes;
Local sales and use taxes 1,933772 1,833,772 2,050,168 116,398
Consumers' uility taxes - - 348,009 348,009
Electric and naiural gas consumplion taxes 1,800,000 1,800,000 474,606 {1,325,385)
Communications tax - - 805,286 805,398
Rigtt of way user fees 60,000 60,000 58,467 (1,533}
Business lcense taxes 1,923,916 1,923,916 1,773,174 (150,742)
Cable TV and gas franchise fax 2,100 2106 2,100 -
Mator vehicle censes 360,000 360,000 387,250 27,250
Bank stock taxes 120,000 120,000 118,408 {1,592}
Taxas on recordalion and wills 120,000 120,000 144,737 21737
Total alher taxes 6,319,788 6,319,788 6,168 304 {160,484)
Parmits, privelege fees, and regulaiory licenses:
Animal licenses 5,500 5,600 5225 (274}
Permits and other licanses 6,000 8,000 99,913 93,913
Total permits, privelege fees, and regulaiors licenses 11,500 11,500 105,138 93,639
Fines and forfeitures:
Cawirt fines and forfaituras 1,701,800 4,701,800 1,561,049 {140,751)
Revenuas from use of monay and property:
Revenue from use of money 7,000 7,000 4,838 {2,162}
Revarue from use of property 42 000 42,000 45,000 3,000
Tolal revenues fram use of money end property 49,000 49,000 49,838 #38
Charges for sarvices:
Charges for law enforcemeant and traffic contral 2,200 2200 9,221 7,021
Chargss for courthouse maintenance 35,000 345,000 4.2 524 7,524
Charges for EMBS 356,000 356,000 348270 {7,730)
Charges for law tiorary - 22,000 24,414 2414
Charges for courthouse security 134,000 134,000 198,077 54,077
Miscelianeous dog fees {5,000) {5,000 3.718 8,718
Total charges for services 522,200 544,200 626,224 82,024
Miscellaneous revenues;
Miscellaneous 2,194,228 2 767,517 134,486 (2,633,031)
Payment ir: kgt of taxes 1,261,100 1,261 100 1,257,500 (3,600
Total miscetlanecus revenuss 3,455,328 4028617 1,394,586 (2,636,631
Recovered cosls.
Administrative charge back solid waste 502,00¢ 502 000 502,000 -
Administrative charge back sewer service 382,500 382 500 382,500 -
Total recovered costs 884,500 884,500 884 500 -
Total reventeas from local sources 39,738 816 40,334,106 36,086,635 {d,247 470)
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Schedule 1
City of Hopewell, Virginia
Schedule of Revenues and Expenditures - Budget and Actual
General Fund
For the Year Ended June 30, 2014

variance
with Final
Oniginal Finat Positive
Budget Budgst Actual {Negative}
General Fund: {Continuad]}
Revenues from the Commonwealth:
MNoncategonical aid ;
Molor vehicle carrers’ tax - - 28,034 29,034 :
State recordation tax 20,000 20,000 24,273 4,273
Personal property tax ralief funds - - 1,618,030 1,618,030
Totat noncategorical aid 20,000 20,000 1,670,337 1,650,337
Categorical aid:
Shared expenses:
Commenweallh's Atiorney 392,806 403,300 386 641 {16,659)
Sheriff 329,000 322,000 328,546 {454)
Commissioner of Revenue 103,400 103,400 103,920 520
Treasiurar 103,700 103,700 103,336 {364}
Redistrar/Electoral Board 33,800 33,800 36,678 2,778
Clerk of the Circuit Court 223,100 223,300 229,632 6,532
Total shared expenses 1,185,805 1,185,300 1,188,653 {7,647}
Cther categorical aid:
Streat and highway maintenance 3,495,520 3,495,520 3,606,948 111,428
Emergency madical services- 4 for life 17,000 17,000 18,455 1,455
DMV 10,060 10,000 24,801 14,801
Other state aid - - 7 7
HE 599 palice suppport 1,267,000 1,267,000 1,267,000 -
E-911 wiralass grant 45300 45,300 53,670 8370
Arts and humanities grant - - 5,000 5,000
Vietim-witness grant 114,000 114,000 95,511 {18,489)
VJICCA 104,500 104 500 105,185 6585
Fira programs 62,375 64,000 67,199 3198
Total other categorical aid 5,115,685 5117320 5,243,776 126 456
Total categorical aid 5,301,500 6,313,620 5,432,429 118,803
Total revenues from the Commonweatth 6,321,500 6,333,620 8,102,766 1,769,145
Reverite from tha faderal government:
Categoricai aid:
Civil defense, emergancy management 124,306 207,100 42683 {164,417)
CDB®G, Social services indiract cast allocation 70,000 70,000 91,671 21,671
GJIP grant - 23,881 89,388 85,507
Fire grant 36,500 36,500 121,670 85,170
Other federal aid 82,794 - 12,744 12,744
Total categorical aid 313,600 337 481 358,156 20,675
Tatal revenues from the federal government 313,600 337,481 358,158 20,875
Total General Fund $ 48373818 3 47,005,206 $ 44,547,557 § (2,457 649}
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City of Hopewell, Virginia

Schedule of Revenues and Expenditures - Budget and Actual

General Fund

For the Year Ended June 30, 2014

Schedule 1

Variance
with Finai
Original Final Paositive
Budget Budget Actual [Nagativa)
Expenditures:
General government administration:
Legisiative:
City Council 111,285 111,285 128,880 (17,595)
City Glerk 62,000 62,000 78,482 (16, 483)
Totad general government adminisiration 173,285 173,285 207,362 {34,077)
General and financial adrminisiration:
City Manager 246,000 248,000 452,565 {216,565)
Gity Attarney 173,000 173,000 252,752 {79,792}
Economic development 126,600 126,600 124,368 2232
intergovarnmantal affairs 80,015 00,015 92,304 (2,289)
Commissioner of Revenues 310,000 210,000 399,866 (89,866)
Human resources departmeant 204,000 204,000 287,712 (83,712}
Treasurer 292,999 292,909 394,453 {101,494}
Finance 1,246,223 1,242,220 1,532,438 {250,218)
Total general znd fnancizal administration 2,688,837 2,684,834 3,546,538 {861,704)
Board of elections
Electoral board and officiais 130,998 135,000 133,567 1,443
Tatal board of elections 130,998 135,600 133,587 1443
Total general government adminisiration 2,593,120 2,993,118 3,887 457 (894,338}
dudicial administration:
Courts:
Cirouit Court 70,000 70,000 76,028 8,028)
General district court 55,000 556,000 60,602 (5,802}
Sheriff 1,080,000 1,083,629 1,267 352 (173,723)
Law library 32,821 22,000 22610 {610)
Clark of the circuit court 290,000 280,000 377,883 (87,883)
Court services unit 7,000 7,000 5,264 1.736
Southside Legal Aid contribution A5G0 500 500 -
Total courts 1,535,321 1,538,128 1,810,239 (272,110)
Commonwealth's Attomey
Commanwealtty's Attomey 415,000 431,774 537,423 {105 648)
Total Camimonwealth's Attornay 445,000 431,774 537,423 {105 B49)
Total jurtadictional administration 1,950,321 1,969 903 2,347 BB2 (377,7569)
Public Safety:
Law enforcement and traffic control;
Police departrent 5,245,000 5,297 511 6,511,643 1,214,132}
Total law enforcement and Irafiic control 5,245,000 5,297 511 65611,6843 (1,214,132}
Fire and resrue sorvices:
Fire department 2,765,755 2,773,042 3,258,134 (484,592)
TFokal fire and rescue services 2,765,755 2,773,542 3,258,134 {494,592)
Gorrection and detention:
Crater Youth Care Commission 252 00D 262,000 230,537 21,463
Riverside Regional Jail 2,453,000 2,453,000 2,607 600 (164,600)
VYJCCCA grant 147,000 147,000 154,343 {7,343)
Taotal correction and detention 2,852 000 2,852,000 2,962 480 {140,480)
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City of Hopewell, Virginia

Schedule of Revenues and Expenditures - Budget and Actual
General Fund

For the Year Ended June 30, 2014

Scheduls 1

General Fund: {Continued)
fnapactions:
Buitding
Tatal inspections

Other protection
Animal control
Emergency and safety services
Tatal other protaction
Total public safaty

Pukdic works:

Maintenarnce of highways, streets, bridges and sidewalks

General engineering

Total maintenance of highways, streets, bridges and sidawatks

Maintenance of general buildings and grounds:
Cemetary parpetuzl care
Total maintenance of genaral buildings and grounds

Total public works

Health and welfare:
Health
Supplement of local health department
Total health

Mental heallh and mental retardation
Community services board
Total mentat health and retardation

Welfare:
Contribution fo Comprehensive Services Act Board
Tax relief for the aiderly
Telal welfare

Total health and welfare

Education:
Other instructional cosls:
Contribution to community colleges
Caontribution to City School Board
Total education

Parks, recreation, and cultural
Cuitural enrichiment:
Historic Hopewell Foundation
Arts and humanities
Total cuttural enrichment

Library:
Contiibution to regional jibrary
Total library

Total parks, racreation, and cultural

Variance

with Final

Original Final Positive

Budget Budgst Actual {Negative)
227200 228,000 300,520 {72 .520)
227200 228,000 300,520 {72 52003
70,447 169, 882 180,581 {10,699)
95,646 05 405 120,474 {25,088}
166,083 265,287 301,089 {35,768)
14,256,048 11,418,340 13,363,832 {1,047 ,492)
3,775,185 3,720,955 3,893,978 {164,023}
3,775,188 3729,955 3,893,978 {164,023}
4,660 - 30,035 {30,035)
4,650 ~ 30,038 {30,035)
3,784,835 3,728,955 3,924,013 {194,058)
212,000 212,000 212,000 -
212,000 212,000 212,000 -
308,500 108,500 108 420 &40
108,500 108,500 108,420 80
- - 1,164,255 {1,164 255)
230,000 230,060 154,173 75827
230,000 230,000 1,318,428 {1,088, 428)
550,500 550,500 1,638,848 {1,088,348)
3,800 3,800 3,800 -
9,608,754 9,608,751 9,632,115 {125,364
9,510,551 9,510,551 9,635,915 {(125,364)
42,000 12,000 12,000 -
1,000 42,100 42,100 -
13,000 54,100 64,100 -
551,300 551,300 551,274 26
561,300 551,300 551,274 26
564,300 805,400 505,374 26
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Schedule of Revenues and Expenditures - Budget and Actual

City of Hopewell, Virginia

General Fund
For the Year Ended June 30, 2014

Schedale 1

Generaf Fund: (Continued)
Comimiunity development:
Plaaning and cormmunity development:
Community development
Tourism and economic development
Total plannisig and community devefopment

Nondepartaantak
Employee welfare and other banefits
Property and liability insurance
Other
Cantingency
Confributicns to civic organizations
Tatal nondepartmental

Debt sarvice:
Prircipal retirement
Interest and other fiscal charges
Tatal debt service

Total General Fund

Vaiiance
with Final
Crigtnal Final Positive

Budget Budget Actual (Megative)
401,689 401,689 433,617 (31,928)
178,627 185,000 177,770 8,230
580316 5R7 689 611,387 {23,698}
4,331,300 4,331,300 477 575 3,853,724
290,000 280,000 2177 (52,177}
11,700 161,700 81,427 40,273
514,500 514 500 - 514,500
173,900 173,900 174,757 {857)
5,411,400 5,411,400 1,065,937 4,355,463
1,550,468 1,550,468 1,550,468 “
1,280,781 1,280,781 1,280,781 -
2,831,249 2,831 248 2,831,249 -
3 38432640 § 30606108 § 29001674 $ (295 568)
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City of Hopewell, Virginia

Schedule of Revenues and Expenditures - Budget and Actual
Virginia Public Assistance Fund

For the Year Ended June 30, 2014

Schedule 2

Revenues:
Revenue from the Commonweaith:
Categorical aid -
Fublic assistance and weHare adminisiration
Totzl categorical aid

Total revenue from the Commonwealth

Revenues from the federal government
Categorical aid -
Public assistance and welfare administration
Total categorical aid

Total revenues from the federal government

Cither Revenues -
Revenues from the use of money and property

Total Virginia Public Assistance Fund

Expenditures:
Health and welfare:
Welfare and social services.
VWelfare administration
Public assistance
Purchased services
Total welfare and social services

Total health and weifare

Total Virginia Public Assistance Fund

Variance
with Final
Qriginal Flnal Positive
Budget Budget Actual (Negative}
$ 1,963,100 § 1,183,100 1,117,363 § (48,737)
1,163,100 1,163,100 1,117,363 {45,737}
1,163,100 1,163,100 1,117,383 {45,737)
2,061,200 2,081,200 2,016,752 {44,448}
2,061,200 2,061,200 2.016,752 {44,448)
2,081,200 2,061,200 2,018,752 {44 448}
- - 8 8
$ 3224300 $ 3,224,300 3,134,123 §  (80,177)
$ 2,848,774 § 2848774 2,754,574 $ 94,200
775,050 775,050 705,432 69618
151,176 151,176 160,397 {8,221)
3 775,000 3,775,000 3,620,403 154,597
3,775,000 3,775,000 3,620,403 154 597
$ 3.775000 $ 3,775,000 3,620,403 $ 154,597
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City of Hopewell, Virginia
Schedule of Revenues and Expenditures - Budget and Actual

Recreation Fund

For the Year Ended June 30, 2014

Schedule 3

Revenues:
Revenues from local sources:
Revenuas from use of meney and property:
Miscellaneous grants
Revenue from the use ¢f properly

Tota! revenues from use of meney and property

Charges for services -
Other charges for services
Total charges for senvices

Miscellaneous revenues:
Danations
Miscellaneous refunds and grants
Total miscellaneous revenues

Total revenues from focal sources

Revenue from the federal government
Calegorical aid -
Summer faeding program
Total categorical aid

Total revenues from the federal government

Total Revenues

Expenditures:
Parks, recreation, and cutural;
Parks and recreation:
Recreation centers and playgrounds
Communfy division
Athletics division
Seniors' division
Pool center
Parks
Harbor patrol and marina operation
Total parks and recreation

Total Expenditures

Variance
with Final
Final Positive
Budget Actual {Negative)
g 15000 $ 15,330 §$ 330
207,400 142 209 {65,191}
222 400 157 535 {64,865)
100,000 57 962 (42,018)
100,000 57,982 (42,018)
37,800 75,155 37,355
101,871 - {101,871)
138,671 75,155 (64,518)
452,071 290,672 {171,399)
8,000 5,969 (2,031)
8,000 5,569 (2,031)
8,000 5,959 {2,031)
% 470071 & 296641 % (173,430}
$ 10542658 § 918552 & 135,713
111,500 91,209 20,281
154,756 143 677 11,079
148,000 120,843 18,157
189,200 196,071 (6,871)
1,000 - 1,000
102,550 80,320 22,2214
1,761,271 1,559,881 201,580
5 1,761,271 & 1559681 § 201,550
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City of Hopewell, Virginia
Schedule of Revenues and Expenditures - Budget and Actual
Community Development Block Grant Fund

For the Year Ended June 30, 2014

Schedule 4

Revenues
Revenues from local sources -
Revenues from use of money and property
Totzl revenues from the use of money

Revenue from the federal government
Categorical aid -
Community Development Block Grant funds
Total categorical aid

Total revenues from the federal government
Total Revenues

Expenditures
Community development -
Pianning and community development
Total Expenditures

06

Variance

with Final

Final Positive

Budget Actual (Neative)
$ - b - § -
536,067 210,064 (326,003)
538,067 210,064 (326,003}
536067 210,064 (326,003)
$ 535067 $ 210,064 L (326,003)
$ 422597 § 278,153 3 144 444
$ 422,597 $ 2781563 $ 144,444




City of Hopewell, Virginia
Schedule of Revenues and Expenditures - Budget and Actual
Anti-Litter Fund

For the Year Ended June 30, 2014

Schedule &

Revenues
Revenues from local sources -
Revenues from use of money and property
Total revenues from use of money

Revenues from the Commoanwealth:
Categorical aid -
Anti-litter grant
Total categorical aid

Total revenues from the Commoanwealth
Total Revenues

Expenditures

Public works -

Sanitation and waste removal
Total Expenditures

Variance

with Final

Final Positive
Budget Actual (Negative)
$ - % 3 % 3
- 3 3

5,000 5,699 699

5,000 5,699 699

5,000 5,699 699

$ 5,000 $ 5702 § 702
$ 5,000 $ 3263 % 1,737
$ 5,000 $ 3263 § 1,737
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City of Hopewell, Virginia

Schedule of Revenues and Expenditures - Budget and Actual
Capital Projects Fund

For the Year Ended June 30, 2014

Schedule 6

Ravanues
Revenues from other gavarnments-
Commonwealth
Total revenuss from other governments
Local sources:
Other tocal taxes:
Hotel and motel room taxes
Restaurant food taxes
Total othar |ocal faxes

Revanues from use of money and property -
Revenue from the use of meney
Total revenues from use of money and property

Miscellanegus ravenues -
Cther miscellaneous
Total miscellanaous revanues

Total revenue from local sources

Total Revenues

Expenditures
Education:
Capital projects expenditures:
GIS mapping
Other projects
Streets, curbs, and gutters
Information management system
Downtown development plan and program
Atwater Road project
Totai capital projects

Debt Service:
Principal retirement
Interest and other fiscal charges
Total debt service

Total Expenditures

98

Variance
with Final
Final Positive
Budget Actual {Negative)

- $ 106,041 106,041

- 106,041 106,041
750,000 650,628 {90,372)
1,800,000 1,776,247 {23,753)
2,550,000 2435875 (114,125)
10,000 28,603 18,603
10,000 28 603 18,603
4,134,371 615,872 {3,518,399)
4,134,371 515,972 (3,518,389)
6,694,371 3,080,450 {3,813,921)
6,594,371 § 3,186,401 (3,507,880)
33,307 % - 33,307
5,662,545 3,631,863 1,820,682

508,487 440916 87,571
&£0,000 24,885 25,105
17,382 856,462 231,920

23,748 7388 16,361
6485470 § 4,190,524 2,294 846
2082400 $ 3205956 {1,823,556)
2,140,000 1,771,384 368616
4222400 $§ 5677340 {1,454 940)
40,707.870  § 11,019,623 {311,7583)

:
_f
:
i
;



City of Hopewell, Virginla
Schoedule of Revenues - Budget and Actual
Component Unit Scheof Board
For the Year Ended June 20, 2044

Schadula 7

Variance with
Final Budget -

Original Final Positive
Fund, Major inor Revenue Source Budget Budgzet Actual {Negative}
Discretely Prasented Component Linit - School Board:
School Cperating Fund:
Revenues froim local sources:
Revenues from use of money and properdy -
Revenues fram the use of money 3 2000 3% 2000 § 4 % (1,338}
Charges for services -
Charges for education 379,039 379,039 145,889 {223,150)
Miscellangous revenues -
Other miscalianaous 178,398 178,388 35,300 (144,088)
Recovered costs -
E-rate funds 95,600 201,157 52037 (149,120%
Total revenues from local sources 555,437 761,504 233,299 {528,295)
Intergovemmental revenues:
Rewvenues from local governments -
Centribution from the City of Hopawell, Virginia 11,642,126 11,812 580 11,912,590 -
Total revanues from local governiments 11,612,126 11,812,590 11,812,590 -
Revenues from the Commonwealih;
Categorical aid;
Share of state sales tax 3,577,151 3.577,151 3,491,144 {86,007)
Basic school aid 11,810,820 11,810,890 12,108,494 387,604
ISAEP 18,717 15,717 17,217 1,500
Remediat summer education 175,080 175,980 106,381 {89,508)
Reguiar foster care 21,806 21,808 9,072 {12.734)
Speclal education fosler care - - 16,015 18,015
Homeabound education 18,528 18,528 13,475 {5.053)
Gifted and tatented 435,898 135,898 138,760 2,862
Remedial sducation 869 478 809,478 826,528 17,050
Special education 1,802,123 1,802,123 1,840,082 37,858
Vocational 12,088 12,088 6,659 {5,409)
Vocational adutt 6,684 6,684 - {5,684)
Vocaticnal educalion 200,892 200,892 205 664 4,772
Social security fringe bensfits 815,387 B15 387 832,561 17,174
Retiremsnt fringe benefits 1,361,032 1,369,832 1,390,815 28,687
Group life insurance benefits 50,223 50,223 51,281 1,058
Early reading intervention 119,014 119,014 114,254 {4,760)
At-risk paymenis 1,014,898 1,044,898 1,038,135 21,237
Primary class size 1,130,044 1,120,044 1,184,287 54,243
At-risk four year olds 648 565 645 565 549,565 -
Education technology 206,000 206,000 208,000 -
Standards of Learning algebra reediness 92 802 92,602 92,602 -
National board certified teacher 8,000 8,000 5,000 {3,000}
Mentor teacher program 4,680 4,660 4,316 {344)
English as a second language 84,087 84,097 79,552 {4,545)
Additional assistanee for retentfon 231,452 231,452 231452 -
Compensatior Supplement 302,318 302,318 308,570 8,252
School Security Equiprnen] Grant - 61,566 81,567 1
Career Switcher New Teachar - - 1,000 1,000
STEM Reeraitment - - 5,000 5,000
Indusfry cedlfication costs - - 3912 3,912
Total categorical aid 24,557 407 24,718,973 25,127,164 408,101
Total revenues from the Commonwealih $ 24,657,407 $  24,718.973 $ 25,127,164 $ 408,181
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Gity of Hopeweli, VirgInia
Schedule of Ravenues - Budget and Actual
Component Unit School Board
For the Year Endod June 3¢, 2014

Schedule 7

Variance with
Final Budget -

Orlginal Final Pesitive
Fund, Maior and Mincr Reyenue Source Budget Budget Actual {Negatlva)
Revenus from the feders! government:
Calegorical aid:
Title | $ 1,948,048 3 2,238,219 5 1,618,535 § {619,684)
Tille VI-8, special education 940,930 940,930 874,526 {66,404)
Vocatlonal education 08,229 89,329 73,306 {26,023)
Titke I 66,642 81,271 23,402 (37,869)
Title Il 288,010 286,010 224,215 {61,795)
impact Aid 38,640 38,540 31,201 {7,339)
Gear up - - (563} (A63)
Schoni improvement Grant 438,087 730,869 558,811 (172,098)
JROTC £9,500 64 500 64 522 5,022
Head Start 1,181,964 1,181 964 925,083 {256,901}
Medicaid reimbursements 82 604 82 604 286,276 203,672
AP Tast Fees : - - 5,085 5,085
State Assessmend & Related Activity - - 113 113
Total categorical aid 5,143,654 5,720,336 4,685,502 {1,034, 744}
Total Schaol Opsralng Fund $ 42 066,624 $ 43,113,493 3 41,958,645 $  (1,154.848)
School Cafeteria Fund:
Revenues from local spurces:
Reventes from use of manay arnd property -
Ravenue from the use of money $ 8,000 $ 8,000 $ 110 % (7.890)
Charges for services -
Cafeteria sales 567,000 567,000 506,098 {58,844)
Total revenues from local sourcas 575,000 575,000 508,166 (56,834)
Intergovernmantal revenuss:
Revenue from the Commanwealth:
Categorical aid -
Scheool foad program grant 46,028 46 026 48,385 358
Revente from the fadera! government:
Categorcal aid:
Scheol feod program grant 1,190,000 1,190,000 1837444 €647 444
USDA commodities - - 128,437 128,437
Total categorical aid 1,160,000 1,190,000 965,801 775,881
Total revenues from the federal governmant 1,180,000 1,180,000 1,965,881 775,881
Total School Cafeferia Fund 3 1,811,026 3 1811026 % 2,520432 % 709 406
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Schedule 7
City of Hopewell, Virginia
Schedule of Revenuss - Budget and Actual
Component Unit School Board
For the Year Ended June 3¢, 2014

Variance with

FIna! Budget -
Original Final Positive
Fupd, Major and Minor Revenue Source Budgot Buidget Actual {Nagative)
Textbook Fund:
Revenues from use of money and properly -
Ravenues from the use of money % 2,000 3 2,600 3 118 {1,882)
Total revenues frem use of monay and property 2,008 2,000 118 (1,882)
Miscelianeous revenues -
Oiher miscellanaous 500 500 45 451)
Total misceflanzous revenues 500 500 49 {451)
Intergovernmental revenues:
Revenuss fromn the Commanwealth:
Categorical aid -
Texthook funds 265,089 265,089 270,673 5,584
Total revenue from the Commonwealth 265,089 265 089 270,673 5,584
Total School Texthook Fund % 267,588 $ 267 589 $ 270,540 $ 3,251
Digeretely Presented Companant Unlt - School Board:
Capital Profects Fund
Building and Bus Replacemeant Fund
Revenues from use of money and property:
Revenues from the use of monay 5 300 % 300 5 119 $ {181}
Total revenues from use of money and propery 300 300 19 (181}
Total Building and Bus Replacement Fund 3 300 % 00 3 118§ {181}
Total Discretety Presented Component Unit - Scheo Board $ 44,147,538 5 45,192 408 $ 44,750,036 $ {442,372}
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Schedule §
City of Hopswall, Virginia
Scheduts of Expoanditures - Budget and Actual
Component Unit - School Board
For the Year Ended June 30, 2814

Variznca with
Final Swdget -
Originak Final Positive
Budget Budget Actual {Negative)
[Mscretely Presented Compenent Unif - School Board
Bchaof Operating Fund
Education:
Administralion of schoals -
Adrninistralion % 1449474 % 1453950 § 1416233 % 47 117
Tatal adminlstration of schools 1,449,424 1,463,950 1418,233 47717
Insluclion costs:
Compensation 3,820,661 30,710,590 30,273,805 338,885
Supplles 1,434 821 1,624,486 1,345 736 278,690
Equipment 405,330 386,627 72,681 13,046
Purchegsed services 1,626,055 278782 2,590,961 247 821
Total instruclion costs 34,388,006 35,500,585 34,513 243 887.342
Operating costs:
Aftendance and heelth sarvices TRB,357 809,772 743,136 86,837
Pupil transpeniation 1,120,354 1,203,521 1,199,060 4,461
Operalion and mairlenancs of schao) plant 4 7RG B53 4,187,373 342,077 345,796
Tofat oparaling costs 8,173,364 4,200,667 5,784,273 416,304
Tolal aducation 42,013,794 43,165,202 41,813,749 1,351,453
Cparating costs -
Dabt service 2 456 046 2,831 485 - 3 31465
Tolal Schoal Operating Fund S 44430840 2§ ASQ0BERY 3 41,813,740 5 4,182918
SBchool Cafeteria Fund:
Educetion:
Schoal food services -
Adminisiration of schocl fosd program $ 1029238 § 2235696 § 2.08(420 § 154,273
Total educalan 1.929.238 2,235 696 2,088,423 154,273
Operations:
Fepair & replacemant of equipmant 140,457 469,359 359,389 59,980
Criner 44,405 58,998 36 847 22 356
Tolal Operafions & daintenance 784,965 528,357 436,041 92,316
Capltal project expenditures -
Gapital projects 86,823 48 973 36721 10,252
Talel capilal projects 96,823 46,873 J5.721 10,252
Total Schoul Cafeterda Fund 5 2.8!1.{]28 $ 2811026 $ 2554188 g 258,841
Textbook Fund:
Eduzation -
Instruction $ 650,000 § 650,000 B 152 288 F 497,12
Total educallon 650,000 850,000 152,288 497,712
Total School Textbook Fund $ 850,000 3 £50,000 5 152 288 $ 49?.?13_.
GCapital Projects Fund:
Bullding and Bus Replacemend Fund
Education:
Capltal project expenditures:
Other project costs ] - 3 5000 % 3480 % 1,812
Capital projacts 495,000 279,520 523,178 356,142
Total capital projecis 495 000 684,320 525,386 A57 054
Total Building and Bus Replacemeaat Fund § 495000 %  &84,320 § 528366 8 357,854
Total Discretely Presentsd Componeni Unit - Schaol Board § 4g3mo8se 3§ 50347013 $ 45046588 § 62065425
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STATISTICAL SECTION

The Statistical Section of the City of Hopewell Comprehensive Annual Financial Report
provides readers with additional detailed information as a context to assist in
understanding what the information in the financial statements, accompanying notes,
and required supplementary information indicates about the City’s economic condition
over an extended period of time. Informaticn is presented in the following five

categories:

Financial trends information
Financial trends information is intended to help the reader understand
and assess how the City's financial position has changed over time.

Revenue capacity information

Revenue capacity information is intended to heip the reader understand
and access the City’s ability to generate its most significant local
revenue source, the property tax.

Debt capacity information

Debt capacity information is intended to help the reader understand and
assess the affordability of the City’s current levels of outstanding debt
and the City’s ability to issue additional debt in the future.

Demographic and economic information

Bemographic and economic information is intended to help the reader
understand the sociceconomic environment within which the City's
financial activities take place.

Operating information

Operating information is infended to provide information about the City's
services and capital asset resources to help the reader understand how
the information in the financial report relates to the services the City
provides and the activities it performs.
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Table 7

City of Hopewell, Virginia
Principal Property Taxpayers
Current Year and the Period Nine Years Prior

Fiscal Year 2014 Fiscal Year 2005

2013 % of Total 2004 % of Total

Assessed Assessed Assessed Assessed

Taxpayer Vajuation Valuation Valuation Vajuation

Honeywill International $ 127,649,914 7.0% $ 102,458,204 6.5%
Hopewell Cogentric Limited Partnership 101,122,263 5.5% 128,096,981 8.2%
Dominion Virginia Power 95,297,228 5.2% 47,932,822 3.0%
Coiumbia HCA/John Randolph Hospital 85,383,233 4.7% 24,779,600 1.6%
Alliance Group Rock Tenn 79,252,644 4.3% 37,536 434 2.4%
Ashland Agqualon Company 54,102,627 3.0% 33,036,900 2.1%
Virginia American Water Company 47,173,385 2.6% 20,834,077 1.3%
James River Cogeneration Company 37,441,217 2.0% 47 932,822 3.0%
Verizon Virginia Inc ... 682030 04% . 11,969665 0.8%
$ 634,242 801 34.7% $ 455,577 595 28.8%

Source: Municipal Tax Asgessor
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Fiscal
Year

2014
2013
2012
2011
2010
2009
2008
2007
2006

2006

Source: Municipal Tax Assessor

City of Hopewell, Virginia

Property Tax Levies and Collections
Last Ten Fiscal Years

Collected within the Fiscal

Total Tax Year of the Levy
Levy for FPercentage
Fiscal Year Amount of Levy

$ 27,283,306 $§ 25359477 93.02%
25,910,451 25275937 97.55%
25,502,328 24,385,683 95.64%
25,806,316 24 573 947 85.22%
25,365 543 24,277,032 85.71%
25,394,083 21,359,404 84.11%
23,544,869 21,035,463 89.34%
23,967,262 21,167,844 88.32%
23,704,873 21,430 559 80.41%
24,705,828 18,391,177 74.44%

112

Collections

in Subsequent
Years

336,133
1,090,975
1,167,565

893,937
2,975,416
2,246,029
2,506,683
2,041,265

3,648,823

it AR P Tt e T T Lt AT A i L10 TEA T 0 ST S T AT m B e e SR

Table 8

Total Coliections o Date

Amount

25,359.4717
25,612,070
25,480,638
25,741,112
25,170,969
24,334,820
23,281,492
23,674,527
23,471,824

21,840,000

Percentage
of Levy

93.02%
98.85%
99.91%
96.75%
99.23%
95.83%
98.88%
98.78%
99.02%

88.80%
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:: Cherry Bekaert"

CPAs & Advisors

Report of Independent Auditor 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 Council
City of Hopewell, Virginia

We have audited, 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, the financial statements of the governmental
activities, the business-type activities, the discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Hopewell, Virginia (the “City") as of and for the year ended
June 30, 2014, and the related notes to the financial statements, which collectively comprise the City’s basic
financial statements and have issued our report thereon dated June 23, 2015. That report recognizes that the
City implemented one new accounting standard effective July 1, 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.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was
not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified.
However, as described in the accompanying Schedule of Findings and Questioned Costs, we identified a certain
deficiency in internal control that we consider to be a material weakness.

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 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. 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. We consider the deficiency
described in the accompanying Schedule of Findings and Questioned Costs as 2014-001 to be a material
weakness.

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 and one instance of noncompliance that is required to be reported under the Specifications for Audits
of Counties, Cities and Towns, which is reported in the accompanying Schedule of Findings and Questioned
Costs as item 2014-003.
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City of Hopewell, Virginia Response to Findings

The City's responses to the findings identified in our audit are described in the accompanying Schedule of
Findings and Questioned Costs. The City's responses were not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we express no opinion on them.

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.

%ﬁw P

Richmond, Virginia
June 23, 2015
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== Cherry Bekaert"

CPAs & Advisors

Report of Independent Auditor on Compliance for Each Major Program
and on Internal Control Over Compliance Required by OMB Circular A-133

To the Honorable Members of the City Council
City of Hopewell, Virginia

Report on Compliance for Each Major Federal Program

We have audited the City of Hopewell, 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, 2014. The City’s major
federal programs are identified in the summary of auditor's 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 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,
2014,

Other Matters

The resullts of our auditing procedures disclosed an instance of noncompliance, which is required to be reported
in accordance with OMB Circular A-133 and which is described in the accompanying Schedule of Findings and
Questioned Costs as item 2014-002. Our opinion on each major federal program is not modified with respect to
this matter.

The City's response to the noncompliance 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 compliance and, accordingly, we express no opinion on the response.
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Report on Internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control over
compliance with the types of requirements referred to above. In planning and performing our audit, 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 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.

Our consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. However, as discussed below, we identified a certain deficiency in internal
control over compliance that we consider to be a material weakness.

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 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. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, 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. We consider the deficiency in internal control over
compliance described in the accompanying Schedule of Findings and Questioned Costs as item 2014-002 to be
a material weakness.

The City’s response to the internal control over compliance 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 compliance and, accordingly, we express no opinion on the
response.

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.

%5&@7 &F

Richmond, Virginia
June 23, 2015
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City of Hopewel, Virginia
Schedule of Expencditures of Federal Awards
Yezr Ended june 30, 2414

Depariinent of Aqriculiure

Fass Through Pavments:
Department of Education

Nallonal schoal breakfasi program
Maticnal schaof lunch program
Sublotal
Depsriment of Social Services
Stale Admin Matching Grams for Supplemental Mutrition Assisiance Programs

Total Department of Agriculture

Dapartrnent of Defansg
Direct Payment
JROTG

Total Deparment of Defense

1] d Urban Developme
Dirgat Payments:
Communily Development Biock Grant- Stale Programs

Tota Depariment of Housing and Urban Developrent

Pegaftment of Jusfice
Pass Through Paymenits:
Bulletproof Vest Parinership Program
Victim Witness
Publie Safety Pastnarship and Community Policing Grant
Edward Byfne Memarial Justice Assistance Program

Yoial Departmerd of justice

Department of Fransporiation
Bass Through Payments.
Depi. of Motor Vehicles
State and Community Highway Safety Program - Police

Tokal Department of Transporation

Department of Education
Rirect Payments;
hmpact Ald

Pass Through Paymenis;

Tile 1 Grants fo lacal educational agencies
Special education clusier:
Special education grants 1o slates
Preschool Handicappad
Sub total

Career and Technical Education: Mational Programs
Advanced Flacemen! Incentive Program

Engtish Language Acquisiion Grants {Tille K}
Ymproving Teacher Guality State (Tithe 1l A)

Schoal Impravement Gram

Total Depadment of Educalion

125

Fedaral
Catalague

Number

10,553
10.555

10.561

12000

14.228

16,607
16575
18.710
15.738

206030

84,041

84.010

84.627
84,173

84,048
§4.330
84365
84,387
84.377

Expenditures

$ 539,451
1,207,593
1,837 444

412,987

2,250,431

4,522
64,522
210064

210,064

2,380
77,685
101,815
21,555

203,435

3,080

3,690
31,301

1,618,535

B51.864
22,662
874,528

73,306
5,085
23,402
224,215
558,811

2,415,181



City of Hopewell, Virginta
Schedule of Expenditures of Federal Awards

Year Ended June 30, 2014
Faderst
Catalogire
Mumber Expenditures
Depament of Haakth and Human Services
Direct Payments:
Admisistration for Children, Youth and Families
{Head Start and Day Cara Grant} 83.600 925,063
Pass Throuah Pavmenis:
Pramating Safe and Slsble Families 93,556 11,170
Temporary Assistanca for Naedy Families {TANF} 93 553 482,586
Low incame Home Energy Asgistance 93.568 47,054
Child Care Mandatory & Matching Funds of the Child Care & Davalopmsnt Fund 93,556 61,467
hafse Educalion and Tralnlng Youchars Program 3589 2,205
Child Welfars Services - State Grants 51645 3,158
Faster Care - Tiile IV-E 93,6558 255,214
Adopiion Assistancs 43 859 183,119
Soclal Senices Black Grant 53.667 283,450
Chafee Foster Care [ndependence Program G364 4,215
State Childran's Insurance Pragram 03.787 12,099
Medical Assistance Program 93.778 550,072
Total Department Health and Human Servicas 28921174
Dapariment of Homeland Security
Pass Through Payments.
Dept. of joes
Urban Areas Security Iniliative 57.008 63,493
Emergency Managemeni Parformancs (rants 97.042 42,959
Assislance to Firefighters Grant 97.044 16,218
Total Department of Homatand Sacurity 121,670
‘Fotal federal expenditures 3§ 9,184,567
Note 1 - General
The accompanying Schedule of Expenditures of Fadaral Awards prasent the activity of all fiederslly sssisted proprams of the
City of Hopawell, Virginia. The City's rapaiting enity is defined in Note 1 of the Gily's basic finandial slalements. All federal
awsrds received disecily from federal agencies, as well as federal awards passed through other govarnment agencies are
inciuded in the schaduls.
HNate 2 - Basis of Accaunting
Tha accompanying Schadue of Expenditures of Federsl Awards is presentad usfng the madified accrual basls of accounting,
which is described in Nole 1 Lo The Cily's basi= financial statemants. The City panicipated in federal pragrams below in which
nan-cash henefils are provided 1hroigh te state 1o eligible program parnicipans;
Food Distibulion Pregrams (CFDA Number 10.555)- The value of fand commaditias was calculated using the U.S.
Department of Agricutture's Faod and Nutritlon Senvice commadity price Hats,
Nole 3 - Relationship to the Einancial Statements
Eaderst sxpendittres, revenuss and caphtal contrbutions are reported in the City's basic financial statements as follows:
Intergovernmental federal revenues par the basic finandial statements:
Primary Governnen?
Genetal fund 3 358, 156
Spedal revenue funds:
Wirginia Public Assisiance Fund 2,016,752
Gommunily Development Black Grant Fund 216,032
Total primary governmam 2,590,941
Compenent Linit - Schoal Board:
Scheol Qperating Fund 4 685 552
Schaol Catateria Fund 1,968,881
Total component unit school board 6,654,473
Total federal ravanues per basic financial stalements 9,245,414
Other recondling ilems 87,590
Recanpciliation for schoaol food commodilies (428,437)
Total federal axpandiiures per the Schadula of Expenditures of Faderal Awards §_5.184.867
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CITY OF HOPEWELL
Schedule of Findings and Questioned Costs
Year Ended June 30, 2014

Summary of Auditor's Results

1.

2

The type of report issued on the basic financial statements: Unmodified opinion

Significant deficiencies in internal control disclosed by the audit of the financial statements:
None reported

Material weaknesses in internal control disclosed by the audit of financial statements: Yes,
Finding 2014-001

Noncompliance, which is material to the financial statements: No

Significant deficiencies in internal contro! over major programs: None reported
Material weaknesses in internal control over major programs: Yes, Finding 2014-002
The type of report issued on compliance for major programs: Unmodified opinion

Any audit findings which are required to be reported under Section 510(a) of OMB Circular
A-133: Yes

The programs tested as major programs were:

CFDA Number Name of Federal Program or Cluster
10.5653/10.565 Child Nufrition Cluster

84.010 Title | Cluster

84.027/173 Special Educaiion Cluster

93.778 Medicaid Cluster

93.658 ' Foster Care

10. Dollar threshoid used to distinguish between type A and type B programs: $300,000

11. City of Hopewell is not a low risk auditee.
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CITY OF HOPEWELL
Schedule of Findings and Questioned Costs
Year Ended June 30, 2014

Findings Relating {o the Financial Statements Reported in Accordance with Government
Auditing Standards;

2014-001 - Material Weakness — Financial Accounting and Reporting

Criteria:

In order to prepare financial statements in accordance with accounting principles generally
accepted in the United States of America (GAAP), accurate and complete general and subsidiary
ledgers must be maintained to support the fair and timely presentation of the City’s financial
statements and to ensure accountability to the citizens of the City.

Condition and Effect:

Yearly, the City's Finance Department oversees the preparation, processing and recordation of
tens of thousands of financial fransactions that ultimately wil be reflected in the yearly
Comprehensive Annual Financial Report (CAFR), which is also produced by the Finance
Department. In order fo ensure the fransactions are fairly presented, procedures must be in
place and functioning effectively to ensure the financial information is complete and accurate.
During the fiscal year end closing and the CAFR audit processes, the City was impacted by
turnover of key Finance Department staff in addition to implementation of a new financial system
(MUNIS) on September 3, 2014, which required resources from the Finance Department. Both
of these matters delayed the City in reconciling and analyzing fiscal year 2014 balances and
activity levels. During audit fieldwork, adjustments to the City’s records in the foliowing areas
were needed to fairly present the basic financial statements in accordance with GAAP:

Capital asset activity in the current year

Adjustments to reconcile amounts reported as Due from Other Governments

Adjustments to reconcile the enterprise fund Compensated absences liabilities

Numerous entries to properly reflect City activities in accordance with GAAP (e.g.,
balancing inter-entity transactions, assistance with year-end closing entries,)

* » 5

Non-functioning internal controls increase the probability that monthly and yearly financial
accounting and reporting could contain errors, which have the potential to negatively impact the
decisions made by management utilizing financial data from the general ledger

Cause:
Existing internal controls and review procedures did not ensure the accuracy, compieteness and
timeliness the City’s general ledger.

Recommendation:
The City needs to achieve full budgeted employment in the Finance Department and strengthen
its internal controls around the financial accounting and reporting process.

View of Responsible Officials and Planned Corrective Action:

Responsible Person: Jerry Whitaker, City Finance Director

Estimated completion; Currently under evaluation
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CITY OF HOPEWELL
Schedule of Findings and Questioned Costs
Year Ended June 30, 2014

Corrective Action: A new position of Accountant/Budget Analyst was requested but not funded.
in lieu of the new FTE position not being funded, one of the clerical position that became vacant
with be abclished and the FTE will used to fill the FTE with an Accountant/Budget Analyst.
Management will continue to evaluate the needs of the depariment to assure adequate staffing to
effective manage the finances of the City.

Findings and Questioned Costs Relating to Federal Awards:
2014-002 — Material Weakness and Other Instance of Noncompliance — Eligibility

Program — Wedicaid {CFDA 93.778) — 1.8. Department of Health and Human Services —
Virginia Department of Social Services; Federal Award Number — not available; Federal
Award Year — 2014)

Criteria:

Per the 42 CFR sections 435.907, 435.910, 435.913, 435.916 and 435.920, participants in the
Medicaid program must meet specified eligibility criteria to receive program assistance. For
participants in the program longer than one year, a redetermination of eligibility is required to be
performed at least every 12 menths.

Condition:
For two of 60 participants tested, the required eligibility redetermination was not performed within
12 months of the previcus determination.

Cause:
A tack of functioning controls over participant redetermination activities by City personnel.

Effect:

The City's inability to provide documentation suppoerting all participants’ eligibility may result in
costs disaliowed by the grantor or reduced future funding for this program.

Questioned Costs; Unknown

Recommendation:

The City should implement a corrective action plan aimed at enhancing internal controls related
to redetermination of eligibility to ensure that the 12 month requirement is met.

View of Responsible Officiais and Planned Corrective Action:

Responsihle Person: Ray Spicer, Director of Social Services

Estimated completion: Currenily in process

Corrective Action: The Virginia Depariment of Social Services implemented a new automated
eligibility system which preved to have numerous technical glitches. Although significant
progress has been made, the State continues to resolve outstanding system programming

128



CITY OF HOPEWELL
Schedule of Findings and Questioned Casts
Year Ended June 30, 2014

issues. These system issues have significantly impeded Benefit Workers ability to process new
cases and complete ongoing case redeterminations in a timely manner. Social Services will
implement a 3-step process to ensure program compliance: 1) prioritize cases that are overdue
for annual redeterminations for immediate attention; 2) review program policy with staff at
monthly staff unit meetings; and ensure close monitoring of caseloads by unit supervisors.

Findings and Qusestioned Costs Relating to Compliance with Commonwealth of Virginia
Laws, Regulations, Contracts, and Grants

2014-003 Conflicts of Interest

Criteria:
As described in Section 2.2-3115 of the Code of Virginia, local officials must file an annual
disclosure form, disclosing personal financial interests that may cause conflicts.

Condition:
Four members of the Board of Equalization were late submitting the annual conflict of interest
disclosure.

Cause:
Unknown

Effect;
Non-compliance may result in action by the Commonwealth.

Recommendation:
Elected officials and board members should complete all questions on the disclosure form and |
submit to the City Clerk in order to ensure timely submission to the State.

View of Responsibie Officials and Planned Corrective Action:

Responsible Person: Cynthia Ames, City Clerk

Estimated completion: Currently in process

Corrective Action: A checklist of who must complete a conflict of interest form will be created
and submitted to senior management for review.
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Status of Prior Year Findings:
2013-1 ~ Financial Accounting and Reporting — Finding repeated as finding 2014-001.
Corrective Action Plan: See management’s response to finding 2014-001 above.
2013-2 ~ Federal Reporting - The Director of Finance worked with staff to identify grant
revenues/expenditures recorded in the general ledger and assisted with the preparation of the
SEFA. The Director of Finance will continue to work with the staff to further improve efficiencies

in grant managemeant and reporting.

2013-3 — Eligibility — Medicaid (CFDA 93.778) — U.S. Department of Health and Human
Services - Virginia Department of Social Services; Finding repeated as finding 2014-002.

Corrective Action Plan; See management’s response to finding 2014-002 above.
2013-4 Conflicts of Interest- Finding repeated as finding 2014-003.

Corrective Action Plan: See management's response 1o finding 2014-003 above.
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Ronnieze Arrington

From: City Councilor Jasmine Gore <goreje@mymail.vcu.edu>
Sent: Friday, August 25, 2017 5:13 PM

To: Ronnieye Arrington

Subject: Fwd: RE: CAFR Request

-==-=----- Forwarded message ----------

From: "Shornak, Jacqueline M." <jmshornak(@kaufcan.com>

Date: Feb 2, 2017 3:48 PM

Subject: RE: CAFR Request

To: "Mark Haley" <Mhalev@hopewellva.gov>, "Jasmine j. Gore" <goreje@mymail.veu.edu>, "Stefan Calos"
<scalos(@sandsanderson.com>

Ce: "Janice Denton" <janicebdenton@gmail.com>, "Jackie Shornak" <jshornak@hotmail.com>, "Brenda
Pelham" <pelhamward6councilor@gmail.com>, "Arlene Holloway" <ahollowat@hopewellva.gov>, "Tony
Zevgolis" <zandzinc@juno.com>, "Christina Bailey" <Clumanbailey@gmail.com>, "Lance Wolff"
<lwolffi@hopewellva.gov>, "Charles E. Dane" <cdane@hopewellva.gov>

This message was sent securely using ZixCorp.

Delegate Ingram made me aware of the State Auditor Letter when | saw him at the Fort Lee Mayor's event. |
asked him for a copy. In the letter it was more or less asking the legislators of those localities to try and see
what the delay was all about. The information in the CAFRs was holding up other agencies from obtaining
information for other reports. At the VML Day, Delegate Ingram also told me that they had mentioned
Hopewell during the Committee meeting in a not so flattering way. He was angered about them singling out
Hopewell and raised his hand and asked to speak about it. He stated that the City was working very hard to
complete the 2015 and should have it within the next 2 weeks. He said it was attributed to a new accounting
system and the departure of the Finance Director. He also told me that many others on Capitol Hill were
asking what was wrong with Hopewell’s financial situation and that he was frying to keep the dogs away by
reassuring them we were in fine financial condition unlike Petersburg. Delegate Ingram said that not having
timely CAFRs could have an effect on Hopewell with the possibility of getting funds for special projects in the
future if the CAFRs are not kept up-to-date. | think we owe Delegate Ingram thanks for coming to our rescue.

Jacqueline M. Shornak

Commercial Paralegal

Kaufman & Canoles, P.C.

4801 Courthouse Street, Suite 300

Williamsburg, VA 23188

! T (804) 771.6757
i
| F (888) 360.9092






imshornak@kaufcan.com

www.kaufCAN.com

From: Mark Haley [mailto:Mhaley@hopewellva.gov]

Sent: Thursday, February 02, 2017 12:31 PM

To: Jasmine j. Gore; Stefan Calos

Cc: Janice Denton; Jackie Shornak; Brenda Pelham; 'Arlene Holloway'; Tony Zevgolis; Christina Bailey; Shornak,
Jacqueline M.; Lance Wolff; Charles E. Dane

Subject: RE: CAFR Request

Response as follows:

First Hopewell is not one of 33 we are one of 21 communities who are late meeting the November 30, 2016 deadline to
submit a 2016 CAFR; this information is detailed in a 1/19/17 memo from the State Auditor of Public Accounts to the
Joint Legislative Audit and Review Committee. The House Appropriations Committee also received this memo and a
copy was forwarded to me by Del. Ingram.

. In addition, as you all know, Hopewell is late on the 2016 submittal because the 2015 is not complete and we are the
' only community in VA to have not yet submitted a 2015 CAFR.

. Both of the above facts have been repeatedly discussed with our delegation with additional follow up scheduled for
| next week as the 2015 CAFR gets closer to completion..

No request for a letter or a response to the State Auditor had been sent to me, however | had requested the Finance
Director keep all interested parties (VRA, State, banks etc.) informed as to our 2015 CAFR status. | fully intend to
respond to the State Auditor but only when | know for certain | can tell her an exact date for completion. It would have
only made things worse if | provided a date a month ago and have that be incorrect.

Our staff and the Cherry-Bekeart audit team continue to grind away and | hope to hear a firm date commitment for
completion early next week.

Mark A. Haley, City Manager

City of Hopewell






300 N. Main Street, Suite 216
| Hopewell, VA 23860

| B 804.541.2243
&804.541.2248

mhaleyt@hopewellva.gov

Visit us on the web at www.hopewellva.gov

VIRGINIA

From: City Councilor Jasmine Gore [mailto:goreje@mymail.vcu.edu]
Sent: Thursday, February 02, 2017 10:42 AM

To: Mark Haley; Stefan Calos
Cc: Janice Denton; Jackie Shornak; Brenda Pelham; Arlene Holloway; Tony Zevgolis; Christina Bailey
Subject: CAFR Request

Hello everyone,

I was contacted by one of state delegates last weck regarding our CAFR. During a committee meeting the
Auditor of Public Accounts publicly stated that the City of Hopewell is one of 33 localities in the state that has
been non-responsive and has failed to send in their financial statements and additional data to that office. The
report was provided to the Appropriations Committee on fiscally distressed localities.

| There has been a request to ask the City Manager to at least provide a response to the auditor about the 2015
CAFR and our current plans/status.

' T am not sure if a letter has been sent to that office, prior to my message. However, if that has not occurred,
please write the office and share that that City of Hopewell is aware of the noncompliance, is working on the
audit and will complete it soon. I will share with our delegate that this request has been submitted to City
Council to ensure that a response is provided to the Auditor of Public Accounts.






Sincerely,

Vice Mayor Gore

The information contained in this electronic message is legally privileged and confidential under
applicable law, and is intended only for the use of the individual or entity named above. If you are not
the intended recipient of this message, you are hereby notified that any use, distribution, copying or
disclosure of this communication is strictly prohibited. If you have received this communication in
error, please notify Kaufman & Canoles at (757) 624-3000 or by return e-mail to
helpdesk@kaufcan.com, and purge the communication immediately without making any copy or
distribution.

This message was secured by ZixCorp®).






Rachel Reamy

e
From: LocalGovernment
Sent: Tuesday, January 10, 2017 5:21 PM
To: ‘dmuritala@hopewellva.gov'
Cc: 'Rob Churchman (RChurchman@cbh.com)’; Martha Mavredes
Subject: FW: Status of Hopewell 2015 Audited Financial Report and Transmittal form

Good evening,
| received an automatic email message that Mr. Whitaker is no longer employed with the City. Please see the APA’s
request sent below.

Mr Whitaker’s information is the only contact information that we have on file for the City's required annual
submissions of their audited financial statements and Comparative Report transmittal data to the APA. We appreciate
updated contact information for the applicable City contact that will now be handling these required submissions.

Rachel N. Reamy, CGFM

Local Government Audit Manager

Auditor of Public Accounts | Commonwealth of Virginia
101 North 14" Street, 8" Floor | Richmand, VA 23219
(804) 225-3350 ext. 360 | rachel.reamy@apa.virginia.gov

From: LocalGovernment

Sent: Tuesday, January 10, 2017 5:04 PM

To: 'Jerry Whitaker' <jwhitaker@hopewellva.gov>

Cc: Rob Churchman (RChurchman@chh.com) <RChurchman@cbh.com>

Subject: RE: Status of Hopewell 2015 Audited Financial Report and Transmittal form

Good afternoon,

The APA is still awaiting the City’s submission of their completed 2015 Transmittal workbook and audited FY15 CAFR. We
appreciate you providing an update as to when we can expect to receive this submission, as we need to wrap-up and re-
issue our final, amended 2015 Comparative Report.

Thank you,

Rachel N. Reamy, CGFM

Local Government Audit Manager

Auditor of Public Accounts | Commonwealth of Virginia
101 North 14" Street, 8" Floor | Richmond, VA 23219
(804) 225-3350 ext. 360 | rachel.reamy@apa.virginia.gov

From: Jerry Whitaker [mailto:jwhitaker@hopewellva.gov]

Sent: Thursday, September 22, 2016 7:03 PM

To: LocalGovernment <LocalGovernment@apa.virginia.gov>

Subject: RE: Status of Hopewell 2015 Audited Financial Report and Transmittal form







| feel comfortable to say we should have a final by October 31, 2016.

From: LocalGovernment [mailto:LocalGovernment@apa.virginia.gov]

Sent: Monday, September 12, 2016 12:02 PM

To: Jerry Whitaker

Cc: RChurchman@cbh.com

Subject: FW: Status of Hopewell 2015 Audited Financial Report and Transmittal form
Importance: High

Good afternoon,
The APA is requesting an update on when we can expect to receive the City’s audited FY15 CAFR and the completed

2015 Transmittal form for our comparative report.

We appreciate your assistance.

Rachel N. Reamy, CGFM

Local Government Audit Manager

Auditor of Public Accounts | Commeonwealth of Virginia
101 North 14" Street, 8" Floor | Richmond, VA 23219
(804) 225-3350 ext. 360 | rachel.reamy@apa.virginia.gov

From: Jerry Whitaker [mailto:jwhitaker@hopewellva.gov]

Sent: Friday, June 10, 2016 2:21 PM

To: LocalGovernment <LocalGovernment@apa.virginia.gov>

Cc: Rob Churchman <RChurchman@cbh.com>

Subject: RE: Status of Hopewell 2015 Audited Financial Report and Transmittal form

Good afternoon,

We are trying to complete the FY 2015 audit, with all sense of urgency. At this point, we are looking at a July 31*
completion date.

Please let me know if you have questions.






Jurpy L. Whitaker, CPA, CGFM

THveex of Finance
200 North Main Street

@ll, Virginia 23860 :
Phows (304) 541-2306 Fax: (804) 541-2318

From: LocalGovernment [mailto: LocalGovernment@apa.virginia.gov]

Sent: Tuesday, May 24, 2016 4:36 PM

To: Jerry Whitaker

Cc: Rob Churchman

Subject: Status of Hopewell 2015 Audited Financial Report and Transmittal form

Good Afternocon,

The APA is requesting an update on when the City’s FY 15 Audit will be completed. Please also advise on when we can
expect to receive a copy of the 2015 Transmittal form for our comparative report, along with a copy of the audited FY15
CAFR.

We appreciate your immediate attention in letting us know the status of the FY15 audit.

Thank you,
Rachel

Rachel N. Reamy, CGFM
Local Government Audit Manager

Auditor of Public Accounts | Commanwealth of Virginia
101 North 14" Street, 8" Floor | Richmond, VA 23219

(804) 225-3350 ext. 360 | rachel.reamy@apa.virginia.gov

From: Rob Churchman [mailto:RChurchman@cbh.com]
Sent: Tuesday, March 08, 2016 6:09 PM







To: Rachel Reamy <rachel.reamy@apa.virginia.gov>
Subject: RE: Update for Final 2015 Audited Financial Report and Transmittal for APA Comparative Report

Certainly, happy to help as we team to serve the Commonwealth and its many localities

Rob Churchman
Partner, Government Services Group

Cherry Bekaert LLP
200 South 10m Street
Suite 900

Richmond, VA 23219
chh.com

804.673.5733 direct
804.673.5700 phone
804.647.8836 cell
804.673.4290 fax
rchurchman@cbh.com

Your guide forward | cbh.com

:: Cherry Bekaert™

CPAs & Advisors

From: Rachel Reamy [mailto:rachel.reamy@apa.virginia.gov]

Sent: Tuesday, March 08, 2016 6:08 PM

To: Rob Churchman

Subject: RE: Update for Final 2015 Audited Financial Report and Transmittal for APA Comparative Report

Appreciate it, Rob! Have a great evening too.

Rachel

From: Rob Churchman [mailto:RChurchman@cbh.com]

Sent: Tuesday, March 08, 2016 6:07 PM

To: Rachel Reamy <rachel.reamy@apa.virginia.gov>

Subject: RE: Update for Final 2015 Audited Financial Report and Transmittal for APA Comparative Report

Great, I will get with him to stress the importance of replying
Have a great evening
Rob.

Roh Churchman
Partner, Government Services Group

Cherry Bekaert LLP
200 South 10 Street
Suite 900

Richmond, VA 23219
chh.com






804.673.5733 direct
804.673.5700 phone
804.647.8836 cell
804.673.4290 fax
rchurchman@cbh.com

Your guide forward | chh.com

:: Cherry Bekaert"

CPAs & Advisors

From: Rachel Reamy [mailto:rachel.reamy@apa.virginia.gov]

Sent: Tuesday, March 08, 2016 6:03 PM

To: Rob Churchman

Subject: RE: Update for Final 2015 Audited Financial Report and Transmittal for APA Comparative Report

Yes | did send this to Mr. Whitaker at this email- jwhitaker@hopewellva.gov

Thanks!

From: Rob Churchman [mailto:RChurchman@cbh.com]

Sent: Tuesday, March 08, 2016 6:01 PM

To: Rachel Reamy <rachel.reamy@apa.virginia.gov>

Subject: RE: Update for Final 2015 Audited Financial Report and Transmittal for APA Comparative Report

Did you also send your message to Mr. Whitaker in finance — If not, I will send this forward to him,
Thank you and have a great day
Rob.

Rob Churchman
Partner, Government Services Group

Cherry Bekaert LLP
200 South 10 Street
Suite 900

Richmond, VA 23219
cbh.com

804.673.5733 direct
804.673.5700 phone
804.647.8836 cell
804.673.4290 fax
rchurchman@cbh.com

Your guide forward | cbh.com

:: Cherry Bekaert™

CPAs & Advisors






Rachel Reamx

From: LocalGovernment

Sent: Tuesday, January 24, 2017 4:08 AM

To: 'mhaley@hopewellva.gov'; 'dmuritala@hopewellva.gov'

Cc: 'Rob Churchman’

Subject: APA attached letter- Comparative Report and delay of Locality's FY16 Required
Submissions

Attachments: 2016 Delayed submission to APA- Hopewell.pdf

Please see the attached letter regarding the delayed status of your locality’s audited FY2016 financial report and final
transmittal data form for the APA’s 2016 Comparative Report. Please distribute the attached electronic letter to other

local government officials as needed.

As detailed in the attached letter, the Auditor of Public Accounts will need the locality to provide a notification no later
than January 30, 2017, regarding the delay in your submission and estimated date we can expect to receive, in order
to include as a public record with the published Comparative Report due on February 1, 2017.

We appreciate your timely response, Please let us know if you have any questions.

Thank you,

Rachel N. Reamy, CGFM

Local Government Audit Manager

Auditor of Public Accounts | Commonwealth of Virginia
101 North 14" Street, 8" Floor | Richmond, VA 23219
(804) 225-3350 ext. 360 | rachel.reamy@apa.virginia.gov







COMMONWIEALTH of VIRGINIA

Auditor of Public Accounts

P.O.Box 1285
Martha S. Mavredes, CPA Richmond, Virginia 23218
Auditor of Public Accounts (804)225-3350

January 23, 2017

Mark Haley, City Manager
300 North Main Street
Hopewell, Virginia 23860

Dear Mr. Haley:

We have not received the City’s complete transmittal information required for the 2016
Comparative Report. Section 15.2-2510 of the Code of Virginia requires local governments to send
their transmittal data forms accompanied by their final audited financial report to this office by
November 30. The Code of Virginia requires the Auditor of Public Accounts to publish the Comparative
Report by February 1 each year for the General Assembly. While it is the Auditor of Public Accounts’
goal to publish the Comparative Report with all localities, we also must meet our statutory deadline.
During the report preparation process, we perform analytical procedures to compare information in
each locality’s audited financial report to the detailed revenue and expenditures transmittal form in
order to ensure the reliability of the data in our Comparative Report.

Since the City of Hopewell has not submitted the transmittal form and its audited financial
report as of January 20, 2017, we will not include your locality in the initial report we publish on our
website on February 1. Please provide our office written notification describing the delay in not
submitting the required information by the November 30 deadline. We need to receive a written
notification to publish as an official public record of your reason for missing the deadline. Additionally,
if you do not submit the locality’s final audited financial report by February 15, we may not be able to
complete our analytical review in time to include your locality in the final, printed report.

Please contact Rachel Reamy at (804) 225-3350, extension 360, if you need additional
information or have questions. Please email to rachel.reamy@apa.virginia.gov, no later than January
30, 2017, your written response to explain the delay in submitting the required information for the
Comparative report.

Sincerely,

Martha S. Mavredes
Auditor of Public Accounts

cc: Dipo Muritala, Acting Finance Director
Robert H. Churchman, Cherry Bekaert, LLP






Rachel Reamy

e e e e R e B e e Y T — e e e b S e A L

From: Rachel Reamy

Sent: Thursday, January 26, 2017 3:47 PM

To: '‘Dipo H. Muritala'

Subject: RE: Request for an Extension - 2016 Comparative Report Transmittal Information
(Hopewell)

Categories: FYI/FFR

Good afternoon Dipo,

Thank you for contacting our office. As the November 30 submission deadline date is a statutory requirement, the APA
does not have authority to grant an extension for the required Comparative report transmittal information and audited
financial report. However, we do ask for localities to send our office notification regarding their delay. We understand
there may be unforeseen challenges that localities often face with meeting the deadline, and we appreciate your
keeping us updated on why the City is delayed. If you need additional information on these requirements, we have the
following resource available out on our website for the localities reference: Reporting Requirements and Distribution.

In addition to your update provided below, is the City able to give us an estimated time frame of when we can expect to
receive the 2016 transmittal submission for our Comparative Report along with the audited CAFR?

Also, do you have an idea of when we might receive the same submissions for the Fiscal year 20157
We appreciate any further information you can provide.

Thank you,

Rachel N. Reamy, CGFM

Local Government Audit Manager

Auditor of Public Accounts | Commaonwealth of Virginia

101 North 14" Street, 8" Floor | Richmond, VA 23219
(804) 225-3350 ext. 360 | rachel.reamy@apa.virginia.gov

From: Dipo H. Muritala [mailto:dmuritala@hopewellva.gov]

Sent: Thursday, January 26, 2017 3:27 PM

To: Rachel Reamy <rachel.reamy@apa.virginia.gov>

Subject: Request for an Extension - 2016 Comparative Report (Transmittal Information

Rachel: This email serves as a request for an extension for the City of Hopewell transmittal information required for the
2016 Comparative Report. The extension is requested because our Finance Director left us late last year and we are in
the process of hiring for a new Finance Director. Additionally, we recently implemented a new financial software which
proves to be very challenging in getting our financial reports completed timely.

As a result | respectfully requested for an extension of time for this report.

Thanks,

Dipo H. Muritala, CPA






Accounting Manager

City of Hopewell

300 N. Main St

Hopewell, VA 23860

(804) 541-2253

Fax: 804-541-2318

Email: dmuritala@haopewellva.gov







Rachel Reamy

From: Rachel Reamy

Sent: Monday, July 10, 2017 9:32 AM

To: '‘Lance Wolff'

Subject: RE: Add'| Follow-up on Status of Hopewell FY2015 audit
Importance: High

Good morning Lance,

| am following-up to request an updated status on when the APA can expect to receive the City’s FY2015 CAFR and
completed transmittal file for our 2015 Comparative Report.

Thank you,

Rachel N. Reamy, CGFM
Local Government Audit Manager

Auditor of Public Accounts | Commonwealth of Virginia
101 Morth 14™ Street, 8" Floor | Richmond, VA 23219

(804) 225-3350 ext, 360 | rachel.reamy@apa.virginia.gov

From: Lance Wolff [mailto:lwolff@hopewellva.gov]

Sent: Wednesday, May 24, 2017 2:50 PM

To: Rachel Reamy <rachel.reamy@apa.virginia.gov>
Subject: Add'l Follow-up on Status of Hopewell FY2015 audit

Ms. Reamy, our auditors, Cherry Bekaert, have indicated that they are only waiting on the last few items I’'m working on
for them, so completion of the FY 2015 Audit/CAFR for the City of Hopewell, is in the very final stages and should be
completed/issued/posted in June. Thanks. .... LANCE

From: Rachel Reamy [mailto:rachel.reamy@apa.virginia.gov]
Sent: Wednesday, May 24, 2017 10:23 AM

To: Lance Wolff
Cc: Staci Henshaw; Martha Mavredes
Subject: Follow-up on Status of Hopewell FY2015 audit

Good morning Mr. Wolff,

| am following up to request an updated status on when you expect to complete and provide the APA the City’s audited
FY2015 CAFR and the completed transmittal data form for our 2015 comparative report.

We appreciate your assistance.






Rachel N. Reamy, CGFM

Local Government Audit Manager

Auditor of Public Accounts | Commonwealth of Virginia
101 North 14"™ Streat, 8" Floor | Richmond, VA 23219
(804) 225-3350 ext. 360 | rachel.reamy@apa.virginia.gov

From: Rachel Reamy

Sent: Tuesday, April 04, 2017 9:37 AM

To: 'lwolff@hopewellva.gov' <lwolff@hopewellva.gov>
Subject: RE: Audit Services Contract for FY 2017

Good morning Mr. Wolff,
Thank you for reaching out to the APA and keeping us updated on the status of Hopewell’s FY2015 and FY2016
audits/CAFRs. We also appreciate your sending us the updated FY16-17 contract with your new auditor, PB Mares.

For your reference, | have included some links below to a couple of resources we have out on our website, which detail
the annual reporting requirements to the APA, as well as the Comparative report transmittal process.

Reporting Requirements and Distribution

2016 Transmittal Forms Update

We will also be sending out our Annual Survey worksheet soon where we ask the Localities to update any contact
information for the City and its auditor, as well as answer some financial/CAFR related questions to help us prepare for
our 2017 comparative report process. You will see that email come through from our
LocalGovernment@apa.virginia.gov email address at the end of April with further instructions and a link to the 2017
survey, which will be out on our website.

Should you have any guestions or need any information as you prepare to submit the audited CAFRs and required
transmittal information for the APA’s 2015 and 2016 comparative report, please feel free to reach out to me at any time.
My contact information is listed below.

Thank you,
Rachel

Rachel N. Reamy, CGFM

Local Government Audit Manager

Auditor of Public Accounts | Commonwealth of Virginia
101 North 14" Street, 8™ Floor | Richmond, VA 23219
(804) 225-3350 ext. 360 | rachel.reamy@apa.virginia.gov

From: Staci Henshaw

Sent: Monday, April 03, 2017 4:43 PM

To: Rachel Reamy <rachel.reamy@apa.virginia.gov>
Subject: FW: Audit Services Contract for FY 2017

From: Lance Wolff [mailto:Iwolff@hopewellva.gov]
Sent: Monday, April 03, 2017 2:14 PM

To: Staci Henshaw <staci.henshaw@apa.virginia.gov>
Subject: Audit Services Contract for FY 2017







Ms. Henshaw, I'm the new Interim Director of Finance for the City of Hopewell, VA. My purpose in contacting you is to
ensure that | communicated with you regarding the city's current status and to be responsive to the APA’s submission
deadline by providing a copy of our audit services contract with PB Mares for FY 2017 (see attached). Regarding out
current status, we've just reconciled our beginning fund balances and we have substantially completed our work subject
to the overall review of our G/L accounts and the performance of analytical procedures by our current audit firm, Cherry
Bekaert. We plan to re-initiate work on the FY 2016 Audit/CAFR, which was begun by PB Mares in 2016, but has since
been on hold subject to completion of the FY 2015 Audit/CAFR. We are hopeful that we can complete the FY 2016
Audit/CAFR by late August or early September, so we can start working on the FY 2017 Audit/CAFR immediately
thereafter. | know that our situation has been problematic (at best) for most state agencies, as well as federal
government agencies, credit rating agencies, various financial institutions, and other interested third parties, and |
completely understand why, so all | can say is that the accounting records and the accounting system were a mess. We
believe we've sorted out most of the inexplicable and confusing transactions and made the appropriate adjustments and
reclassifications needed to properly reflect the beginning fund balances of three funds that were “out-of-balance”,
current year activities, and current year ending net position. We still have some work to do to complete the audit
process and CAFR document for FY 2015, but based on the progress we've been making we should be able to finalize
everything by late April. Regarding our current (FY 2017) audit services contract, please advise if you need more than
what I've provided as an attachment, so that | can do my best to comply with the APA’s April 1 deadline(April 3" this
year, since it's the first business day of April). Please let me know what else you still need from me with regard to the
April 1** deadline, and I'll keep you posted. ... LANCE






From: Riley Ingram

To: Martha Mavredes
Subject: RE: Hopewell
Date: Thursday, February 09, 2017 1:54:47 PM

Thank you for your email. | will be sure Delegate Ingram has this information.

Pat Bennett

Legislative Assistant

Riley E. Ingram

Delegate, 62" District
804/698-1062 Richmond Office
804/452-2202 District Office

From: Martha Mavredes [mailto:martha.mavredes@apa.virginia.gov]
Sent: Thursday, February 09, 2017 1:48 PM

To: Riley Ingram <DelRIngram@house.virginia.gov>

Subject: Hopewell

Delegate Ingram,

My Local Government Manager contacted Dipo Muritala today and he indicated we should
receive the City’s fiscal year 2015 annual report by the end of February. He also stated that
the City is hiring a different CPA firm to do the FY2016 audit and that we probably will not
receive that report until May or June.

Martha

Martha S. Mavredes CPA, CGMA
Auditor of Public Accounts
P.O. Box 1295
Richmond, VA 23218
804.225.3350 x300







Rachel Reamx

From: Martha Mavredes

Sent: Monday, July 10, 2017 2:58 PM

To: Rachel Reamy

Subject: FW: Update on Hopewell's reporting to APA
fyi

From: Riley Ingram [mailto:DelRIngram@house.virginia.gov]
Sent: Monday, July 10, 2017 2:30 PM

To: Martha Mavredes <martha.mavredes@apa.virginia.gov>
Subject: Re: Update on Hopewell's reporting to APA

Per Delegate Ingram's request, your email was forwarded to Mark Haley, City Manager for

Hopewell. Delegate Ingram spoke with Mr. Haley last week about this issue and again today. Delegate Ingram
had not received your email prior to speaking with Mr. Haley. He knows how important these reports are and
is doing all he can to stress this fact to the City.

Please let Delegate Ingram know if he may assist further.

Have a nice afternoon,

Pat Bennett

Legislative Assistant

Riley E. Ingram, Delegate
804/452-2202 District Office

From: Martha Mavredes <martha.mavredes@apa.virginia.gov>
Sent: Monday, July 10, 2017 1:42:53 PM

To: Riley Ingram

Subject: Update on Hopewell's reporting to APA

Del. Ingram,

During the General Assembly Session at a committee meeting about fiscal stress, we spoke about the status of
Hopewell providing my office its 2015 and 2016 annual financial statements and information for our
Comparative Report. Hopewell is still delinquent in providing us with the documents that are past due. Here
is a timeline of our contact with the City and their ever-changing dates of when to expect the reports:

o APA contacted Mr. Lance Wolfe on April 4, 2017 to send additional information/resources (after he contacted
APA regarding new audit contract) and requested status of FY2015 and FY2016. Mr. Wolfe told APA that we
would have FY2015 by “late April.” Expectation for completion of FY2016 and providing submission to APA is
“late August or early September” of 2017.

e APA contacted Mr. Wolfe on May 24, 2017 for additional status of FY2015 since we did not receive by late
April. Mr. Wolfe replied that the former audit firm over FY2015 was still working on a few items, and revised
timing to provide APA FY2015 reports was by end of June.






e APA contacted Mr. Wolfe on July 10, 2017 to request further follow-up since we have not received FY2015 by
end of June 2017.

At this point, we are awaiting Mr. Wolfe’s reply but given past history, | do not believe | can place a lot of reliance on
what he says. | thought you should be informed of the situation. | will let you know when we finally receive the missing
reports.

Martha

Richmond, VA 23218
804.225.3350 x300

Martha S. Mavredes CPA, CGMA P! - ‘
Auditor of Public Accounts | TGP

- WORK

P.O. Box 1295 LACES

v 3 i ‘ |
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Attached PDF “APA correspondence Hopewell CAFR and comparative report”- this will give you the
chronology of the email and letter correspondence that APA has had with the City and any
responses we have received from the City regarding the delinquency of the FY2015 and FY2016
CAFR and required transmittal data form for our Comparative Report.

Attached PDF “APA correspondence with Delegate Ingram RE Hopewell”- this is the correspondence
that Martha has had with Delegate Ingram back when he first inquired about the status of our
receiving the City’s required submissions. Delegate Ingram inquired at a Fiscal stress House
Appropriation Committee meeting where APA gave a presentation in January 2017, and we followed
up accordingly to keep him updated per his request.

Attached file “Reporting Requirements and Distribution”- this document will give you an overview of
the various reporting requirements required by legislation, deadlines, etc., that localities are
required to follow when submitting their audited financial report, comparative report transmittal
data, and any other annual required reporting. This has been updated for FY2017. We update this
document each year and provide it under our Local Government section of our website. We also
annually notify the localities (typically late Sept., early Oct. time frame) in email to remind them of
these reporting requirements and reference to this file.

Attached file “Fiscal Stress process”- this is a document that we put together to summarize the
APA’s oversight and monitoring process for the Localities, which includes the new requirement for
the APA to begin an annual fiscal stress monitoring process based on legislation passed in the 2017
budget session (at Chapter 836, Part 4-8.03).

Attached file “Fiscal Stress Monitoring Follow-Up Questionnaire”- this is the questionnaire that we
discussed that the APA will begin using as part of our fiscal stress monitoring process in accordance
with legislation in Chapter 836. While we do not yet have the City’s financial statements in order to
calculate metrics and ratios for how they fall out in our quantitative data criteria, we suspect that
after reviewing answers to a lot of these questions (based on information you have shared) we may
begin to see from a qualitative perspective that the City is experiencing some fiscal stress.

Impact/Consequences from Hopewell's delayed FY2015 and FY2016 reporting:

One of the major consequences that we discussed was the fact that several outside state agencies
and legislators/staff rely on the APA’s Comparative Report in order to help them prepare analysis for
funding and other local government reporting. Accordingly, the APA has not been able to update an
amended report for the 2015 Comparative Report due to Hopewell’s delinquency in order to
provide complete data to these other users of our report/data. One of the groups/users we
discussed was Commission on Local Government. They prepare an annual fiscal stress report based
on our comparative report data. The CLG’s annual computation of fiscal stress is important to the
localities because it is utilized by various agencies of the Commonwealth in the distribution of funds
to counties and cities. Such agencies include the Compensation Board, Department of Housing and
Community Development, and the Department of Environmental Quality. Given Hopewell's 2015
delinquency, CLG has been unable to complete their most recent report, and now it's moving into 2
years being delayed in completing their reports since Hopewell's 2016 reporting is also delayed. |
have attached correspondence that CLG sent to our office concerning a letter they sent to the City’s
Mayor in March 2017 to convey their concerns and impact of the City being delayed with their 2015
reporting. See attached PDF “Commission on Local Govt correspondence.”






Information from the Attorney General’s office:

We spoke with our liaison at the Attorney General’s office regarding some of the concerns you
expressed, and what you included in that PDF file regarding budget/legal questions (Martha was
able to forward me the document from when you sent to her on 7/27/17, so | have a copy). He
commented that the AG’s office has to be very cautious to firmly adhere to Code Section 2.2-505,
which speaks to the Attorney General and his office only giving advice and rendering an advisory
opinion to the specific locality officials included within this Code section. Unfortunately, he says that
individual Council members of a local governing body do not fall within this scope. Accordingly, he
was unable to offer any guidance or send any further contact information from the AG's office to
pass along to you.

Information for a City Internal Auditor:

We suggest that Council review the Code of Virginia, Section 15.2- Chapter 11, Powers of Cities and
Towns. At Section 15.2-1107, the Code speaks to the City/Council being able to establish or change a
department, and prescribe the powers and duties of that department, within the framework of the
City’s charter and law. We are not aware of any Code section that specifically addresses a locality
creating an Internal Audit department or position; it would seem that the creation of an Internal
Auditor would exist within the locality’s own charter.

You may want to look to the City of Richmond’s Internal Audit department (as a “sister” city to
Hopewell) and see if they can provide you any additional information. | reviewed their website,
http://www.richmondgov.com/Auditor/index.aspx, which speaks to the Internal Audit office being
established by the City of Richmond’s Charter.

| also found published guidance from the Institute of Internal Auditors: Implementing a New Internal
Audit Function in the Public Sector, which may also give you some useful information related to this.
You can download the guide from this link-

https://na.theiia.org/standards-guidance/leading-practices/Pages/Implementing-a-New-Internal-
Audit-Function-in-the-Public-Sector.aspx

Information about auditing standard for communication between governing body and Auditor:

As part of generally accepted auditing standards that the CPA firm/independent auditor has to
follow when performing the financial statement audit of a Virginia locality, the auditor is required to
make certain communications with “those charged with governance” (i.e.: the governing body) of
the audited entity, in accordance with the AICPA auditing standard “AU-C 260, The Auditor’s
Communication with Those Charged with Governance.”. | believe you mentioned that Hopewell’s
Council may not have a specific Audit Committee, but perhaps does have a Finance committee. The
Chair or members of a Finance Committee are likely the ones that the auditor would have tried to
contact for these required communications. | have included a couple of excerpt from this standard
to give you an idea of the requirements and types of communication the Auditor should be having
discussions with members of City Council at least at the beginning and end of the audit process. |
have also attached the entire auditing standard for your reference- see attached PDF: “AU-C 260
complete standard.”

Excerpts from AU-C 260:

.08 If the auditor communicates with a subgroup of those charged with governance, such as the
audit committee or an individual, the auditar should determine whether the auditor also needs to
communicate with the governing body. (Ref: par. .A10—.A12)

.A10 When considering communicating with a subgroup of those charged with governance, the
auditor may take into account matters such as






» the respective responsibilities of the subgroup and the governing body.
+ the nature of the matter to be communicated.
+ relevant legal or regulatory requirements.

« whether the subgroup (a) has the authority to take action regarding the information
communicated and (b) can provide further information and explanations the auditor may need.

» whether the auditor is aware of potential conflicts of interest between the subgroup and other
members of the governing body.

.A11 When deciding whether there is also a need to communicate information, in full or in
summary form, with the governing body, the auditor may be influenced by the auditor's
assessment of how effectively and appropriately the subgroup communicates relevant information
with the governing body. The auditor may make explicit in the terms of the engagement that the
auditor retains the right to communicate directly with the governing body.

JA12 Audit committees (or similar subgroups with different names) exist in many entities.
Although the specific authority and functions of audit committees may differ, communication with
the audit committee, when one exists, is a key element in the auditor's communication with those
charged with governance. Good governance principles suggest that

« the auditor has access to the audit committee as necessary.

+ the chair of the audit committee and, when relevant, the other members of the audit
committee meet with the auditor periodically.

» the audit committee meets with the auditor without management present at least annually,
unless prohibited by law or regulation.

11 The auditor should communicate with those charged with governance an overview of the planned
scope and timing of the audit. (Ref: par. .A18—.A22)

.12 The auditor should communicate with those charged with governance (Ref: par. .A23):

a. the auditor's views about qualitative aspects of the entity's significant accounting practices,
including accounting policies, accounting estimates, and financial statement disclosures. When
applicable, the auditor should (Ref: par. .A24—.A25)

i. explain to those charged with governance why the auditor considers a significant accounting
practice that is acceptable under the applicable financial reporting framework not to be most
appropriate to the particular circumstances of the entity and

ii. determine that those charged with governance are informed about the process used by
management in formulating particularly sensitive accounting estimates, including fair value
estimates, and about the basis for the auditor's conclusions regarding the reasonableness of
those estimates.

b. significant difficulties, if any, encountered during the audit. (Ref: par. .A26)
c. disagreements with management, if any. (Ref: par. .A28)

d. other findings or issues, if any, arising from the audit that are, in the auditor's professional
judgment, significant and relevant to those charged with governance regarding their responsibility to
oversee the financial reporting process. (Ref: par. .A27)

.A26 Significant difficulties encountered during the audit may include matters such as

+ significant delays in management providing required information.






* an unnecessarily brief time within which to complete the audit.

« extensive unexpected effort required to obtain sufficient appropriate audit evidence.
+ the unavailability of expected information.

+ restrictions imposed on the auditor by management.

« management's unwillingness to provide information about management's plans for dealing
with the adverse effects of the conditions or events that lead the auditor to believe there is
substantial doubt about the entity's ability to continue as a going concern.

In some circumstances, such difficulties may constitute a scope limitation that leads to a
madification of the auditor's opinion.

.14 Unless all of those charged with governance are involved in managing the entity, the auditor also
should communicate

a. material, corrected misstatements that were brought to the attention of management as a result
of audit procedures. (Ref: par. .A31)

h. significant findings or issues, if any, arising from the audit that were discussed, or the subject of
correspondence, with management. (Ref: par. .A32)

c. the auditor's views about significant matters that were the subject of management's
consultations with other accountants on accounting or auditing matters when the auditor is aware that
such consultation has occurred.

d. written representations the auditor is requesting. (Ref: par. .A33)






Checkpoint Contents
Accounting, Audit & Corporate Finance Library
standards and Regudalions
AICPA
Frofossional Slandards
L5, Auditing Standards-AICPA {Clarified) [ALRG]
AL-C Baction 200-299-GEMERAL FRINCIFLES AMD RESPOMSIBILITIES
AL-C Section 260-The Audiar's Communication With Those Chargod With Governance

AU-C Section 260

The Auditor's Communication With Those Charged With
Governance

Sowrce: SAS Mo, 122; SAS Mo, 123, A5 Mo, 125; SAS Mo, 128

[Click here for tho Original Pranauncements for:

SAS No. 122: Clarification and Recedification

SAS No. 122 Omnibus S$tatement on Auditing Standards-2011

8A5 No. 125 Alert That Restricts the Use of the Autdhor's Written Commaunication
SAS No, 128: Using the Work of Internal Auditors |

Effective for audits of financial statements for pericds ending on or after December 15, 2012,

Introduction

Scope of This Section

. This section addressas lhe auditor's responsibility to cammunicale with those charged with
governance in an audit of financial statements. Although this section applies regardess of an entity's
govarnance slruclure or size, paricular considerations apply when afl of those charged with governance
are involved in managing an entity. This section dogs not establish requirements regarding the auditor's
communication with an entity’s management or owners unless they are also charged with a governance
rale,

02 This scction is wrillen in the context of an audit of financial slatements but may atso be applied,
adaptod a3 necessary in the circumstances, to audits of olher historical financial information whon those
charged with governance have a responsibility to oversee the preparation and fair presentation of the




othor histordoal linancial infarmation,

03 Recognizing the importance of effective two-way communication in an audit of financial statements,
this section provides an overarching framewaork for the auditer's communication with those charged with
governance and identifies some spocific matters to be communicated. Additional matters to bo
communicated are identified in vther AG sections (see the exhibit | "Reguirements to Communicale
With Those Charged With Governance in Other AU-C Sections”. In addition, section 2683 ,
Communicating infornal Confral Related Matters fdentified in an Audff, establishos specific requiremeants
ragarding the communication of sianificant deficiencies and material woaknoesses in intarmal control the
auditer has identified during the audit to those charged with governance. Further matters not required by
ganerally acoapied auditing standards [(GAASY may bo required to be communicated by agresment with
thase charged with governance or management or in accordance with external requirements. Nothing in
this sectinon prectudes the auditor from comimunicating any other matters o those charged with

governance.

Effective Date

04 This section is effective for audits of financial statements for periods ending on or after Decermber
15, 2012,

Objectives

.05  The ohjectives of the auditar are to

&, communicate clearly with those charged with govornance the responsibifities of the auditor
regarding the financial statement audit and an overview of the planned scope and timing of the audit,
i, obtain from those charged with governance information relevant to the audit.

£ provide those charged with guvernance with timely observations arising from the aodit that are
significant and rolevant to their responsibility 1o oversee the financial reporting process,

d. promote effective two-way communication betweaen the auditor and those charged with
governance. (Ref: par, JA1- AL}

Definitions

06 For purposes of GAAS, the followlng ferms have the meanings attiibuted as follows:

Management. The person{s) with exacutive responsibility for the conduct of tho entity’s operations.
For some enlities, management includes some or all of those charged with governance; for example,
execltive members of a governance board or an ownor-imanagear.

Those charged with governance. The porsonis) ar arganization{s) (for examgle, a corporate
trustea} with responsihility for oversesing the strategic directinn of the entity and the obligations
related to the accountability of the entily. This includes overseeing the financial reporting process.



s

Thnse charged with govemance may include management personnel; Tor examgte, executive
members of o govemanas board or an owner-manager.

Requirements

Those Charged With Governance

07 The auditor should daetermine the appropriate person(s) within the entity's governance structure with
whom to communicate. (Ref: par, (AB-A8 )

Communication With the Audit Commitiee or Other Subgroup of Those
Charged With Governance

08 If tho audilor communicates with a subgroup of those charged with governance, such as the audit
committes ar an individual, the auditor should determine whether the auditor alse needs to communicate
wilh the governing body. (Ref. par. A10-.A12 )

When Alf of Those Charged With Governance Are Involved in Managing the
Entity

09 In somne cases, all of those charged with governance are involved in managing the entity; for
example, a small business in which & single cwner manages the entity and no onc elss has a governance
role. In these cases, if matters required by this section are communicated with & personis) with
rmanagement responsibllities and that person(s) also has governance responsibililies, the matters necd
not be communicated again with the same porson(s) in that person's governance rale. These matters are
noted in paragraph .14 . The auditor should, nonetheless, be safisfied that communication with person(s)
with management responsibilities adequately informs all of those with whom the auditor would otherwise

communicate in their governance capadcily.

Matters to Be Communicated

The Auditor's Responsibilities With Regard to the Financial Statement Audit

A0 The auditar should communicate with those charged with governance the auditor's respansibilities
with regard to the financial statement audit, including that (Ref: par. A13-.817 )

a.  the auditor is rospongible for forming and cxpressing an opinion abull whether the financial
statements thut have been prepared by management, with tho oversight of thase charged with
governancs, are preparad, in all material respects, in accordance with the applicable financizl



reporting framework.
b, the adit of the financiat staternents doos not relisve management or those charged with

governance of their responsibilities.

Planned Scope and Timing of the Audit

A1 The auditor should communicate with those charged with governance an ovenview of the planned
scope and timing of the audit. (Ref: par, A18-A22)

Significant Findings or Issues From the Audit

A2 The auditor should communicate with those charged with governance (Ref: par. A23 )

g, the auditors views about qualitative aspects of the entity’s signlficant accounting practices,
including accaunting policies, accounting estimates, and financial statement disclosures. Whan
applicable, the auditor should (Ref: par, (A24-.A25 )

i, explain to those charged with governance why the auditor considers a significant accounting
practice that is accoptable under the applicable financial reparting framework not to be most
appropriate to the particular circumstances of the entity and

ii. dotormine that those charged with governance are informed about the process used by
managemsnt in formulating particularly sensitive accounting estimates, including fai value estimatos,
and about the basis for the auditor's conclusions regarding tho reasonableness of those estimates.
b, significant difficultios, iF any, encountered during the audil, (Ref: par. .A26 )

¢ disagreements with management, if any, (FRof: par. A28 )

d.  other indings or izsues, if any, arising from the audit that are, in the auditor's professional
judgment, significant and relevant to thoso charged with governance regarding their responsibility to
ovorsee the financial reporting process. (Ref: par, JA2T )

Uncorracted Misstatements

A2 The auditor should communicate with those charged with governance (Ref: par. .A29-A30 )

a. uncorrocted misstatements accumulatod by the auditar and the effect that they, individually or in
the aggregate, may have on the opinion in the auditor's report. The auditor's cormmunication should
identify material uncorrected misstatorments individually. The auditor should request that uncorrectod
misatatemeants he corrected,

b the effect of uncorrocted misstatements related to prior periods on the relevant classes of

transactions, account balances or disclosures, and the financial statements as a whole.

When Not All of Those Charged With Governance Are Involved in Management

A4 Unless all of these charged with guvernance are involved in managing the endity, the auditor also



should communicate

& materizl, correrted misstalements that were brought to the allention of management az a result
of audit procedurss. (Ref: par. A3 )

b, significant findings or issues, if any, arising frum the audit that were discussed, or the subject of
cormespundence, with management. (Ref: par. .A32 )

g the auditor's views about significant matters that were the subject of management’s consultations
with other accountants on accounting or auditing matters when the auditoris awars that such
consultation has ocourrad,

o,  wiritten representations the auditor is requasting. (Ref: par. .A32 )

The Communication Process

Establishing the Communication Process

A5 The auditor should communicate with those charged with governance the foren, timing, and
exnected general content of communications. (Ref: par. .A24-.A38 )

Formms of Communication

8 The auditor should communicate in writing with those charged with governance significant findings
ur isstes from the audit (see paragraphs (12-.14 )1, in the auditor's professional judgment, orsl
communication would not be adequate. This communication need not include matters that arose during
the cowrse of the audit that woere communicated with those charged with governance and satisfactorily
resclved. (Ref par. A39-A41)

Restricted Use

A7 When the avditor communicatos matters in accordance with this section in writing, the
communication is considered a by-product report. 1 Accordingly. the auditor should indicata in the
cammunication that it is imtendod solely for the information and use of thoss charged with governance
and, if appropriate, management, and is not intendad to be, and should not be, used by anyone other
than theso spacified parfies, '

1 Paragraphs .D6e and .07 of section 305, Alcrf That Resiricts the Use of the Auditor's Wrilten
Communication. [Footnote amended, cffective for the auditor's written communications related to audits
of financial statements for periods chding on or after December 15, 2012, by SAS No, 125.]

Timing of Communications

A8 The auditar should communicate with those charged with governance on a timely basls, (Ref. par.



Ad2-A43 )
Adeguacy of the Communication Process

A8 The auditor should evaluate whether the two-way communication between the auditor and those
charged with governance has been adeguate for the purpose of the audit. If it has not, the ayditor should
evaluate the effect, if any, on the auditor's assessment of the risks of material misztatement and ability to
obtain sufficient appropriate audit cvidence and should take appropriate action. {Rel par, .Ad44-.A46 )

Documentation

20 ‘When matters reguired to be communicated by this section have been communicatad orally, the
auditor should include them in the audit documentation, including whett and to whom thoy were
rommunicated. 2 When matters have boen communicated in writing, the aoditor should retain a copy of
the communication as part of the audit documentation. {Rof: pat. .A47 )

2 Paragraphs .08-.12 and .AB of section 230, Audit Doctmentation.

Application and Other Explanatory Material

Objectives

The Role of Communication (Ref: par. .05 )

A1 This section focuses primarily on communications from the auditor o those charged with
govemance. Nevortheless, effective two-way communication is important in assisting

. the audilor and those charged with governance in understanding matters related to the audit
i context and in developing a constructive working relationship. This retalionship is developed
while maintaining the auditor's independence and objectivity.

. the auditor in obtaining from those charged with gnvernance information refevant to the audit,
For example, thuse charged with governance may assist the auditor in understanding the entity
and its environrment, in identifying appropriate sources of asudit evidence, and in providing
information about specific transactions or events,

. those charged with governance in fulfilling their responsibility to oversec the linancial
reporting process, therchy reduring the risks of material misstatement of the financiat
statements.

A2 although the auditor Is responsible for communicating specific matters in accordance with this
aection, managemett also has A respensibilily o communicate matters of governance interest to those
charged with governancs, Communication by the suditor does not relieve management of this



responsibilily, Similarly, managemeant's communication of thase matlers to those charged with
governance does not rofisve the auditor of the responsibility to also communicate them. However,
comunication of those matters by managament may affect the form or timing of the auditor's
comimunication.

A3 Clear communication of specific matters requirod 1o be communicaled by GAAS is an integral part
of evary audit. However, GAAS do not reguire the auditor to perform procedures specifically to identify
other significant matters to communicate with those charged with governance.

Legal or Reguiatory Restrictions on Communicating With Those Charged With
Governance (Ref: par. .05 )

A4 Law or regulation may restrict the auditor's communication of certain matters with those charged
with governance. For example, law or regulation may specifically prohibit a communicaticn or other action
that might prejudice an investigation by an appropriate autholity into an aclual, or suspectod, illegal act. In
snme circumstances, potential conflicts between the auditor's obligations of confidentiadity and ohligations
ta communicate may be complex. In such cases, the auditer may consider abtaining legat advice.

A5 |n certain circumstances, the auditor may he required to repor to a regulatary or enforcement body
aorkain matters that have been communicated with those charged with governance, For example,
Govemment Auditing Standards requires auditors to report fraud, illegal acts, violations of provisions of
cantracts or grant agreements, and abuse directly to such parties in certain circumstances.

Those Charged With Governance {Ref: par. .07 )

AB  Governance struciures vary by entily, reflecting influonces sueh as size and ownership
chargoteristics, For examplea:

. in some entities, those charged with governance hold positiuns {for example, company
directors) that are integrat pans of the entity's legal structure, For other entities, a hody that is
not part of the entity is charged with governance, as with some gowvernment agjencies.

. In some cases, some or all of those charged with govetnanee also have management
responsibiiitics. In others, those charged with governance and managetnent are different
people.

. Partios charged with governance of governmental entities may include members or staffaf a
legislative oversight committee, oversight hodies, or other parties cnntracting for the audit.

A7 Inmost entities, govornance is the colloutive respansibility of a governing body, such as a board uf
directors; a supervisory board; partners; proprielors; a committes of management; trusteas; or equivalent
persons, In some smaller enfities, howuver, one person may be charged with governance, such as the
owner-manager, whot there are no other owners, or a solo trustes, When governance is & colloctive
responsibility, a subgroup, such as an audit committee or even an individual, may be charged with



specific tasks to assist the governing body in meeting il2 responsibilities.

A8 Such diversity means that it is not possible for this section to specify for all audits the person(s} with
whom the auditor is to communicate particular matters. Also, in some cases, the appropriate personds)
with whorm to communicate may not be clearly identifiable from the engagement clreumstances. An
example of this is entities in which the governance structures are not farmally defined, such as somo
famnily-ownod entities, some not-for-profit crganizations, and some governmuni entities. When the
appropriato persanis) with whom to commenicate is not clearly kentifiable, the auditer and the angaging
party may heed to discuss and agree on the relevant person{s} within the entity's governanco sirUcilre
with whom the auditor will communicate. In deciding with whoen to commiunicate, the auditor's
understanding of an entity's governance structure and processes oblained in accordance with section
315 , Understanding the Entity and tis Environment and Assessing the Risks of Materal Misstatentent, is
ralevant. The appropriate person(s) with whom to communicate may vary depending on the matter to b
communicatad,

A8 Section 800 , Special Considerations-Audits of Group Financial Statements {Including the Wark af
Componuttt Auditors), includes specific matters to be communicated by group auditars with those
charged with governance. 3 When the entity boing audited is a component of a group, tho appropriate
porsonfe) with whom to communicate is dependent on the nature of the matter to be comimunicated and
the terms of the engagemeant,

3 Paragraphs .45-.48 of section 800, Special Conaidarafions-Audits of Group Financial Statemonis
fincluding tho Wark of Camponerd Auditors).

Communication With the Audit Committee or Other Subgroup of Those
Charged With Governance (Ref: par. .08 )

A0 When considering commumicating with a subgroup of those charged with governanee, the auditor
miay take into ascount matters such as

. the respective responsibilities of the subgroup and the governing body.

. the nature of the matter to be communicated.

. relevant legal or regulatcry requiremonts,

. whether the subgroug {(2) has tho authority to take action regarding the information

communicated and {83 can provide further information and explanations tho auditor may need.
. whather the auditor is aware of putential conflicts of Interest hetween the subgroup and othor
rmembors of the governing body,

A11  When deciding whether thers is Also 2 need fo communicate information, i full or in sumenary
form, wilh the governing body, the auditor may be influenced by the auditer's assessment of how
effactively and appropriately the subgroup communicates relevant infurtnation with tho governing hody.
The suditar may make cxplicit in the terms of the engagement that the ayditor petains the right to
carmmunicate directly with the governing body,



A12 Audit committees for sitrdlar subgroups with different names) exist in many entities. Although the
speciiic authority and functions of audit committees may differ, comtnunication with tho audit committes,
when one exists, is a koy element in the audilor's communication with those chargod with govermance.
Ginod govemance principles suggest that

. the audiior has access to the audit committee as necessary.

. the chair of the audit committee and, whan relevant, the other members of the audit
cormmiles meat with the auditor perfodically.

. the audit committec meets with the auditor withnut managoment present at least annually,
unless prohibited by law or regulation.

Matters to Be Communicated

The Auditor's Responsibilities With Regard to the Financial Statement Audit
(Ref: par. .10 }

A12  The audilors responsibilitivs with regard to the financial statemant audit are often included in tha
engagetnent letter or other suitable tarm of written agreement that documents the terms of the
engagement, Providing those charged with governanes with a copy of that engagemant lsfter or othar
suitabile form of written agreement may be an appropriate way to cormimunicate with them that

. the auditor is responsible for perfarming the audit in accerdance with GAAS and that the audit
is dosigned to obtain reasonahle, rather than absolute, assurance about whether the financial
statements as a whaole are free from material misstatement.

. an audit of financial statements includes cansideration of internal cantrol ovor financial
reparting as a basis for designing audit procedures that are appropriate in the drcumsiances,
kut not for the purpase of expressing an apinion on the effectiveness of the entity's internal
control over financial reporiing,

. tho auditar is responsible for communicating significant matters related to the financial
statoment auweit that are, in lhe auditor's professional judgment, rolsvant to the responsibilities
of those charged with govemance in ovorsesing the financial reporting process. GAAS do not
require the auditor (o design proceduros for the purpose of identifying other matters 1o
communicate with thase charged with gavernance.

. when applicabie, the auditor is adso responsible for communicating particular matters required
by law or regulation, by agreement with the entity, ur by additicnal requirements applicabio 10
the cngagement.

Independence (Ref: par. .10 )

Al14  GAAS reqguiro independence for all audits, Relevant matters to consider in reaching a conglusion

about independenco inclide circumstances or relationships that create threats fo auditar tdependence




and the related safeguards that have boen applied to climinate those threats or reduce them to an
accoplable level. Comprehensive material on threats 1o independunce and safeguards, including
application to spocific situations, is set forth in the AICPA's ™ Concentual Framework for
Independence " [ET sec. 1.210.010).

[Hevised, January 2015, to reflset conforming changes necessary due to the issuance of the revised
AICPA Code of Professional Conduct, effuctive December 15, 2014 ]

A15  Although the auditor's report affirms the auditar's independence, in certain situations, the auditor
may delarmine that it is appropriate to communicato with those charged with govornanas circumstances
or ralationships (for oxample, financial interests, business or family relationships, or nonaudit services
provided or expectad to be providod) that, in the auditors professional judgment, may reasonably be
thalight te bear on independence, and to which the auditor gave significant sonsideration, in reaching the
conclusion that independence has not been impaired.

A6 It may be particularly appropriate to cemmmunicate with those charged with govornanee those
circumstances or refationships discussed in paragraph LA15 in audits of public interest entities. In
addition to entities subject to Securities and Exchange Commission reporting requirements, all of the
eniitics described in the definition of public interest entities in ET section 0.400 . Definftions, aro
considered to bo public interest entities.

{Revised, January 2015, to reflect conforming changes necessary due to the issuance of the revised
AICPA Cude of Professional Conduct, effective Decembar 15, 2014 ]

Al17  The form and timing of communications regarding independence may be affected by tho antity's
governance structure and whethor a formal subgroup, such as an audit committee, exists. In situations in
which all of those charged with governance are invalved in managing the entity, the auditor may
datermine that those charged with governance have been informed of relovant facts regarding the
auditor's independenco through their management activities or through other means, sych as the
angagement |etter. This is parficularly likely when the ontity is owner-managed and the auditor's firm has
little involvament with the entity beyond a financial statement audit.

Planned Scope and Timing of the Audit (Ref: par. .11 )

A18  GCaro is requited when communicating with those charged with governance about the planned
stope and timing of tho audit so as not to compromisc the etfectivenoss of the audit, particularly whon
soma o all of thoso chargad with guvernance are involved in managing the entity. For exampls,
comenumicating the nature and timing of detailed audit proceduros may reduce the effectivenass of thnse
procadures by making them too predictable. Cerlain factors doscribed in paragraph .A38 may be
ralevant in dotermining the natuie and axiont of this communication.

A9 Communication regarding the planned scope and liming of the sudit may assist




. those chaiged with governance to discuss issues of risk and materialily with the auditor;

. those charged with governance to undearstand boetter the consegquences af the auditor's work
and to identify any areas in which they may request the auditor to undertake additicnal
procedures; and

r the auditor to understand befter the entity and its envirenmend.

AZ0 Matters communicated may include the following:

. Fiow tha auditor proposos to address the significant risks of material misstatement, whelher
due to fraud ar error

. The auditor's approach to internal control relevant to the audit induding, when apphcable,
whether the auditor will express an opinion on the effertiveness of internal contral over financial
reparting

. The application of materiality in the context of an audit, as discussaid in section 320 ,
Materiality in Flanning and Performing an Auail

. if the catity has an nternal sudit function, how the auditor and the internal auditors can work

together in a constructive and complercniary manner, including any planned use of the work of
the internal audit function in ohtaining audit evidence and the nature and extent of any planned
use of intermal auditors to provide direct assistance,

(43 amended, effective for audits of financial statements for periods ending an or after December 15,
2014, by SAS No. 128

A21  Other planning matters that may be approgpriate o discuss with those charged with governances
include

. the views of thuse charged with governance abuttt the following matters:
. The appropriate person(s} it the entity's governance structure with whom to communicats
- The aliocation of responsibililies betwean thoss charged with governanco and managemefit
- The ontity's objectives and strategies and the related business risks that may result in
material misstatemants
- Matters those charged with govotnance considar as warranting particular attention during
the audit and any areas for which they request additional pracedures 1o he undertaken
- Significant cotnmunications with reguiators
. Other matters those charged with governance believe arc relevant to tha audit of the
financial staternents

v the attitudes, awareness, and actions of those charged with governance conceming (g} the
antity's intemal control and its impoertance in the entity, including how those charged with
governance ovarsee the effectiveness of internal control, and (b} the detection or the possibility
of traud.

r tihe actions of ihose chargad with governance in response to developments in law, Accounting
standards, corparate governance practices, and ather related matters.

. the actions of those charged with govuernanaes in response to pravioos carmmunications with
the auditor.




A22  Although communication with thase charged with governanve may assist the auditer to plan 1he
stope and tiening of the audit, it does net change the auditor's sole responsibility to establish the overall
audit stratogy and the audit plan, including the nature, timing, and extent of procadures necussary to
obtain sulficient appropriate audit evidenoce,

Significant Findings From the Audit (Ref: par. .12 }

A2Z3 The communication of si'gnjﬁcant findings frum the audit may include requosting further
information from those charged with governance in ordier to complete the audit evidence obtained. For
example, tho auditer may confinm that those charged with governance have tho same understanding of
the facts and circumstances relevant to specilic fransactions or events.

Qualitative Aspects of the Entity's Significant Accounting Practices (Ref:  par.
12a )

A24  Financial reporting frameworks ordinarily allow for the entity to make accounting estimates and
judgments about accounting policies and financial statement disciosuras. Open and constructive
communication about qualitative aspects of the entity's significant accounting praclices may incluge
comment an (he acceptability of significant accounting practices. The appendix , "Cualitative Aspects of
Accounting Practices," identifies matters that may be included in this comimunication.

A5 Certain accounting estimates are particularly sensitive because of their significance 1o the financial
staternents and because of the posaibility that future events affecting them may differ markedly fram
rmanagement's curment judgments, In communleating with those charged with governance about the
process used by management in formulating particularly sensitive accounting sstimates, including fair
value estimates, and about the hasis for the auditor's conclusions regarding the reasonablonass of those
estimates, the auditor may consider communicating

* the nature of significant assumptions,
. the degres of subjoctivily involved in the development of the assumptions, and
. the refative materialily of the items being measured to the financial slatements as a whole,

Significant Difficulties Encountered During the Audit (Ref.  par. A2b )

A26  Significant difficulties encountered during the audit may include matters such as

. significant delays in management providing required information.

. an unnecessarly brif time within which to complets the audit.

. extensive unexpected effort required to obtain sufficient appropriste audit evidence,
. the unavailahilily of expected hlormaticn.

. restrictions imposed on the auditor by mansgemeant.




. management's unwillingness to provide information about management's plans for dealing
wilh the adverse effects of the conditions or cvents that fead the auditor to believe thore s
suhstantial doubt about the entity’s ability to continue as a going concern.

In some cirmumstances, such difficultics may canstitute a scope limitation that leads to a medification of
the auditor's opinion.

Other Findings or Issues

A27  The auditor mnay becarne aware that the entity is subjoct to an audit requirement that is not
encampassed in the terms of the engagement. The communication to those charged with govarnance
that an audit conducted in accordance with GAAS may not satisfy the relevant legal, regulatury, of
contractual requirements may be necessary if, for example, an entity engages an auditor to perform an
audit of its financial staterments in acoordance with BAAS and the anditor becomos awarg that by [aw,
reguiation, or contractual agreement the entity also is required to havo an audit performed in accordance
with one or more of the following:

@, Govoemment Auditing Standards
b, OMB Circukar A-133, Audifs of Stafos, Local Governments, and Mon-Profit Orpanizations
z, Other compliance sudit requirerments, such as state or local laws or program-speciiic audits

under federal audit guides

Disagreements With Management (Ref: par. .12¢c )

A28 Discussions with those charged with guvornancs include any disagreements with management
that arose during the audit, regardloss of whelher they wers satisfactorily resolved, about matters that,
individually or in the aggrogate, could be significant to the entity's financial statementz or the auditor's
report. Disagreements with managemeant may accasionally arise over, among other things, the application
of acoounting principles to the entity's specific transactions and events and the basis for management's
judgrents abaud accounting estimates. Disagreements riay also arise regarding the scope of the audit,
disclosures o ba includad in the entity’s financial slatements, and the warding of the auditor's report, For
purpeses of this section, disagreements do not include differences of opinion based on incomplels facts
ar prefiminary infermation that arc later regolved,

Uncorrected Misstatements (Ref: par. .13 }

A29 The auditor is not requited to accumulato misstalements that the auditor believes aro triviad, 4
When there are a large numbar of individually immaterial uncomected misstatemoents, the auditor may
coifimunicate the number and aoveral monetary effect of the uncorrectod misstalemesnts, rather than the
details of each individual uncorrecled misstatament,

4 - Paragraph .05 of section 450, Evaluation of Misstatomoents fdentified During the Audit.




A30 The audilor may discuss with those charged with governance the reasons for, and the tmplications
of, a failure o correct misstatements, taking into account the size and naturs of he misstatement judgod
in the surrcunding circumstances, and possible implications with rogard to fufurs finandial staternents.

Corracted Misstatermnents (Ref: par. .14a )

A31  The suditor alse may communicate corrected itmmaterial misstatements, such as frequently
recurring imematatiat misstatements that may indicate a particular bias in the proparation of the financial

staterments,

Significant Findings or Issues Discussed or Subject to Correspondence With
Management (Ref: par. . 145 )

A32  Significant findings or issues discussed, or the subjecl of correspondence, with managemsit may

include matters such as

r business conditions affecting the cntity and business plans and strategies that may affect the

risks of material misstatement.
. discussicns or correspandence in connection with tho initial or recurring engagement of the

auditar including, ameng other matters, any discussions or cotrespondence regarding
accounting practices ar the application of auditing standards,

Written Representations (Ref: par. .14d )

A33  The auditor may provide those chargsed with governance with 4 copy of management's written
representations.

The Communication Process

Establishing the Communication Process (Ref: par. .15 )

A4 Clear communication of the fallowing helps establish the hasis for effective two-wey

cOMmmLEnication:

. Tho atditor's responsibilities { paragraphs 10 and A12-.A15 )
. An overview of the planned scape and timing of the audit { paragraphs .11 and A16-.A20 )
. The expected general content of comimunications

B35 Matters that may akso contribute to effective two-way communication include discussion of

. the purpose of communications. When the purpose is clear, the auditar and those charged
with gqovernance are in a better position to have a mutual understanding of relevant issues and




the expacted actions arisihg from the communication process.

. the form in which communications will be made,

. the porsonis) an the audit team and amang those charged with governance who will
communicate regarding particular metlars.

. the audilor's expectation that cornmurnication will ke two-way and that those chargoed with
govemance will communicate with the auditer matters they consider relevant ta the audit. Such
matters might include {a} strategic decisions that may significantly affect the natiire, timing, and
extent of audit procedurss; (&) the suspicion ar the delection of fraud; or (5) concerns with the
integrity or compuotencs of senior managernont,

. the process for taking action and reporting back on matters communicated by the auditor.

. tha prucess for taking action and reporting back on matters communicated by those charged
with governance.

A36 The commiunication process will vary with the circumstancos, including the size and govetnance
structure of the entity, how those charged with governance opuorate, and the auditor's view of the
significance of matters to be communicated. Difficulty in cstablishing effective two-way communication
may indicate that the communication between the audilor and those charged with governance is not
adeguate for the purpose of the audit (see paragraph .Ad4 ),

Communication With Management

A3T Many matters may be discuzsed with managemont in the ordinary course of an audit, inciuding
matters to be communicated with those charged with governanee in accordance with this section. Such
discussions recognize management's executive responsilility for the conduct of the entity's operations
and, in particular, managemeant's responsibility for the preparation and Iair prasentation of the financial
statements,

A3E  Before communicating matters with those charged with governance, the auditor may discuss them
with management unioss thal is inappropriate. For example, it may not be appropriate to discuss with
management guestions of management's competence of integrity. In addition to recognizing
management's responsibility, these initial discisstons may dlarify facts and issues and give managoment
an opportunity Lo provide further information and explanations. Sirmilarly, when the entity has an interhal
audit function, the auditor may disclss matters with appropriste individuals within the function before
commtnicating with thase charged with governance.

[&s amended, effective for audits of financial statotnents for periods ending on or after December 15,
2014, by SAS No. 128.]

Forms of Communication (Ref: par. .16 )

A30  Effective commurication may involve formal presentations and written reports as well as less




formal communications, including discussians, The auditer may communicate matters oher than those
identified in paragraph .16 either orally or in writing. Writton communications may include an
engagement lefter that is provided to those charged with governance.

A0 In addidion to the significance of a particular maller, the form of comrnuinication (for example,
whether 1o communisate orally or in writing, the exlent of detail or summarization in the communication,
and whether to communicale in a formal or informal manner) may be aifected by factors such as

. whether the matter has been satisfactarily resolvad,

. whather managament has previously communicatod the matier,

. the size, operating structure, contral environmaent, and legal structure of the antity being
awdited,

' legal ar regulatory requirements that may reguire a witten communication with those charged
wilh governance.

. the expectations of those charged with governance, including arrangements made for periodic
meetings or communications with the auditor.

. the ammount of angeing contact and dialegue the auditer has with those charged with
QOVErmance,

. whether there have been significant changes in the membership of a governing body.

. i the case of an audit of special purpose financial statements, whethar the auditor atao auclits

the entity's general purpase financial stalements.

Ad41  When a significant matter is discussed with an individual memizer of those charged with
governance, such as the chair of an audit cornmittee, it may bo appropriate for the auditor ta summarize
the matter in later communications so that alt of those charged with governance have full and balanced

information,

Timing of Communications (Ref: par. .18 )

A2 The appropriate timing for communications will vary with the circumstances of lhe engagement.
Considerations include the significance and nature of the matter and the action expected to be fakon by
thase charged with gavernance. The auditor may consider communicating

v planning mattors early in the audit ongagement and, for an initial engagement, as part of the
tenms of the engagement.

. significant difficulties encountored during the audit s s6on as practicable if those charged
with governance are able to assist the auditor in uvercoming the difficulties ar if the difficultios
ara [kaly to lead to & modilied epinion.

A43  Olher factors that may be relavant to the timing of communications inclide

. the size, opersling structure, control snvironment, and legal structure af tho cntily being
audited.

. any legat obligation to communicate certain matters within 2 specified timeframe.
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. the expectations of those charged wilh governance, including arrangerments marde for periodic
meatings or comminications with the auditor.

J the time at which the auditor idenlifies certain matters {for example, timely communication of
a material weaknass tn enable appropriate remedial aclian to be taken).

. whether the auditor is auditing both general purpose and special purpose financial
statements.

Adequacy of the Communication Process (Ref: par. .19 )

JBdd  The auditor need not design specific procedures to support ihe evaluation of the two-way
commurication between the auditor and those charged with governance. Rather, that evaluation may be
basod on obsenvations resUlting from audit procedures performed for ather purposes, Such ohservations
may include

. the appropriateness and timeliness of actions laken by thoso charged with governance in
respunse ip matters cornmunicated by the auditor. When significant findings or issues raised in
provious communications have not beon dealt with effectively, it may be appropriate for the
auditor to inguire about why appropriate action has not been taken and to congider raising the
podnt 2gain. This avoids the risk of giving an impressian that the auditor is satisfied that the
matier has been adequately addrassed or is no luvnger significant.

. the apparant openness of those charged with governance in their communications with the
auditor.
. the willingnaess and capacity of those charged with govornance to meet with the auditor

withaut management present.

v the apparent ability of those charged with governance to fully comprehend matters raizod by
the auditar, such as the extant 1o which those charged with governance probe issues and
guestion recommendations made to them.

. difficulty in establishing with those charged with governance a mutual underskanding of the
form, timing, and exposted general content of communications.

. when all or some of those charged with governance ars involved in managing the entity, their
apparent awareness of how matiere discussed with the ayckitor affect their hroader governance
responsibilitiss as well as tholr management respansibilities.

A4S As discussed in paragraph (A1, effective two-way communication assists bath tho auditor and
those charged with gevemance. Further, seetion 315 identifies participation by those charged with
governance, including their intoraction with the internal audit function {if any} and extcrnal auditors, as an
element of the entity's contrul envirenment. lnadequate two-weay communication may indicate an
unsatisfactory controf grviranmert, which will influence the auditor's assessment of the risks of malenial
misslatements. Thero is alsn a risk that the auditor may not have obtained sufficient appropriate audit
evidence to form an opinion on the financial statements.

[As amended, effective for audils of financial stalements for periods gnding on or aftor December 15,




2014, by SAS No. 128]

A46 Fihe two-way communication belwseen the auditor and those charged with governance is not
adequate and the situation cannot be resolved, the auditor may take actions such as the following:

. Modifying the auditor's opinion on the basis of a scope limitation
. Obtaining fegal advics about the consequunces of different courses of action
. Communicating with third parties (for example, a regulator} or & higher authority in the

governance structure that is cutside the entity, such as the owners of a business (for example,
sharsholders in a general mecting}, of the responsibla government agency for certain
gavarnmental entities

. Withdrawing from the engagement when withdrawal is possible undar applicable law or
regulation

Documentation {Ref. par. .20 )

AAT  Documentation of oral commanication may include a copy of minutes prepared by the entity as
part of the audit docurnentation if those minutes are an appropriate rocord of the communicatian,

Appendix

- Qualitative Aspects of Accounting Practices

A48 The communication required by paragraph 122 and discussed in paragraphs (A24- A25 may
include such raliers as the following:

Acoounting Policies

. The appropriateness of the accounting policies to the particular cireumstances of the entity,
considoring the need to balance the cost of providing information with the lilkely benefit to users
of tho entity's financial statemoenis (when acceptable afternative accounting policies exist, the
comnunication may include identification of the financial statement iterns that are affected by
the chinice of significant peolicies as well as information on accounting policies used by similar
entities)

. The initiad selcetion of, and changes in, gigniticant accounting policies, including the
application of new accounting pronouncements {the comenunication may include the effert of
the tlraing and method of adoption of a change in accounting palicy on the current and future
carnings of the entity, and the timing of a change in accounting palicios with regard to expocted
new accounting pronouncemeants}

. The effect of significant accounting paolicies in controversial or emerging areas (or those
enique to an industry, particularly when lhese is a lack of authoritative material or Colssnsus)

TN




The effoct of the timing of transactions in relation to the period in which thoy are recordend

Accounting Estimates

For Hems for which estimates are significant, issues discussed n section 540 | Auditing
Accounting Estirnales, Including Fair Value Accoumnting Estimates, and Refafed Disclostires,
including the following examples:

- Management's identification of accounting estimates

- Management's process for making accounting estimates

- Risks uf material misstatement

- Indicators of possible management bias

- Disclosure of estirmation uncerkainty in the financial stataments

Financial Statement Disclosures

The issues involved, and related judgments made, in formulating particularly sensitive
fAnancial statement disclosures (for example, disclosures related to FaVETIUE racognition, going
concern, subsequent ovents, and contingency issues)

The overali neutrality, consistency, and clarity of the disclosures in the financial statemenis

Related Matters

The potential effect on the financial statements of significant risks and exposures and
uncertainties, such as pending litigation, that are disclosed in the financial stalements

“rhe extent ta which the financial statements are afiected by unusual transactions, including
Ronrecurting amounts recognized during the peried, and the extent to which such transactions
are separately disclosed in the financial statements

The factors affecting asset and liability carrying values, maluding the antity's bases for
determining useful fives assignad o tangible and intangihle assets {the nomwnunication may
expiain how factors affoctling carrying values wero selected and how altetnative selections
would have affected the financial statements

The selective correction of misstatemnents (for example, cotrecting misstatements with the
affeut of increasing reported sarmings, but not those that have the effect of decreasing reporied
Barmings}

Exhibit - Reguirements to Communicate With Those Charged
With Governance in Other AU-C Sections

A48 Reguirements for ihe auditor to communicale with thoso charged with governance are included in

other AU-C sections. This section doos not change the requirements in

paragraph .17 of section 210, Terms of Engagemont




5. paragraphs .21, 3B¢(l) , and .39-.41 of section 240, Consideration of Fraute! i 8 Financial
Statement Audif

¢. paragraphs .14, 18, and .21-.23 of section 250, Considuration of Laws and Regulafions in an
Audit of Financial Statements

d. paragraph .11 of section 265, Communicating Internal Confrol Related Malters Identified in an
Audit

c. paragraph .27 of section 55(), Related Parties

f paragraphs .10b-c , .12a, 152, 172, and .18 of section B0, Subsaguent Evants and
Subseqguently Disnovered Facts

g. paragraph .19 of secltion 870, The Audifor's Consideration of an Eatity's Abilify to Conlinue as a
Going Cohcert

h.  paragraphs .45-.48 of section 600, Special Considerations-Audits of Group Financial
Statements {Inchding the Work of Cormponant Auditors}

i, paragraphs .12, .14, .20, and .29 of section 70b, Moditications to fhe Gpinior in the
Independant Audifor's Repor

i paragraph .09 of sectlon 706, Empfiasis-of-Maifer Paraqraphs and Other-Maiter Faragraphs in
the Independent Audifors Report

k. paragraphs .08 .12, .15, and 18 of section 720, Other information in Documents Confaining
Auditod Financial Stafemeants

[ paragraph .08 of section 730, Required Stipplementary iformation

. paragraphs .23-.28 of gection 930, Intesin Financiaf information

r. paragraphs .36-.37 of section 935, Complance Auclits

[Revised: Septeinber 2012, to reflect conforming changes necessary due te the issuance of 3AS No.
126.]
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Rachel Reamx

From: Rachel Rearny

Sent: Friclay, July 28, 2017 3:30 PM

To: Rachel Reamy

Subject: FW: Localities late in submitting CAFRs

From: Barler, Lindsay (PHCD) [mailto:lindsay . Bagker@dhed. virginia.gov]

Sent: Friday, March 24, 2017 3:26 PM

To: Shelton, Bill [DHCD) <Bill.Shelton@rdhed.virginia.gov=>; Mavredes, Martha 5. <martha.ravredes@cov.virginia.gou=;
deSocio, Robyn (SCR) <Robyn.deSocio @sch.yirginia.gove; Paylor, David {DEQ) <David.Payior@deq.virginia.aovs
Subject: Localities late in submitting CAFRs

Good afterncon,

Mease see the attached letter from the Chair of the Commission vn Local Government in regards to the delinguency of a
locality in submitting their audited financial report in relation to the Commission’s Fiscal Stress Report. If you have any
questions please feel free to contact our office,

Thank you,

Lindsay Barker
Program Support Specialist
Policy and Legis|ative Office
€00 E. Main Street, Suite 300
Richmeond, Virginia 23219

{P) BD4-371-7024




Terenco B Mostifie
{aorvernor

Toaddck P, Hayntore

COMMONWEALTH of VIRGINIA ™50

Cammerce and Trade DEPARTMENT OF
Housing aND CommUNTY DEVELOPMENT

March 24, 2017

The Honorable Jackie d. Shornak
Mayor

City ol Hopeweil

300 WNorth Main Street

Hopewell, VA 23860

Tear Mavyor. Shormalk:

As you know, Va. Code § 15.2-2510 requires that the treastrer or other chief finemeial officer of each
locality submit a detailed slatement (e, a Comparative Report transmillal file) showing the amount of
revenues, expenditures, and fund balances ol the locality for the preceding fiscal year, accompanicd by the
locality's audited financial report (ic., CAFR), with the Audilor of Public Accounts (APA) om or before
November 30 of each vear. Avcording to the ATA, your locality has fatled to meel its statutory responsibility
(o the submission ol the 'Y 2015 transmittal file, which was due al ihe end of Novermnber, 20135.

Your delinguency in this regard 1s a matter of serious concenn to the Commission on Local Govermment
(CLG) hecause the information contained in the Comparative Report mmsmittal file to the APA is critical 1o the
work of the CLG. Withoul 1L, we are unable to compute the annual fiscal stress veport on Virginia's coumties and
citics. The annual computaiion of fiscal stress is important (o yoar locality because it is ulilived by various
agencics of (e Commonwealth in the distibulion of fonds to countics and cilies. Stch apencies melude the
Compensation Board, Department of Housing and Comumunily Developmenl, and the Depariment of
Environmental Qualily. As vou may know, fiscal siress measures the sconomic strain ol a loeality's [mancial
resources and is gauged through o summary statislic combining refalive sttcess scores (hat arc based on the
rovenue capacity per capila, revenue effort, and median household income ol Virginia’s 133 countics and cilies.

The Commission on Tocal Covernment respectfully requests that, if you have not already done so, you
submit the information for your locality to the APA no later (han March 31, 2017, or — at {he very least —
apprisc our stall of the status of your efforts to comply with this reporling requirement.

I'hank you ot your prompl allention to this matter. Lior your inlormation, we have enclosed a copy of
the most recent fiscal siress index scores. If you huve any questions, please feel free o contact Al Albor,
Scnior Tublic Uinance Analvst, at (804) 786-6508 or alt.akbord@dhed.virginia, poy or David Conmy, T.ovad
Government Policy Administrator, at (804)371-8010 or david.conmy@dhed. vivainia.gov.
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blarch 24, 2017
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Sincorely,

o —r—— L
@am L__.u,..&—— - —

Thane Tinderman, Chair

Frcloswee

cC! M. Mark A, Haley, City Manager, City of Hopewell
hr. Lance Wolll) Interim Dircctor of Tinance, City of Hopewell
M=, Martha Mavredss, Auditor of Public Accounls
Ma. Robvn M. de Socio, Fxecutive Sceretary of Virginia Compensation Board
. Bill Shelon, Divector of TVHCD
Mr. David K. Paylor, Director of TYRQ)




2014 Fiscal Stre
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55 Scores by Localities

Locakity _ Stress

Accomack County 100,35
Albemarle County 85,92
Alleghany Counly 102,14
Amelia County n9.14
Amherst County 100.50
Appomattox County 10022
Arlinglon County a0.29
Augusta County 97.9%
Bath County 9131
Bodford County 97,42
Bland County 100.79
Sotetourt County w760
Grunswick County 101.22
Buchanan County 104401
Buckingham County 100.40
Campbell County 100,77
Carcline County 0941
Carroll County 102 .48
Charles City County 59.19
Charlotte County 1n01.47
Chasterfield County 07.86
Clarke County a5.15
Craig Counly 49.41
Culpeper County 98.36
Cumberland County 101093
Bckenson County 103,15
Dinwiddie County 100.23
Eezexn Counly Bn.29
Fairfax County 81.92
Fauguier County 9330
Flayd County 99.25
Fluvanna County 4792
Franklin Caunty 08.495
Frederick County 57.91
Giles County 10013
Gloucester Caunty 0E.39
Gioochland County 90.58
Grayson County 101,54
Greanc CouTHy 98.83
Greensville County 104.09
Halifax Counly 100.55
Hanower County 85.38
Henrico Cournty 98.33
Henry County 101.59
Highland County 96.03
Iste of Wight County u7.91
James City County 86.08
King and Cuecn Caunty 99.72
King George County 46.68
King wWilliam County 98.38

Ranls
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132
=13

130

103
57

102
41
21
b4
55
74
31
84
46

10L

122
79
b2
40
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22

129

126
a3
a8
il
94
50
50
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43
g7
20
&1

12}
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38

117

ica

116
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Above Average
Below Average
Above Average
Above Average
Low

Below Average
Low

Gelow Average
Ahove Average
Below Average
Above Average
High
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Ahove Average
Below Averago
&bhove Average
Below Average
Ahave Average
Below Average
Loywy

Below Average
Bolow Average
Abhowe Average
Mbove Average
Ahove Awverape
Below Average
Law

Low

Below Average
Below Average
Below Average
Bolow Average
Above Avetago
Below Avorage
Lo

Above Averago
Galow Average
High

Ahove Average
Law

Below Average
Ahove Average
Low

Below Awverage
Low

Relow Averape
Below Average
Below Average




2014 Fiscal Stre
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ss Scores by Localities

| Locality
Lancaster County
Lee County

Laudoun Counly
Loisa County
Lunenburg County
IMadison County
Mathews County
Mecklenburg County
tiddleses County
mMontgomery County
Melzan County

Mew kont County
Morthampton County

Mattoway County
Orange County

Fage Cournty

Patrick County
Pittsylvania County
Powhatan County
Prince Fdward County
Prince Georgre County
Prince Willlam County
Pulaski County
Rappahannock County
Richraond County
Rnanohke County
Rockbridge County
Rockingham County
Russel! County

Scott County
shenandoah County
Smyth County
Southampten County
Spotsylvanla County
Stafford County

Surry County

Sussex Counly
Tazewell County
Warren County
Washington County
Westmoreland County
Wise County

Wiythe County

York County
Alexandria City
Bristal City

Euena Vista City
Charletiesyille City

. Chesapeake City

mMorthumberland County

i

H

Stress _

95.56
102.44
02 40
B6.24
103.25
97.94
86.35
160.91
89670
141.54
97.25
945,75
59.94
94.73
101.48
ag.22
LO0.ES
101.02
100.37
0&.53
101.81
5871
BE.29
101.85
4391
98.38
99.74
99.87
98.72
1.02.05
102.80
95.35
103.27
100,82
97.12
96.37
83.44
103,32
102.05
98.00
10002
94.19

101.25,

101.02
Q6,65
94.25

105.50

106,54

102.41

100.09

Rank

118

31
128
115

47
97
113
54
107
43
104
106
72
123
45
94
52
51
55
110
42
77
117
a1
125
80
75
73
85
38
30
81
24
R
105
112
120
25
7
95
70
59
47
5l
109
124
11

33
E]

Class

Lowy

Above Average
Lrat

Lo

Ahove Average
Below fverage
Below Average
Above Average
Below Average
Above Average
Below Average
Below Average
Below Average
Low

Ahove Average
Below Average
Ahove Avarage
Ahove Average
Ahove Average
Below Average
Above Average
Below Average
Below Avorage
Ahuve Average
Low

Celow Average
Below Average
Below Average
Below Average
Ahove Average
Above Average
Below Average
Ahove fwverage
Ahave Average
Relow Averago
Below Average
Low

Above Average
fbove Average
Below Average
Above Avrrage
Bulow Average
Ahove Averago
Above Average
Below Average
Low

High

High

Above Average
Ahove fverape




2014 Fiscal Stress Scores by Localities

. lalgEabetie opze)
Locality Stress  Rank  Clss
Calonial Heights City 102.28 35 Abovo Average
Covington City 106.13 ) High
Danville City 104.55 17 High
Einparia City 108.71 1 High
Faltfax City 23.24 127 Low
Falls Church City 29,14 123 Low
Franklin City 105.82 8 High
Frodericksburg City 100,55 5]} Ahove Average
Galax City 106.17 G High
Hampton City 105.00 14 High
Harrlsonburg Cily 104,37 1 High
Hopewell City 105.78 9 High
Lexington City 104.00 22 High
Lynchburg City 106.05 7 High
Manassas City 100.01 71 Abowve Avarage
Manassas Park City 100,95 53 Above Average
Martinsville City 106,44 4 High
Mewpart News City 104.68 16 High
Marfalk City 105.36 13 High
Morten City 104.93 15 Figh
Petersburg City 106.80 3 High
Puguoson Cily 94.35 113 Below Average
Portsimatlith City 105.40 12 High
Radford City 105.77 10 High
Richmand City 103.26 26 Abowve Average
Roanole City 104.23 1% High
Salem City 102,81 25 Above Average
Staunton City 103.42 23 Abowve Average
Suffolls City 100,78 La Above Average
Virginia Beach City vg.46 T8 Below Average
Waynesbaro City 102.82 28 Above Average
Williamshburg City 100,90 5L Above Average
Wwinchester City 102.31 34 Ahbove Average

Rank svores: 1 = Highest Stress, 133 = Lowest Stress



2014 Revenue Capacity per Capita
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Locality ) Revenue Capacity  Rank
Accomack County 51,806.34 FE
Albemarle County 52,687.94 118
Alleghany County £1,415.03% a0
Amelia County 51,630.32 51
Amlerst County $1,471.60 45
! Appomattox County $1,504.61 43
1 Arlington County 54,4090 131
Augusta County 51,764.42 72
Bath County 5533580 133
Bedford County 51,929.01 89 |
8land County 51,6501.43 4R |
Botatourt County $1,91583 B85 5
Brunswick County 51,412.42 39
Buchanan Caunty 51,615.32 &0
Buckingham County S1,560.08 56|
Campbeil County 51,3279.13 32
Caroline Counky 51,638.44 a2
Carroll County 51,373.52 a1
Charles City Covinty 52,612.67 100
Charlotte County 51,410.07 £
Chesterfield County 51,859.28 &1
Clarke County L2,R91.48 115
| Craig County 51,523.40 L3
i Culpeper County 51,356 54 &0
Cumberland County 51,453.50 43
Dckenson County 51,490 118 47
Dinwiddie County 51,520.00 52
Essex County $52,01831 102
Fairfax County 53,29%.90 125
Faugquietr County 52,997.58 121
Fluyd County 51,694.89 65 !
Fluvanna County 41,839.50 78
Franklin Couenty 51,848.60 79
Frederick County 51,967.48 a3
Giles County £1,365.44 ao
Gloueester County 51,904,79 &4
: Goochland County §3,577.28 128
Grayson County 51,485,580 46 !
Greene County £1,675.59 64
Greensville County %1,119.57 7
Halifax County 51,564, 54 5y
Hanower County 52,272.28 110
i Henrico County 52,014.42 101
Henry County 51,8181 11}
Highland County 4320249 124 |
I=le of Wight County $2,011.77 54
James City County 52,R33.52 113
King and Queen Cnunty _ 51,935,009 30




King George (fuunt'l,-'

2014 Revenue Capacity per Capita

Uphabik: Qrder)

Revenue Capacity _

King William County
Lancaster County
Lee County
Loudoun County
Louisa County
Lunenburg County
Madisan County

: Mathews County
: Mecklenburg County

Middlesex Caunty
hMontgomery County
Melson Counky

Blew Kent County
Morthampton Caunty
Morthumberland County
Mottoway County
Orange Colinty

Page County

Patrick County

| Pittsylvania County
i Powhatan County

Prince Edward County
Prince Gearge County
Prince William County
Pulaski County
Rappahannock County
Richmend County
Roanoke County
Rockbridge County

| Rockingham County

Russell County

Seott County
Shenandoah County
Smyth County
Southamptan County
Sputsylvania County
Stafford County
Surry County

Sussex County
Tazewell County
Wiarron County
Washington County
Wastmoroland County
Wise County

Wythe County

York County

{ Alexandria City

Bristol City
Bucng Vista City

$1,954.52
$1,749.98
$3,007.93

$852.01
£2,920.07
$2,628.14
51,193.12
52,170.04
$2,553.56
51,724.60
52,681.61
$1,332.12
$2,73L.07
$2,078.47
$2,238.09
$3,283.25
$1,152.38
51,895.20
£1,505.76
51,400.69
51,282 37
$2,023.09
$1,151.66
§1,498.69
$2,087.42
§1,408.27
$3,334,99
$1,858.36
£1,721.46
51,950.53
51,784.38
51,255.89
51,116.27
51,800.10
$1,105.59
$1,516.79
£2,007.75
51,942.09
53,877.32
51,297.48
51,324.11,
§1,918.67
$1,649.63
51,971.26
$1,291.94
51,562.92
§2,115.91
$3,452.51
$1,451.91

£904,65

Ranle

a7
84
122

120
116
13
105
114
g7
117
26
119
105
111
123
10
B3
50
E13]
21
103
)
35
186
37
126
B2
=13
22

74 i

16
5]
75

51
E1)
21

130 |

22
25
a5
b3
94
3
LE

108 ;

127
43




2014 Revenue Capacity per Capita
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Locality

Charlottesville Ciw
Chesapeale City
Colenial Heights City
Covington City
Lanwilla City
Frporia City
Fairfax City

Falls Church City
Franklin City
Fredericlksburg City
Galax City
Hampton ity
Harrisonburg City
Hopewell City
Lexingion City
Lynchburg City
MManassas City

| Manassas Park City

bartinsville City
Mewport News City
Morfoll City
Morton City
Petersburg City
Poquoson Ciky
Portsmauth City
Radford City
Richrmaond City
Roanoke City
Salem City
Staunton City
Suffollk City
Wirginia Beach City
Wayneshoro City
williamsburg City
Winchester City

$1,979.05
51,770.62
$1,925.29
$1,275.59
$1,231.47
£1,225.24
$3,780.46
$4,444.50
51,336.82
52,299.87
$1,337.08
51,351.14
$1,256.64
$1,184.95
$1,307.66
$1,307.15
51,838.13
$1,546.91
$1,147.59
51,380.76
$1,275.43
$1,535.76G
§1,071.77
52,107.14
51,267.22

$877.04
51,759.14
§1,455.31
$1,757.65
£1,420.10
£1,728.86
51,822.04
51,561.31
52,031.07
£1,988.75

Revenue Capacity

Rank
95
731
bt
19
15
14

129

132
274

112
28
29
17
12
24
23
77
55

33
20
54

107
15

71
44
0
41 ¢
Gd
a7
57
114
86

Rank Scores: L = Highest 5tress, 133 = Lowest 5tress




2014 Revenue Effort
k2K aliz tnlu| .

| Locality Revenue Hfort Rank |
Accomack County 0. 7461 an

i Albematle County 0.7533 B?
Alleghany County I 1.0167 43
Arnelia Counly 046660 112
Amhorst County 0.7274 a9
Appomattox County 0.E942 104
Arlington County 1.0866 40

i Aupusta County 0A071 124
Bath Caunty 0.6163 123 |
Bedford County {1.h202 131
Bland County 07710 a2
Boletourt County 0.65933 107

i Brunswick County 07263 100
Buchanan County : 12506 27
Buckingham County 046578 114
Camphell County 0.7530 20
Caroline County 0.8678 Bl
Carrall County 0.5669 50
Charles City County 0.8024 76§
Charlotte County {.7560 B8
Chesterfield County 08740 57
Clarke County 0.625% 122
Craig County Q5855 1Zb
Culpeper County 0.7914 79 ¢
Curnberiand County 0.9450 52
Dickenson County 1.0350 44
Dinwiddie County 0.8348 68

| Essex County 0.8007 77

| Fairfax County- , 0.9846 49
Faugquier County 0.7603 8BS
Tloyd County N&5746 123
Fluvanna County 0.7323 95

i Franklin County 06420 115
Frederick Caunty p8051 74|
Giles County 0.8336 L]
Gloucester County .7586 8o
Goochland County 05245 132
Grayson County ; 07280 88 ;
Greene County 01,7930 78
Gresnsyille County 1.1310 28
Halifax County Q7002 105
Hanowver County 07289 g7
Flenrico County 0.8522 63
Henry County (1.7337 a4
Highland County 0.5591 129
lsle of wight County 0.8032 75
James City County 0.8702 o8
King and Queen County 0.8136 73
King George County 7616 B4

| King William County 0.7816 ul




2014 Revenue Effort

_ . _lMpthets dnzar) N _
Locality _ | Revenue Effart  Rank
Lancaster County ! 0.5475 130
Lae County 06304 119
Lowdoun County 1.1179 7!
Lowisa County 0.6772 100
Lunenburg County 0G453 116
Madisen Countly 0.6791 108
Mathows County 06371 113
Mecklenburg County ; 0.8180 71
Middlesex County 06015 135 |
Montgomery County 08561 62 |
Melsan County 07117 103
Mew Keni Caunty 0.7470 89
MWorhampten County 0.8445 65
Morthumbertand County L5237 133
Mottoway County ! 06774 110
Orange County £3.7437 a1:
Page County 07640 83§
Patrick County 0.6427 117
Pittsylvania County neze7 121
Powhatan County 073465 93
Prince Edward County 0. 7312 86
Frince George Countly ! 0.8436 51§
Prince Willlarm County 1.0078 46
Pulaski County 0.9988 47
Rappahannock County 0.5798 127
Richmond County 0.eBGs 113
Roanake County 0.5859 48
Rockbridge County : 0.5243 54
fockingham County ' 07185 102 |
Russell County 0.8182 70
Scott Counly {0.8333 55
Shenandoah County 06721 111
Smyth County 1.0108 45
Southampton County ! 0.8478 54
Spotsylvania County | 0.8428 67
Stafford County 0.9563 51

: Surry County 0.8432 6]
Sussex County 1.0817 42
Tazewell County 0.8088 5o
Warren County ; 07215 101
Washington County 07002 104
Wesimoreland County {16285 120
Wise County 7436 o2
Wythe County 08108 72
York Caunty i 0.8003 53
Alexandria ity 1.0864 41 .

D Bristol Cily 14966 13
Buena Vista City 1.6085 4
Charlottosville City 1.331L2 20
Chesapeake City | 11523 35




'Lucaliw' B
Colonial Heights City

2014 Revenue Effort
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Covington City
Danville City
Ermparia City
Fairfax City

Falis Church City
Franklin City
Frederickshurg City
Galax City
Hampton Ciy
Harrisanbure City
Hopewell City
Lexington Cily
Lynchburg City
Manassas City
Manassas Park City
Martinsville City
Mewpart News Cily
Marfollk City
Mearton City
Petersimrg City
Poguoson City
Portsmouth City
Radfard Cily
Richmond City
Roanoke City
Salem City
Staunten City
Suffolk City
Wirginia Beach City
Wayneshoro City
Willlamshure City
Winchester City

3

Revenue Cffart  Rank 1

1.34924 16

1.6382 2

1.2165 29

1.9904 1

1.1655 33

1.1.924 a2

1.5821 7]

1.2125 31

1.5589 g

1.5843 5

1.2747 24

533 i1

1.2655 25

1.6381 3

1.2623 26

1.3265 21

1.4777 i4

1.5547 9

1.5391 11

1.3538 17

i.55958 7

d.8811 =17

1.5484 10

1.3053 22

. 1.3360 19

> 13697 18
i 1.4513 15
1.2208 284

1.1655 33

1.1%36 38

1.2158 20

1.0877 39

12953 23




2014 Median Household Income
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Locality

Accomacl County
Albemarle Caunty
Alleghany County
Amelia County
Amherst County
Aappomattox Countly
Arlington County
Augusta County
Bath County
Bedford County
Bland Caunty
Botetourt Courty
Brunswick County
Ruchanan County
Buckinghum County
Camphell County
Caraline County
Carrall Cullnky
Charles City County
Charlette County
Chestorfield County
Clarke County
Craig County
Culpeper Caounty
Cumberland County
Dickenson County
Cinwiddie County
Essex County
Fairfax County
Fauguier Caunty
Flowd County
Fluvanna County
Franklin County
Frederick County
Giles County
Gloucester Colnty
Goochland County
Grayson County
Greene County
Greensville County
Hatifax County
Hanowvor County
Henrico County
Henry County
Highland County
tsle of Wight County
Jamaes City County
King and Quesn County
King George Counly
King William County

Moedian Household Income  Rank

538,340 29
567,083 110
545,454 Bi
551,738 83
543,998 L4
$44,397 56
5107,143 130
457,808 91,
543,852 53
$55,507 28
542,624 48
563,646 104
$37,344 20
532,083 5
538,731 36
546,663 9
556,039 By
538,474 30
549,768 a0
$36,339 15
572,972 115
570,281 112
§46,551 68
462,394 101,
541,409 43
$32 103 6
552,288 B4
548,277 75
5110,507 131
589,106 12B
543,355 51
564,258 105
$47,409 71
S65,485 108
545,979 i
55,00 a3
586,610 125
531,893 4
$61,762 o3
536,459 17
$39,079 37
581,940 122
562,446 102
534,842 13
538,636 35
564,350 107
475,926 119
546,331 6
576,206 120
564,305 106




2014 Median Household Income

Pl liabicti: Dl

Median Household Income  Rank

Locality B !
Lancaster County 445,827
Lee County 531,424
! Loudoun County 5122,641
Luuksa County SE0,121
Lunenbure County 537,548
Madison County 552,513
WMathews County 553,268
Mecklenburg County 538,500
tiddiesex County 542,021
WMontgumery County 543,484
Nelson County 548,076
Mew Kent County 572406
Morthampton Colinty 536,522
Narthumberland County 5h1,422
Mottoway County 537,996
Orange County 550 282
Page County 544,851
Patrick County 534,285
Pittsylvania County 544,207
Powhatan County 575,539
Prince Edward County 537,543
Prince George County GE1,792
I%ince William County 591,886
Pulaski County S, 186
Rappahannock County 562,800
Richmond County 542,204
Roanoke County af1,035
Rockbridpe County 548,497
Rockingharn County 555,798
Ruszse]l County 537,378
Scott County 836,290
Shenandoah County 545,420
smyth County 537,831
Southampton County 446,521
Spotsylvania County 575,714
Stafford County 452 647
Surry County S48,707
Sussex County 537,748
Tazewell County 438,252
Warren County R0, 714
Washington County $43,353
wWestmoreland County 548,232
Wise County 38,528
Wythe County 541,132
York County 581,169
Alexandria City 486,410
Bristol City 534,093
Buena Vista City 538,231
Charlottesville City 545,890
Chesapcake City 566,625

62
2
132
a5
23
86
22
21
78
52
73
113
19
gz
24
a4
53

127
G5
103
45
100
77
89
21
15
l}
25
67
118
128
TH
24
27
iy
50
74
32
12
121
124
11
28
63
L0




2014 Med|an Household Income

Locality

Calonial Heights City

Covington Cily
Danville City
Emporfa City
Fairfax Cily

Falis Church City
Franllin City
Froderickshurg City
Galax City
Hampton City
Harrisonburg City
Hapewell City
Lexington City
Lynchburg City
hWanassas City
hanassas Park City
tartinsville City
Mewport Mews City
Marfalk City
Marton City
Fetersburg City
Poquoson City
Portsmauth City
Radford Cily
Richmaond City
Roanole City
Salam City
Staunton City
Suffolk City
Wirginia Reach City
Waynesboro City
Williamshurg City

Winchester City

thlohatete: drcer

552,355
535,503
533,646
533,160
594,067
$125,635
538,583
451,195
533,182
$47,615
$38,541
540,122
$40,829
540,065
$72,510
573,005
$25,971
548,440
542,567
531,620
532,749
584,213
543,045
534,257
542,074
540,735
554,195
542,552
$60,735
S67,675
544,843
£46,954

544,537

htedian Household Irl{:{)me Hank

85
ik
10
8
129
133
34
81

¥2
33
39
41
3g
114
116

T
47

123
A5
12
44
40
a7
4]

111
58
70

27

Rank Scores: 1 = Highest Stress, 133 = Lowest Stress




Locality Oversight and Monitoring

«  Locality contracts for audit by April 1 {Code uf Virginia 15.2-2511}) :
+  locality submits audited CAFR, IC and Compliance Report, and Comparative Report ;
Transmittal form by November 30 (Code of Virginia 15.2-2510)

= New reguirement (HB2003) — The locaiity’s November 30 submission must include 3
hotarized statement from the chief elected official and the chief administrative
officer of the iocality that the locality's audited financial report has been presented
to the local governing bady.

+ Mew reguirement (Appropriation Act Chapter 236, Hem 2 £ - CPA Firm avditing
locality must comimuniczie other internal rontral deficiencies or other financial
matters (which are not communicated in the locality’s audit report} in an official,
witttan commimication.

»  CPA firm presents audit to local governing body by December 31 (Cade of Virginia 15.2-2511}

.+ APA publishes Comparative Report of Local Government by January 31 (Code of Virginia 15.2-
2510}

«  New reguirements (Appropriation Act Chapter 836, & 4-8.03 LOCAL GOVERNMENTS) —

«  Auditor of Public Accounts to establish a werk group to develop criteria for

preliminary determination of fiscal distress
«  Plan to use CAFR, Comparative Repart transmittal documents, documants on
tocalitios websites (budget}
s Pianto use informaticn provided by YRS, VRA, VPBA znd other state and
regional authorities concerning later or missad payments.

. Review dats annually, make a preliminary determination of fiscal distress based

upoen the estzhlished criteria
s Notify the local governing body or chief executive officer of prefiminary
determination
«  Perform a review considering the following factors:
+  Budget process
= Deht
= Short ferm borrowing
. Expenses and payables
«  Revenus and receivables
= Staffing
2 Externzivariabies
«  Notify Governor, HAC and SFC chairmen znd goveriing body of specific
issues ar actions that APA believes need 1o be addressed by state
intervention, .
+ DPE re-appropriate up to 5500,000 from unspent funds which may be used far the purpese
of providing technical assistance
o If notification made by APA, Governor consult with HAC and SFC Chairmen
ahout a plan for siate intervention.
»  Specify the purpose of intervention, estimated duration, anticipated
resources (dollars and persannel]

1.5Pagu




Locality Qversight and Monitoring

«  Determine whether staffing from public agencies or private entities or
both
+ Intervention staff provide periodic reports with scope of issues discoverad
and recommendations to remediate such issues, and progress on
recommendations and ather remedigtion efforts.
DG5S devalop a master contract of gualified private sectoy turnaround specialisis with
expertise ini local government intervention

Fstablishment of Generzl Assembly Joint Subcommittee to study {ocal goverament fiscal
stress which shali review: [Appropriation Act, Chapter 836, ltem 1, U.1-4}

{i) the taxing authoritios of lacal governments, ingluding the disparity hetween
city and county tax authority;

{ii} fical responsibilities for service delivery of state-mandaten o high priority
programs,

(1} causes of fiscal siress among local governments,

(v} the current state tax system, inciuding the future of the car tay; and

(v} savings opportunities and potentiat financial incentives and othier
governmental reforms to encourage increased reglonal cooperstion and
consalidation of services.

« 4 meetings in 2047 by November 30, 2017 and 4 meetings in 2018 by November 20,
2018

«  Report to General Assembly and Governor findings and recommendations

2|Page
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MoobDy’s

INVESTORS SERVICE

Rating Action: Moody's Places 11 Local Government Obligors On Review Due to
Insufficient Financial Information

Global Cradit Research - 05 Jul 2017

Mosw Yark, July 5, 2047 - Moady's Investors Sorvice has placed the ratings of 11 local government obligors
an review with direction uncertain, alfecling approxirnately 34957 million of autslanding debt,

RATING RATIONALE

The review is prompted by lhe lack of sufficient, current financiaf infonmation. [f the mfermation is not received
ovar the nexl 30 days, we will take appropriato rating actinon which sould include the withdrawak or lowering of
tha ratihgs.

Windinam {Town ofy, CT

Effinrgham County School Disirict, GA
Rabun County Schonl District, GA
Eridgowatar-Raynham Regisnal School District, MA
Raynham Center Water Diskrict, 344
Sharan {Town of}, MA

WWeast Bridgewatzr {Town of), MA
Chovarly (Glly of), MD

Hopeawell {City of), WA

Manassas Park {City of), VA
Northamipton (County of), NG
METHODOLOGY

Tha principal methedalagy used in this rating was US Laeal Government General Obligalion Debt published in
Deacember 2018, Plaaza ses the Rating Methodologies page on waww.maodys cam far a copy of thiz
methodology.

REGULATORY DISCLOSURES

Faor ratings ssued on a program, sarias or catagonyclass of debt, this announcamaent provides certain
reguUlatory disclosures in relation to each rating of a subsequently issuad band or note of the same serles or
categoryiclass of debl or pursuant to a program for which the ratlngs are derived exclusively from cxisling
ratings in aceardance with Maody's rating practices, Far ratings issued on a suppart provider, this
annauncament provides certain regulatary disclosures in relation B the credit raling action on the support
pravider and in rolation to each particular credit ratiing action for seeurities that derive their cradit ratings from
the support provider's credit rating. For provisional ratings, this announcement providos cartaln regulatary
disclosures in relation to the provisional rating assigned, and in relation to o defnitive rating that may be
assignad subsagquont to the final isstance of the delit, in oach case where the transaction structuro and lemms
hava not changad prior ta the assignmant of the delinilive rating in & manner that weuld have affecled the
rating. Far further information pleaso seoe the ralings tab on the issustiontity page for the respective issuer on
W moodys.com.

Regulatory disclosures conlained n this press releaso apply lo the credit rating and, if applicable, the related
rating oulleok ar rating Teview,

e e



Please see www.moodys.cam far any updatos on changes to the load rating analyst and to the Moody's legal
entity that has issued the rating.

Plaase soe he ratings tab on the issusrfentity page on wiww.maadys.com for additional requiatory disclosures
lor each: credit rating.

Please see www.moodys.cotn for any updatos on changes to the lead raling analyst and to the Maoody's legal
antity that has issued the rating.

Please sao the ratings tab on tha issugrentity page on www.moodys.com for addition:l requlatory disclosures
far wach credit rating.

Susanne Siebel

Lead Analyst

BFE (Saneral Administration
hoody's Investors Servico, lne.
7 World Trade Centar

250 Greenwich Slraeat

Mew York 10007

s

JOURMALISTS; 1 212 553 0376
Client Sarvice: 1 212 553 1653

Thomas Jacobs

Addltianal Contack

Regional PFG Morthasast
JOURNALISTS: 1 212 5583 Q376
Clienl Service: 1 212 355 1643

Releasing Office:

Moody's Investors Service, Inc.
260 Gresnwich Strast

Mew Yori, MY 10007

U354

JOURMALIETS: 1 212 543 0376
Client Sarvica: 1 212 553 1653

Moobpy’s
INVESTORS SERVICE

@ 2017 Moody's Garpoallan, Moody's Invostors Serviee, Inc., Moady's Analytics, Inc. andfor their lieensars and
affiiates {collactively, "MOODY'S™), All rights reserved.

CREDIT RATINGS ISSUED BY MOODDY'S INVESTORS SERVICE, INC. AND ITS RATINGS
AFFILIATES {“MIS") ARE MOCDY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
MOODY'S PUBLICATIONS MAY INCLUDE MQODY'S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED
FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TC: LIQUIDITY RISK, MARKET VALUE RISK, OR
FRICE VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOQDY’S
PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S
PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT
RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC.
CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMEMT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS
ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD
PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS




COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOCDY'S PUBLICATIONS WITH THE
EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE
ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

MOODY'S CREDIT RATINGS AND MOODY'S PUEBLICATICNS ARE NOT INTEMDED FOR LISE BY RETAIL
INVESTORS AND IT WOLALD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO LSE
MOODY'S CREDIT RATINGS OR MOODY'S PUBLICATIONS WHEN MAKING AN INVESTMENT DECGISION.
iF IN BOURT YOU SHOULD CONTAGT YOUR FINANCIAL OR OTHLER PROFESSIONAL AGVISER,

ALL INFORMATION CONTANED HEREIN £S PROTECTED BY LAW, INCLUDING BUT MOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUGCED, REPACKAGEDR, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSECIJENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, I ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT BMOODY'S PRICE WRITTEN CONSENT.

All infarmation contained herein is obtainod by MOODY'S fram saurcas believed by it to be accurate and
refiable. Because of the possibility of human or mechanical error as well as other factors, however, afl
information eontained herein is provided "AS 13" without warranty of any kind, MOODY'S adopts & necessary
moaslUres sa that the informalion it uses in assigning a credit rating is of sufficient guality and fram sources
MOODY'S considars la be refiable including, when appropriate, independent third-perly sources. However,
MOOLY'S is nat an auditar and canhat In every instance Independently varify ar validate information received
in tho rating process ar in preparing the Moedy's publications.

Ta the extant potmitted by law, MOODY'S and its directars, officers, employces, agents, represcntalives,
licensors and suppliers disclalm fiability to any person ar enfity for any Indiract, special, consedqueantial, ar
incldental lasses or damages whatsoaver arising from or in conneclion with the informetion contained horeln ar
the use of or inabllily to use any such infartnation, even i MOODY'S or any ol lls directars, officers, emplayesas,
agents, ropresentatives, liconsors ar suppliers is advlsed in advance of the pozsibility of such lnssas or
damayes, including but not limited to: {a) any loss of present or prospective profits ar (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assignod by
MOODN 3,

Ta the extent permitted by law, MOODY'S and its directars, oflicers, employens, ngants, represantatives,
licensars and suppliers disclaim lubility for any diroct or compensatory losses or damages caused ko any
porson or entity, including but not limited to by any regligence {bot excluding fraud, willful miscanduct or any
olher fype of Kability that, for the avoidarce of doubt, by law cannhot be excludad) on the part of, or any
cantingency within ar beyond tha control of, MOODY'S ar any of its directars, officers, employeos. wgents,
raproscrilalives, licensors or suppliers, adsing from o in connection wilh the information sonlained herain or the
uze of ar inability to use any such informatlon,

NC WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURAGY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS I'OR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OFINICON OR INFORMATION 15 GIVEN OR MADLE BY MOODY'S IN ANY FORM OR MANNER
WHATSOEVER.

Moady's Investors Sorvies, Inc., & whally-owned credit rating sgency subsidiary of Moody's Carporatlen
(BN, harety distloses that most issuers of debt securities fincluding corparate and muanislpal bonds,
debontures, notas and comenercial paper) and preferred stock rated by Maody's Investars Service, Inc. have,
prior tn assignmont of any rating, agrecd o pay to Mooedy's Investars Servica, |ne, for appraisal and rating
satvices randored by it fees ranging from $1,500 to approximately £2 500,000, MCO and MIS alkso maintain
poficies and procedures Yo addrass the indepandence of Mis's ratings and rating procosses, Infanmation
rogarding certain allilatians that may oxist belween directars of MCO and rated cnlilies, and betwean cnlities
who hotd ratings from MIS and have alzo publicly reported to the SEC an gwnership interest in MCO of mora
than 5%, |s pastad annually sl www moodys,gom under the haading "lrvestar Felations — Carporake
Giovernance — Director ahd Shareholder Alliliatian Policy.”

Additional werms for Australia only: Any publication Inte Australia of this document is pursuant Wo the Australian

i
i
:




Financial Sanvicos License of MOADY'S affitiate, Moody's Investors Sarvico Ply Limited ABN 1 003 289
BE7ACSL 3360R8 andfor Moody's Analytics Australiz Pty Led ABM 04 105 136 972 AFS1. 333569 {as
applicahle’, This document |s intended o bo provided only to "wholesale clients™ within the meaning of sactian
761G of the Corparatians Act 2001, By eanlinuing to accoss this document from within Australia, yau repiesent
to MOODY'S thal you are, or aro actessing the document as a reprasontative of, a "wholosude client" and that
naithar you nor the entity you represent will dircetly of indirectly disseminate this docurment or its contenls o
“restal| eliemts” within tho meaning of section 7616 of the Corporations Act 2001, MOODY'S credit rating is an
apinion as to tho cretitworthiness of a debt obligation of the issuer, not on the equity securitics of the issusr or
any form of seeurity that is available to retail investors, It would be rockless and inappropriale far retail invoskors
to use MOODY'S credit ratings or publications when making an investment decision. If In doubt you ghinld
cantact your financiad or olher professional adviser,

Additional lerme for Japan onlys Moady's Japan KK, MIEKRT is 8 whally-orwned crodil rallng agency subsldiary
aof Mandy's Group Japan G.K,, which is wholly-swned by Moody's Overseas Haldings Inc., a wholly-rwhed
aubsidiary of MCO, Maady's SF Japan KK, ("MSFJ"] is a whally-owned cred|L rating agency subsidiany of
MJKK. MSFJ is nat & Nationally Recognized Statistical Rating Organization ("NRSRO™). Therefore, credit
ratings assigned by MSFJ are Non-NRSRC Credit Ratings. Mon-NRSRO Credit Ratings are asgigned by an
endity that is not a NRSRO and, consaguently, the rated obligstion will ot qualify for certain typas of treatment
under U.S, lawz. MJKK and MSFJ are credit rating agshcies registered wilh the Japan Financia! Services
Agency and their registration numbers are F3A Cammissioner [Ratings) Ma. 2 and 3 respactively.

MJKK ar MSFJ [as applicable) heraby diaclose that most lssuers of dabt securities (including corparale and
municipal bants, debentures, nates and commercial paper) and proforred stoek ratad by MJKK or MSFJ (as
applicable) have, prior to asslanment of any raling, agreed ta pay to MK K or MSFJ (A= applicabla) far
appraisal and rating services rendered by it faas ranging frarm JPY 200,000 to approximataly FPY3IR0,000,000,

WJKK and MSFJ atso maintain policies and procedures to addross Japanese regulaiory requirements,




AUDITOR OF PUBRLIC ACCOUNTS
LOCAL GOVERNMENT ANNUAL FINANCIAL REPORTING REQUIREMENTS
AND DISTRIBUTION

Code of Virginia Reporting Reguirements

sactian 15.2-2510 of the Code of Virginia requires local sovernments to submit Comparative Report
Transmittal Forms and their final, audited Annual Financial Reports to the Auditor of Pubic Accounts
no later thon November 30 each year. Accordingly, the Auditor of Public Accounts will list localities
submitting financial reports and transmiltals after this date as delinquent in the Auditor of Public
Accounts’ Comparative Report fuotnates.

The auditor and/or iecality should enly submis the final sudited financial reporis to the Auditor of
Public Accounts to comply with the statutory November 30 deadling, The auditor and/or lecality
should not ernail or send any “draft” version of the financial report to the Auditor of Punlic Accounts.
The Audiior of Public Acnocnts will only accept a final copy of the audited firanciat report.

The Auditor of Public Accounts reguires a written statement from the |ocal government officials
stating the reason for submitting any financial reports and transmittals after the November 30
deadline. Local povernment officials should send thls written statement by November 30 to Martha
S. Mavredes by e-mail at martha.mavredes@apa.virginia.gov or postal mail to:

Martha 5. Mavredes

Auditor of Fublic Accounts

103 Morth 14™ Street, 8 Floor
P.Q. Box 1295

Richmond, VA 23218

The Audlitar of Public Accounts will disclose this information in a letter to the loint Legislative Audii
and Review Commission, and in the Comparative Report te include as part of the transmittal {etter
to the General Assembly.

The auditor of Public Accounts also reserves the right to exclude those localities that do not meel the
Novembrer 30 deadline fram the Comparative Report. We will place an emphasis on the tocality’s
submission by the deadline and highlight a locality’s exclusion from the report.

The Auditor of Public Accounts alsa has the authority to employ a certified public accounting firm
to conduct the audit if we do not receive a locality's financial statement and transmittal forms. The
locality must pay all costs associated with the conduct of the audit, regardless of whether the
locality hired a firm, but failed to have the audit completed.

Submission to the Auditor of Public Accounts

Local governments must submit their final audited Annual Financial Report and any separately issued
component units that issue separate financial statements are also required to submit these reports
to the Auditor of Public Accounts by November 20. Section 30-140 of the Code of Virginia requires
most authorities, boards, and commissions to file an audit report with the Auditor of Public
Accounts within 90 days after the close of their fiscal year end.

Revised fuiy 2017 Pape 1




relatad to other iniernal control daficiencies andfoy fingneial maiters that are not includad in the
intarnai control report but merit the attention _of locality management and the governing body
{raymionly referred to 3% 8 “managenent fetier”] must be made in the form of nificial, written
communigation: this comaiunication cannot be made orally. Tha Auditar of Pubtic Accounls plifrlishes
on the ARS wehsite, slong wilh Lhe lecality’s annual financial repork, any written Management iatters
senarately issued to the locality. Accordingly, the locality and auditor should ensure ihat
sensitive/EOLA exempt information for example FOIA exempt informatien related to ah internal

control weakness in information systems) as been redacted from the written Management fetler

further, in accordance with Segtion 15.2-2510 of the Code of Virginia (amended ouring the 2037

Gereral Assembly_session), the locality's susmission 1o the Suditor of Public Accounts should now
inchide a notarized statement fram the chief ¢lected official and the chiet administralive officer of the
locality srating that the foecality's audited financial yeport has fieen presented to ihe focal governing

body. The local government official must subrnit this notarized statement to the Auditor af Pubtic

Accounts along with the subrission of the final, audited firancial report, gr as soon as the results of
the audil have been presented to the locaj poverning body. The applicable focal government official
musi sumit this notarized statement te the Auditor of Public Accounts; this submission shoukd not

The lacalkity may refer Lo 2 template stplement orovided by the Suditor of Public Accounts g5 &
resnurce o assist in prepsration of this natarized statement. This temprate is located on the Auditor
of Public Account’s websile,

httpsffaeany apa virginia.gov/data/download/Incal povernmeant/guidelinesfiocalily Hotarized

Statament termplate. docy

The Auditor of Public Accounts prefers to only recelve an electronic capy of the lacality’s audited
financial reports. You should email electronic versions of the Annual Financial Report to
localzovernment@apa.virginia. pov; however, the email size must be less than 10MB. For larger files,
youmay be able to compress to a smaller size by zipping or removing the graphic covers. Additinnally,
you may contact the Local Government Manager, Rachel Reamy, 1o inguire about ather available
methods for submitting the required reports {i.e.: file sharing, website links to reports, etc.}, i the
files excood the email TOMB size limit. Otherwise, you may copy files that are larger than 10MB to a
disk and mail te the address helow.

If lacalities sutwnit only printed reparts, they should mail two coplies (o

Auditor of Public Accounts

Altn: Rachel Rearmy, Audit Manager
101 Morth 14" Street, 87 Floor

P.O. Box 1295

Richmond, Wi 23218

Revisaed Juiky 2017 Pape 2




Comparative Hepart transtnitlal preparers should email the transmittal fite and Auditor’s Report an
Aprecd-Upon Procedures to localgovernment@apa.virginia.gov.  For multi-locality transmittal
preparers, only attach one transmit file to each separate e-mail. Please do not mail the printed
transmittal forms; the Auditar of Pubdic Accounts will only accept an electronic Lransmittal form.

Submission to State Agency for State Complignes Reguirements

The Auditor of Public Accounts’ Specifications for Audits of Counties, Cities, and Towns requires
auditors to submit a copy of their audit report to state agencies if the report indicates noncompliance
with state reguirements. Appropriate contact information is available an the Auditor of Public
Accounts’ website at the docurnent, State Agency Contacts. Localities should contact individual state
agencies far their policy on electronically submitted reports.

Stormwater LTIy Reporiing Reguirements

Wiliky Reporting Template.docx
Refer 1o additional information at Chapter 2.4 of the Uniform Financial Reparking Mangal.

Reporting Requirements for Suspected Fraud

If the lacal government discovers circumstances that suggest a reasonable possibility that a
fraudulent transaction has occurred involving funds or property under the control of a local
sovernment constitutional officer, and an officer or employee of the local government may be
involved, the local povernment official must report the circumstance to the Auditer of Fublic
Accounts, the State Inspector General, and the Superintendent of State Police in accordance with
Section 30-133 of the Code of Virginia. The repotting should be made in writing {either via postal
mail or email} and shauld be done when the local gavernment initially determines there may be a
problem. Send all notifications te Martha Mavredes, the Auditor of Public Accounts,
martha.mavredes@apa.virginia.gov.

Revlyed .li.li':,l' 2':'1? P;]HE e



Federal Uniform Guidance Reporting Reguirements

FAC Dato Collection Form and Reporting Packoge

Faderal reporting reguircenents under the Unifarm Guidance {UG), Subpart F-Section 200.512(a)-
{d) requires focal governments (auditees) to submit a data collection form and the repuorting
package to the Federal Audit Clearinghouse (FAC) regarding their audit. The reporting parkage
information submitted to the FAC is available for public inspection; therefore, local governments
and their auditors must ensure that their respective parts of the reporting package do notinclude
protected personally identifiable infarmation,

Informatlon on the data collection form and related instruclions can be obtained from the Federal
Audit Clearinghouse’s web pago at htips.//harvester.census.gov/facweb or by calling {800} 253-
0e9E,

In accordance with the UG, Subpart F-Section 200.512(c), the reporting package submissicn
requirernent incluges the fallowing:

* Financial staternents and schedule of expenditures of Federal awards (refer to UG
§200.510(a)-(b))

«  Summary schedule of prior audit findings {refer to UG 5280.511(b]}, a5 applicable

s Auditar's reporis) [refer to UG §200.515)

+ Corrective action plan {refer to UG §200.514c)}, as applicable

Management Letters

The UG, Subpart F-5ection 200.512{e), requires lecal governments to submit a copy of any auditor
issued managoment letter Uupon request by the pass-through entity or Federal agency.

ther Disclosures

The UG, Subpart B-Section 200.113, requires that local governmenls must disclose, in a timely
manner, in writing to the Federai awarding agency or pass-through entity all viclations of Federal
criminal law invalving fraod, bribery, or gratuity violations potentially affecting the Federal award.
In addition, local governments that have received a Federal award are required to report certain
civil, criminal, or administrative prececdings 1o the System for Award Management (SAM). Failure
tn make reguired disclosures can result in any of the remedies described in UG Subpart $3-Section
200.338, including suspension ar debarment.

Revised luly S037 Papge 4



Other Reporting

Submission to Suraty

Counties and cities must send one copy of their final Annual Financial Report directly Lo the surety.
The surety’s address is:

Marisa Homme Thielen, Director
Aon Surety

1120 20th Street, MW

slite GO0

Washington, DC 20036

Localities should contact the Surety for their policy on electronically submitted reports. Ms.
Thielen's contact information: Phone-202-852-5394; Email- marisa.thislen @aan.com.

State Dishursements Dot

As 3 reminder, the State fully transitioned to the new Cardinal accounting system effective far fiscal
waar 2017, Loculitics should refer to the all-inclusive 2007 Cardinal State Disbursement report to
review transactions included by guarters on individual tabs within the Excel file. Localitics can filler
by their FII*S code and Vendor name data ficlds within the data in order to drill down to their
applicable dishursement transactions. The fiscal year end files are available at the APA Website, Local
Gavernment page at the State Disbursement Reports section.

The Auditer of Public Accounts obtains this data directly from the Commenwealth's general ledger
accounting system.  Any questions regarding payments from specific state agencies should be
addressed to the state agency contact person listed for state disbursements in the State Agency
Contacts file an the Auditor of Public Accounts” wehsite.

Revlserd July 2017 Fapge b




MINUTES
Regular Meeting
Commissien on Local Government
1£:00 a.m., January 10, 2017
Main Street Centre
Conferance Room 101

Members Present Members Absent
Diane M. Linderman, Chair

Kimble Reynolds, Ir., Vice-Chair

Bruce C. Goodsan

Wictoria L. Hull
Staff Present
J, David Conmy, Local Government Policy Administrator
Ali Akbor, Senior Public Finance Analyst
Kristen Dahlman, Sentor Policy Analyst
Lindsay Barker, Program Support Specialist
tall to Order

Commission Chair, Victork L Hull, called the meeting ta arder at 10:00 a.m.

[ Election of Officers for 2017

The floor was opened for nominations for the election of officers for 2007. Mr. Bruce Goodson
nominated Ms. Digne Linderman for Chair, and the Commiszsion unanimously elected Ms. Lindorman as
Chair for 2017, Mr. Goodson alse nominated Mr. Kimhble Reynolds for Vice-Chair, and the Commissian
unanimously elected Mr. Reynalds as Vice-Chair for 2017. Ms. Linderman thanked Ms. Hull for her
leadership over the past year as Chair,

1. Administration

A. Approval of Minutes of the Regular Meeting on September 13, 2016

A& motion was made by Ms, Hull and secanded by Mr. Goodson to approve the minutes; the
motion was enanimously approverd.

5. Public Comment Periad

The Chair opened the floor lo receive comments from the public; no one appeared to testify before
the Commmission for commeant.
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C. Presentatlon of Financial Statement for December 2016

Referencing an internally produced financial statement that encompassed expenditures through the
end of December 2016 {one half of the fiscal yoar], Mr. Conmy stated that the Commission is 3.5% over
budget. Mr. Conmy assured the Commission that this trend will likely even out over the course of the
fiscal year.

D. Policy Administrater’s report

Mr. Conmy shared with the Commissioners that there have been discussions with the Secretary of the
Commonwealth’s office regarding the vacant Commissioner seat. Mr, lohn Stirrup has requested re-
appointment but an appeintment has not yet been made. Mr. Conmy highlighted some of the
Gavernar's budget amendments that included: drawing from the Rainy Bay Fund, across the board
apency cuts, and higher education cuts. As part of the across the board agency cuts; some Department
of Housing and Community Develeprment [DHCD) programs included the Enterprise Zone, Go Virginia,
and Broadband. The Commission on Local Government was not affucted by any budget reductions.

Mr. Conrmy and Rr. Al Akbor have been invalved with intial planning meetings on potential Eegislatiﬁn
for fiscal stress and an early warning fiscal detection system. They have also been invited to testify in
front of the Senate Finance and Heouse Appropriations Commitless, Several staff attended the
Goeverner's Housing Conference in November held in Roancke, Virginia. Ms. Kristen Dahiman presented
to the Virginia Housing Cornmission about cash preffers in December, which is bacoming an annual
nresentation, upon release of the cash proffer report. Additionally, Mr. Conmy was invited to speak at the
Virginia Assocktion of Counties (VACa) County Chair's Forumn in February.

Mr. Conmry roviewed several news articles of interest with tho Commission, including:

+ Potential legislation for Chesapeake charter amendment to allow special
tax districts for schools and to remove 2/3 landowner approval
requiremacrt far special tax district approval

s Adight rail referendum in Virginia Beach that overturned previous efforts to
cartnect Morfolk's Tide System

The Augusta County courthouse referendum, courthouse will remain in
Staunton

*  ABNE local ordinance worl in Blacksburg

s Boundary line adjustment in Elkton for economic develupment project

s Bristol's grant application to assist with road work noeds for The Falls
Projert

»  Potorshurg’s ability 1o get loan approval — will be wsed for operational costs

» |mpacts of the cash proffer legislation in the Richmand ares

* Boundary line adjustment eoccurring in Blacksburg for condominium
development
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1. Upcoming Cammission Review

8. Staff Update

Mr. Conrny stated that on November 30, 2016, the Commission received a submission requesting it to
review ani issue findings on a proposed economic growth sharing agreement between the City of
Covington and Alleghany County. The agreement was negotiated pursuant to the Code of Vieginia §15.2-
1301, As required by 1WACS0-20-382 AND 1VACK0-20-512 of the Virginia Administrative Code, the
submission includedd:

{1} A joint notice by the City of Covington and Alleghany County of a prapased economic gruwth
sharing agreement,

(2} A copy of the proposed agreement, as well as data and exhibits suppoiting the agreement,

(3} Resolutions adopted by the governing hodies of both localities requesting the Commissian
reviow the agreement and stating their intent to adopl the agreement subsequent to the
Commission’s revicw,

{4} Information an the designated contact person for each locality for communication with the
Commission regarding the review of the agreement, and

{5} tndicaticn that copies of the notice, the proposed economic growth sharing agreement, and
an annotated listing of all documents, exhibits, and other materials submitted to the
Commissien in support of the agreement were mailed to each of the local governments
contiguols to or sharing functians, revenus, or tax resources with the City and the County.

Mr. Conmy advised the Commission that they are directed hy law to investigate, analyze, and make
findings of fact as to the probable effact on the people residing in any area of the Commanweslth of any
propased action in that area to enter into economic growth-sharing agreements among localities.
Historically, the Commission has onby reviewed one other case in 2009 that was similar in nature, an
economic prowth sharing agreement between Montgormery Cuunty and the Town of Christianshlerg.

Mr. Conmy presented three options to review the case, Option one would be to review the submission
a5 is, since ng public hearing is required by cade for such growth sharing agreements. Options two and
three outlined a timeline that is followad by all ather cascs reviewed by the Commission, which includes
a site visit, aral presentations, and a public hearing with the report being submittad in either May or
tune, respoctively. My, Conmy introduced the ropresentatives from the City Covington and Alleghany
County and invited them to prasent the case submitted to the Commission for review,

Mr. Mike Lockaby presented a map and described the two localities geography, explaining that there is a
shortape of flat land, approximately 3% of the total land area. Paper, managed forestry, and trucking are
the three main economic sectors with paper being the biggest aconomic driver. Anothear issue is that the
localities lack shovelready sites. Most of the sites are brownfields where the site itself needs to be
remediated before it 1s roady to be developed. Mr. Lockaby cxplained that the proposed agrecmant
would allow both the city and the county to prepare these sites for developmant by applying for a grant
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that would conduct a site study to identify potential sites and have the future revenue split between the
focalities. Mr. Lockaby cited that the memorandum of understanding {MOU} is not legally binding but
mives the option for the two localities to combine resources to develop shovel-ready sites. After the sites
were rehabilitated, performance agreements would be made between local Industrial development
authotities and prospected developers. Mr. Lockaby expressed that since 3 case review process of
individual sites is longthy, the localities want to set up an agreement to make agreements on a case by
case hasis.

Mir. Reynolds questioned if some of the flat Jand fell within the towns of Clifton Forge and Iron Gate and
whether or not they should be included as affected parties in the agreement, Mr. Lockaby explained
that both towns are tentatively in faver and they both have the power to veto any sites located within
their boundaries. kr. Jonathan Lanford, County Administrator for Allephany, added that the towns were
invited to participate but deferred to the county far representation due to budget and staff constraints,
Mr. Reynolds alsc quustioned since the populations were different, would an even split of revenue be
politically feasible. Mr. Lanford explained that this is an optiun to help develop sites with both |ncalities
designating money in their budget for site development and of the total cost, any percent of money that
is given for a spedific site, that percentage of revenue generated will be returned te the respective
[acality.

Ms. Hull asked for an cxample of when the localities have last & development prospect because of the
issues presented. Marla Akridge, Executive Director of the Alleghany Highlands Evonomic Development
Carporation, stated that it occurs frequently because developers are discouraged by the lack of shovel-
ready sites in the area which would increase their cost for relocation.

Both Mr. Bruce Goeodson and Mr. Reynolds expreszed concern over the legality of reviewing the case.
Mr. Canmy stated that staff had sought counsel from the Attorney General’s office and based on what i
outlined in law, the Commission can proceed with the review of the case. After some further discussion
regarding the towns, Wr. Reynolds and Mr. Conmy asked that Mr. Lockaby seek a formal opinion from
the Office of the Attorney General to see whether or not the towns would need to be included in the
agreement for the agreement to be legally valid. Mr. Conmy also stated that the Commission can
proceed with the reviow of the case while the furmal opinien frem the Office of the Attorney General is

processed.

Ms. Linderman questioned why a fail-safe clatise was not included in the MOU. Mr. Lockaby stated that
the MOU does not contain term limits but each performance agreement could have time constraints,
Ir. Lanford added that the idea behind the agreement is that once you've invested money in the site
you woild not want to cap Lhe return by setting a time constraint. Mr. Lockaby alse reiterated that this
agresment was for larger regional scale projects and would not prevent smaller businesses from coming
to either Incality or be held Lo the agreement.
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b, Commission Deliberation and Action

Ms. Hull recommended that the Commission should follow the outline as prescribed in other cases and
conduct a site visit in March to have a report ready before the localities have to adopt a budget for fiscal
year 2012, Mr. Goodson made a mation 1o follow the timmeline of option one of reviewing the case which
would have the Commission submitting guestions to the localities by February 71 Answers from the
localiies submitted by March 7 a repular meeting of the Commission, site visit, and public hearing on
March 13 - 14™ ¢lasing of the recard March 27" and the Commission adopting the report in May. The
maotion was properly seconded and approved.

Iv. Fiscal Stress Report for 2014/2015

Mr. Akbor updated the Commission that three cities stiil have not submitted their Local Government
Comparative Reports to the Auditor of Public Accounts [APA}: Richmond, Hopewell, and Manassas Park.
. Akbor hopes that the information will be submitted in time fur the March Commission meeting.

LA 2017 General Assembly Sesslon
a. Preliminary 5taff Comment

MF. Conmy Presented the timeline for this year's short session. As of the meeting, staff had completed
32 Legislative Action Summaties for bills that had been assighed to DHCD.

. Fscal Impact Analyses

Mr. Akhar stated that this year's fiscal impact analyses are underway and there was an increase in the
number of volunteers, This year there are 38 volunteers with 18 new volunteers. Mr. Akhor attributes
this to removing the policy of just utitizing Incalities and seeking volunteers fram other oreganizations,
such as Planning District Commissions,

c.  Bills of Interest

Ms. Dahlman presenked a handout that included an overview of bills that could be of interast to the
Commission that were prefilled as of last week. This included legislation on issues of pulilic satety,
campensation/benedits, fiscal, land useflocal issues, and FOlASCOA fethics,

V. Governor's Task Foree for Local Government Mandate Review

Mr. Canmy presented to the Commissionars the Interim Report to the Governor submitted by the Task
Foree, which was high level in nature. The Governor's budget amendments essentially lefi localitios
unharmed. The Task Torce will meet again after session but before the reconvencd sessinn.
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Vil. Annexation Study

Mr. Conmay advised that as of now there is a conference call tentatively scheduled in February with the
stakeholders, but could potentizlly be moved due to the Impending case. Mr. Akbor and Mr. Conmy are
working on a database of state mandated services with the data collected from APA. Mr. Akbor added
that this has proven difficult since not zll data [s avallabie for avery locality, especially In instances when
localities share costs, Ms, Linderman advised that if a conference call was not held to at least
communicata with the stakeholders to keep them engaged,

VIIE. Perlpdic Revi Commission on Local G nme epulationsg

tr. Conmy stated that every four years the Commission is required to review the reguiations, Due 1o
the impending case, staff suggested taking up this item at the July meeting, where staff will present a
summary of the regutations, and any changes can be discussed and proposed at that time or later.

IX. Othar

Ms. Linderman asked was there any other business for the Commission to discuss. Ms. Hull suggested
relaying the Importance to the Governor of appointing a Commisslones since a case has been presanted
to the Commission for review,

X. Schadule of Regular Meetings

Ms. Linderman noted that the next meeting would be held on March 14, 2017, with the locatlon to be
determined since it will be held as part of the Cammissions review of the economic growth sharing
agreemeant hetween the City of Cavington and Alieghany County.

X Upcoming Events of interest

Ms. Linderman reviewed upcoming dates and events of interest for the Commission.

XIl. Adlournment

By consensus of the Commission, Ms, Linderman called the mesting adjourned at 12:06 p.m.

~ \&N

Dlane Linderman ), Dhewvid Conmy
Chair Lockl Gavernment PolichA istrator




MINUTES
Regular Meeting
Commission on Local Government
10:00 a.m., May 9, 2017
Virginiz Housing Center
Board Room

Mambets Presant Members Absent
Diane M, Linderman, Chair

Kimble Peynolds, Ir., Vice-Chair

K. Michael Armyx

Bruce €. Goodsan

Yictoria L. Hull
Staff Present
). David Conmy, Local Gavernment Policy Administrator
Ali Akbor, Senior Public Finance Analyst
Kristen Dahlman, Senior Policy Analyst
Lindsay Barker, Program Support Specialist
Call to Order

The Commission on Local Government [CLG) Chair, Ms. Diane M. Linderman, called the regular meeting to
order at 10:04 a.m. Ms. Linderman also took this time to introduce the newest member of the Commission, Mr.
Mike Amyx, who shared additional remarks on his familiarity with the Commission’s work,

1. Administration

A. Approval of Minutes of Oral Presentatigns and Puhblic Hearing on March 13, 2017; and the
Regular Meeting on March 14, 2017

s, Wickie Hull had one correction an page two of the regular meeting minutes to restructure a sentence.
s, Hull then made a motion lo approve the regular minutes with an amendment and to approve the minutes
from the orat presentations and the puhblic hearing in March. The motian was seconded by M. Bruce Gaodsan
to approve the minutes; the motion was unanimously approved.

B. Public Commeni Period

Ms. Linderman opened the floor to receive comments from the publicin attendance. Mr. Erik Johnston,
Chief Depuiy Director of the Virginia Department of Housing and Community Developmeant {DHCD), came to the
meeting to introduce himself to the Commission in his newly appointed role within the agency. Mo additional
comments from the public were received; the public comment pericd was then closed.

]
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. Presentation of Financial Statement for February 2017

Referencing an internally produced financial statement that encompassed cxpenditures through the end
of April 2017, Wy, David Conray stated that the repert represents 75% of FY 2017 and that the Commission is
trending 10% over budget. Mr. Conmy said that based on his discussion with the fiscal office, the Commissian
will end with a balanced budget. There was discussion on particular line items and the Commission requeosted
staff to seek clarification on a few budget items. Ms. Linderman guestioned would there be a new budget for
the upcoming fiscal year. WMr. Conmy responded that since funding levels were not affected, there would not
be a new budget until the next biennium.

D. Policy Administrator's report

Mr. Conmy shared that staff has been attending workgroups with several stakehaolders about early
warning detection of local government fiscal distress. Staff will also be presonting to the Joint Subcommittee en
Lacal Government Fiscat Stress on June 151, Mr. Conmy shared that staff helped facilitate the first GO Virginia
Orientation Conference wilh approximately 300 attendees from across the state, including members of the
Regicnal Councils, economic development professionals, and members of the Legislature. Staff also received
questions from a constituent in refercnce 1o the Charlottesyville-albemarle Revenue Sharing Agreemeant. In regards
to potential cases, staff received a phone call from a county attorney regarding the possibility of using the
voluntary Sattlement Agreement provisions to address a unigue local issue. Such inguiry was for informational
purposes and no case regarding such a topic has yet to be more formally discussed. Mr. Canmy then reviowed
several news articles af interest with the Commission,

. Report en the City of Covington — Alleghany County Voluntary Econgmic Growth-Sharing Azreement

A. Staff Presentation

Staff presented an overview of the report on the City of Covington — Alleghany County Yoluntary Econemic
Growth-Sharing Agreement to the Commission. 1t was included in the report that staff foliowed a review schedulo
to align with other mandatory reviews of cases, as done in the past, even though it was not reguired by statute.
Staff also noted that this review of the case was under the assurption that the agreement complies with all other
statutary standards,

Staff concluded that the Commission is suppartive of the agreement and commencds the localities far
instituting an alternative for revenue sharing. Staff also made a small number of recornmaendations to nclude:
ensuring that base value taxis defined, including a mediation provision, and removing the provision of records to
be sent 1o the Commission.

B. Commission Deliberation and Action

The Commission members had miner gramimatical suggestions but were overall pleased with the outcome
of the report. Ms. Hull made a metion to approve the report with discuzsed changes and Mr. Kimble Reynolds

E
;
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ceconded the rotian. Thera was a 4-0-1 vote to approve the report with Mr. Amyx abstaining, since he was nol
present for the regular and special meetings of the Cammissian, the site visit to the localities, or the public hearing

and oral presentations,

1, Fiscal Stress Report for 201472015

Mr. Ali Akbor updated the Commission that the City of Hopewell was still delinguent in submitting their
financial report to the Auditor of Public Accounts (APA). Based on action token at the last meeting, staff compiled
and sent a letter on March 24% ta the city about the negative impact of their delay in submitting their financia!
statement. After some discussion, Ms. Linderman proposed scheduling a conference call with herself, staff, and
the city to soe when they would be submitting to the APA; the commission mmembers unanimously agreed,

W, 2017 General Assembly Session — Reconvened Session

Mr. Conmy gave an update from the recanvened session of hudget outcomes Lhat affect DHCD programs
and two items of interest to the Commissian, As mentioned previously, the Commission has been included in a
workgroup convened to help develop an early warning detection system for fiscally distressed localities. This
workgroup also includes stakeholders from a variety of state agencies and has Included guests such as
representatives from the PEW Charitable Trusts, who have provided naticnwide reports on state monitoring of
local fiscal stress. Such a system would he organized so that the APA would notify the Governor, House
Appropriations, Senate Finance, and the governing body if fiscal stress was detected in w certain tocality. An
appropriation of $500,008 was made in each fiscal year to assist with technital review aof the tocality’s finances at
its requast. The Joint Subcornmittee on Local Gavernment Fiscal Stress was also formed. Again, as mentioned
previously, the Commission will be presenting at the initial maeting on June 15", The goals and objectives of this
committee is to look at regional cooperation and consulidation of services, causes of fiscal stress among local
governments, state mandates on ocalities, incentives and reforms for regional eooperation, and the differing

taxing authorities of cities and countics.

. 2017 Survey of Cash Proffers — Survey Instrument

A, Freliminary Staff Comment

Ms. Kristen Dahiman presented the survey instrument for the 2017 Cash Proffer Survey. Ms. Rahlman
stated that the survey would be sent out on July 1% and the localities would have until September 30" to respund.
It was stafP's recommendation to send the survey by electronic means only this year, Ms. Dahlman noted that
recent changes to cash proffer legislation have determined certain vategories of proffers are considerad
unfeasonable. Althaugh these categories are still considered unreasonable, Ms, Dahlman proposed keeping the
categorios listed in the survey hecause the current provisions for cash proffers undeor the Cade of Virginia state
that localities have 12 years to start progress on a project from the date that it was collected. M4, Rahiman did
note that anecdotally, many lacalitics have already changed their cash proffer policies to reflect the changes in

legisiation,
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B. Commission Deiiberatioh and Action

Mr. Goodson motioned to approve the survey and the means for the survey to be delivered electronically.
Ms. Hult seconded the motion and it was unanimously approved.

Vi, Feriodic Review: Commission on Local Government Regulations

A Preliminary Staff Commeni

My, Conmy stated thal a periodic review of the regulations are required evary four years, pursuant to
Executive Order 17, and that the last completed review was in 2013, Mr. Conmy gave a brief overview aof the
review process and presented a schedule for the approval process. Mr. Conmy asked that the Commission review
the regulations prior to the July meeting. Once a schedule is approved, staff would create an open comment
petiod in the Virginia Register. These comments would be roviewed, along with any other recomimendations
presented by Commissioner’s and staff at the July meeting. The Commission would then choose to either retain,
amend, ot repeal the regulations,

B. Commission Deliberation and Action

Mr. Goodson made a motion to approve the schedule for the periodic reviaw of the regulations. Ms. Hull
seconded and the motion was unanimoushy approved.

VI, Annexation Study

Ir. Conmy gave an update to the Cammission stating that the next meeting of the Annexation study will
he Wednesday, June 7 at the Virginia Housing Center at 1:00 p.m. This meeting will include a presentation from
Mr. Akbar on his analysis of mandated services to lncalities. Staff will also present an outline of the report to the
stakeholders and work to refine the recommendations. Based on discussion and the newly clected officers, it was
noted that #Mr. Reynolds will replace Ms. Hull as Co- Chair of the study, alongside Ms. Linderman,

Vil Governar's Task Force for Local Government Mandate Review

Mr. Conmy stated that the mest recent report from the Task Force was included in the packet. The
recommendations were very high level and brief. The Task Force is planning to have another meeting in late July
or early August to discuss budget recommendatiens for the Governaor's final budeet.

IX. Commending Resolution for ir. John Stirrup

A. 5taff Fresentation

Baused on the recommendation frem the last meeting reparding Mr. John Stirrup's resufution, Mr. Conmy
presented an amended resolution that also included a listing of cases that Mr. Stirrup presided owver as chairman.
wr. Conmy stated that it would be best to keep the resolutions uniform, but the addition of cases presided over
during a chairman's tenure could be an addition 1o the current template for future resalutions,
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B. Comml eliberation and Action

Wz, Hull moved to adopt the resolutlan as presented snd Mr. Reynolds seconded. The motlon was
unanimously approved.

X, Other

Ms. Linderman asked was there any ather business for the Commission to discuss. There appearad to be
na additional iterns Far consideration,

¥l Schedule of Repular Magtings

is. Linderman nated that the next meeting would be held on July 1%, 2017, in the Board Room at the
Wirginia Housing Center in Glen Allen, Virginia,

XL, Upcoming Events of Interest

Ms. Lindarman reviewed upcoming dates and events of interest for the Commission,

X, Adjoupnment

By consensus of the Commission, Ms. Linderman called the meating adjournad at 11,54 a.m.

Liane Lnderman,
Chair

tal Government Folicytddministrator
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Contacts
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thamasfacabs 212-555-0131

Seaior Vice Presidenr
tharmas jacalsgnoodys.com

Hopewell (City of}, VA

Update - Moody's Confirms Aa3 Underlying and Aa2
Enhanced on Hopewell, VA GQO's

Summary Rating Rationale

Mondy's lswestors Service has confmed the Aad underlyirg vating on tre Cily af Hopewoll,
Yis $57.6 mniflinn in cutstanding GO debt, as welt as the enhanced Aa2 razing with a stable
cutlook on 1he city's Series 2009 A & B bonds. |he city's G0 rating was placed under review
on | chruzry 24, 2017 due to the fack of sulficient fincndial inforrnation for fiscal 2015 The
canfirmatian af the ratings is driven by the receipt of preliminary snaudited fiscal 2015
results, This actinn concdiodes the roview,

The underlying 443 raling reflacts the cily's tnederately sized tax hiase with average waalth
and incomo levels, telanced aperations, and adequate resorye levels.

The Aaz cnhanee:d raiisg reflects The Viggnia Localities Intercesl Program, autharized

Iry appropriating il nevessary futurn paymenls of state aid due the Jucality. Although the
inlercept tekes offect sfer a defauls has ocourred, Moody's beliowes Lhal the program’s sound
mechanics and the ample ieuidity of the commonweatth significer y increase the likelihaod
ol recovery shauld & scheduled debt service paymens be missed, Credil, consi¢eraziens
inclusks availebiliny of fussds, Uiming of state aid payments, state aid end, strength of
notification requirement, and tming between notification and intercept. The dty's current
stale aid allocation is shesse 1.5 times annual debt sendce payments due o all genaral
ohiijzalion debt. Also, the cily wil pay its debt servioe by a paying agent. whe will promptiy
natify Lhe commamwaaith # $here is a default.

Credit Strengths
»  Moderately sized 1ax hase

»  Awerago wealth levels

Credit Chalienges
v Highly concentrated tax base

w  Decreased lavels of financial reserves

»  Delayed reporting of audited financial informaticn




Rating Outlook
Tha Commonesith of Viginia is cureently rated Aga Stable, The slabls outlack on | lopewelis enhanced razings refiecls Lhe szable
outioak assigmesd Lo the Commaonwealth of Virginiz's ganerat obl gation ralzg,

Factors that Couid Lead to an Upgrade

s Tax base expansion and divessilication

»  Significant improvernent of cash and fund balance levels

Factors that Could Lead to a Downgrade

» Furthertax basec deteriaration

»  Diminishing financial reserves and pasition

% Additional debt issuance that hicreases debt burden and debt senvice costs

Key Indicators
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Recent Develeapments

The <ily s currently warking with auditars to complete aid release their fiscal 2015 Comprehensive Annial Francial depart; 4 final
romplzlion date has not yot been established. If Moody's does nat receive the audited 2015 finandials along wilk unaudited #T18

financials by June 30, 2017, the cily will be placed undes review again far lack of sufficient information ta maintain the rating,

Detailed Rating Considerations

Econpmy and Tax Base: Moderately-Sized Tax Base with Average Wealth and Income Levels

Ihe city of Hopewell, locatad 25 miles from Richiond, WA [An? stable] and accessible by Infersizle 255, benefits Eriarm = lavgely

manufacturing arel idustrial econonmy as well ax proxineity to Fort | ee. The 52 billion tax base is [airly stable, grawing on average
o.f D.{':i'}é ower the Ia.<:|. Ewe 'g,"-EErS; howcvcr, it w'.E'i rernain ﬁ.ruLﬂ:nra'al-: t'n 1.he business cycles of lacsl industry given an abowe-average

Z My 2017
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ot enlralicn in Lhe fax base. The top texpayers cosprise approximately 0% of assessed value. While the ily has rmade an offart
tey eliversily s hislorically industrial tax base, articalarty throug the exparsior: of Fori Lee, manufacturing and sleclidty generation
cortinue Lo demingl e the tax base The top four laxkpayers, Honesyeedl Interiatianal Iri¢. (A2 stadle), which oparsies & spin-off facility

cated AdvanSix, Hopeseil Cogeneration {rof raked ], Dominion Yisginia Power (nof raled), and BCA - toha Randolph Medical Ceater
[unrated), collectively comprise 389 of 2034 assessed values, The fifth and stath largest taxpayers, Westaock (Farmerly RockTenn) and
Ashlang Inc. {Farmerly Herenles) cormprised approsimately 6.2% of assessed valucs, with Ashiand having recently finished = 582 million
£X¥Pansiarn.

Unemgloyment lavels, which have exceedad statewide rates for the lesl decade, were 6.8% in Fetiruaty 2000 versus 4% in Ui'rginia and
4.9% irthe Us. Median family incame as of the 2014 American Cotntnunicy Survey was low Al 545,730, represanting 76% and 63% of
the LS and state madians, respectively. Considerable industrial prasence Lrings full value per cepita in an average $85,433

Financial Operations and Reserves: Adeguate Financial Position & Reserve Levels

The city's financial positior, wiie slightly below the median for Az rated cilies i Virginia, has remained adequate and fairly stable
Throngh Miscat 2015, | he Sty experienced a slight operating coficit of $68 thousand in fiscal 2015, causing Lhe avatable gencral

funiel halarnce to decrease to 5308 millien (23.6% of generat fund revenuwes) fram $16.9 million i fiscal 2014, Cily policies require
rrsind shatice of generzl fund balance of at least 30% of revenues. The city's operaling funds inciuce the Scheol Operating N'und, which
doest'l hold ary addiiional fund balznes reserves,

The city had a 547.5 miliion genesal fund operating hudgel in fiscal 2016, and whike madiled financials are not yot availal:le, city
panagemient indicaled an expactad 908,000 operaling dehdt, with a planned drmw-dewn of fund balance, The «ity ncreased its
miage rte to $733 per $1060 of assessed value in fiscal 2016, znd has maintained it 4 tha level ir fiscal 2077, The cily anticipates
a 1% increase in rovennes slongside 2 549 million generst fnd operating budget in Siscal 2057, The city is also planning significant
imvastmors in infraskroe bure ang plans to drow on ghonr $1.52 nillon of reserves,

[IGLIBITY

The geretal iund met cash batance docrrasedd fo §10.4 miilian in 2015 {24.9% of generat fund revenuzs) frare: 8934 million in fiscal
2014, which wiss offsel Sy the Schaai Operating Fusrd's increase innet cash, The Lelal combined net cash bacance was Lo S16.6 million
{2105 oof aperalivg fund revenues).

Debt and Pensicns: Above Average, Manageabte Drebt Burden

poody's cxpees e cily's debt burden to remain shove-average, but manzgeable going forwerd despite additional Lareswing ptans
and Dobow averge atrortization. [he city's averall debl. burdan is 2.56% of full valualion with a payout of 58% al armactized prinzipal
naid within ton years. Additianal near-tormm borrowing plans indade $10 million n fune capital improvement projects and aotertially 2
fire szation project, Tre cily cannot issue additional bonels nail the 2014 audit is fratiad,

PERTISTRUCTURE
All of the cily's debl s fixed rate.

DEBT-RELA| E DEDCRIVATIVES
The cily is not party to anmy interesk sale sweps or gther derfvatyes ateaments.

PENSIOMIRMNDEIPFR

The city participates in the Virginia Retirement Systom (WRS), a multiale-empayer, definedd henefit pensian pian for cizy and scheel
loard amployees, The city canlribiutes 100% of its anmual pessicn cost, which reprasented 321 million, or a moderate 2.7% of
uperzting expanditures, in fscal 2004 The city's adjusted Hree-year average pension lishility, under Moady's micthod oy for
adljusting reported pansisn data is 1197 million o 2 maorderale 1.5 lmes of aperating revenes, Moody's uses tha adjusted nel pensicn
libsility ta improve carmpasalilily of reported pansion lizkilities. The adjustments are nat intande: Lo replace the city's reporisad liability
infzrmation, but to improve corysarability with ozher rted endilies.

The city alse provides Other Post-Frployrrent Benafits [{OPER] to ernpleyees. |he totad annual GPER cost totaled 515 millior, anc the
ey contributes $¢18 thousand ar 493 of the annzal cost in Giveal 20414,

Unandized fiseat 2015 figures an pension and OPLE payments b nol been provided.
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Managemant and Gavernance
‘Ia city aspointed an interim finance directar in December 2314 Lo Tacilitate completion of delayed financial reparting, The: linal
audited fiscal 2015 Comprehensive Aonual FHoancial Report s nol een released.

Virginia Cities have an Instéitutionsl Fsamework score of Aaa, which is high compared =2 zhe nation, InsEutional I'rariowark soares
measure a secter's legal ability to increase revenues and decreass cxpendiliores. The sector bas ane or maore MajoF rRvanC sourees Lhal
are rol subject to any caps, Unpredickabis revense fluctuations tend to be minoy, or under 5% annually, Across the sectas tape: and
frandated costs ase panerally less shan 25% of expenditures. Wirginia is a Right o Work staze, providing snilicant expenditure: culLing
ability, Unpredic:abie expenditere fluctuations Lead ta be minar, under 55 anmusty.

Legat Security
I'he bonds are secured by the cily's Generat Obligation plecdge.

Use of Proceeds
Mat gaplicalie,

Obligor Profile
The City of | lopawell is located in szsi-cantral Wirginia, approxirial ely 23 miles sough of Richrrand. The ity has 2 papulztion of
22,682, Marzfaciiring, electricity generation, and hooith sorvices are key drivers of che losal coonorsy.

Methodology

The principat misthodology used in the undesbing sating was US Local Gavernment: General Obiigation £ebt published in Decemnber
2016, The prineipal methodoiogy used in the snhiznced rating was Swate Aid Intercepl Programs and Tinancings: Pre and l'ost el
published in Xy #7713, Please see the Kating Methadologies page onwwawmaadys.corn lur a cooy of these mcihadologias,
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