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Report of Independent Auditors 

The School Board of 
Prince William County Public Schools 

We have audited the accompanying financial statements of the governmental activities, each 
major fund, and the aggregate remaining fund information of the Prince William County 
Public Schools (PWCPS) as of and for the year ended June 30, 2002, which collectively 
comprise the PWCPS basic financial statements as listed in the table of contents. These 
financial statements are the responsibility of the PWCPS management. 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, the standards applicable to financial audits contained in Goiernment Auditing 
Standards issued by the Comptroller General of the United States, and Specificationsfor Audits 
of Counties, Cities, and Towns (2002 Revision) issued by the Auditor of Public Accounts of 
the Commonwealth of Virginia. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audit provides a reasonable basis 
for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Prince William County Public Schools as of June 
30, 2002, and the respective changes in financial position and cash flows, where applicable, 
thereof and the respective budgetary comparison for the general fund for the year then ended in 
conformity with accounting principles generally accepted in the United States. 

As described in Note 1, PWCPS has implemented a new financial reporting model, as 
required by the provisions of GASB Statement No. 34, Basic Financial Statements- and 
Management's Discussion and Analysis-for State and Local Governments, and related 
statements, as of July 1, 2001. 

Management's discussion and analysis on pages 9 through 20, and the Required Supplementary 
Information on page 48, are not a required part of the basic financial statements but are 
supplementary information required by the Governmental Accounting Standards Board. We 
have applied certain limited procedures, which consisted principally of inquiries of 
management regarding the methods of measurement and presentation of the required 
supplementary information. However, we did not audit the information and express no opinion 
on it. 
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Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Prince William County Public Schools' basic financial statements. 
The introductory section, combining and individual nonmajor fund financial statements, and 
statistical tables are presented for purposes of additional analysis and are not a required part 
of the basic financial statements. The combining and individual nonmajor fund financial 
statements have been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, in our opinion, are fairly stated in all material respects in relation to 
the basic financial statements taken as a whole. The introductory section and statistical tables 
have not been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, accordingly, we express no opinion on them. 

In accordance with Government Auditing Standards, we have also issued our report dated 
October 22, 2002, on our consideration of the Schools' internal control over financial reporting 
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 
grants. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards and should be read in conjunction with this report in considering the results 
of our audit. 

  

October 22, 2002 
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Prince William County Public Schools
Management’s Discussion and Analysis

For the Year Ended June 30, 2002

This section of the Prince William County Public Schools’ (PWCPS) annual financial report presents our
discussion and analysis of the districts financial performance during the fiscal year ended June 30, 2002 (FY
2002).  Please read it in conjunction with the transmittal letter at the front of this report and the school
divisions’ financial statements, which immediately follow this section.

Financial Highlights

• General revenues accounted for $475.9 million or 86% of all revenues.  Program specific revenues in
the form of charges for services, grants, and contributions accounted for $77.4 million or 14% of total
revenues of $553.3 million.

• The school division had $467.3 million in expenses related to governmental activities of which $77.4
million was offset by program specific charges, grants, or contributions.  General revenues, primarily
County and State, were adequate to fund the remaining expenses.

• Net assets increased by $86.1 million to a total of $508.5 million.  The value of net assets reflects the
financial health of the school division and includes certain assets procured with debt.  The school
division is a component unit of, and fiscally dependent on Prince William County.  As such, all debt
related to school division assets is shown on the County’s statement of net assets.

• On September 30, 2001 (FY 2002) student membership was 57,831, an increase of 3,535 students,
or 6.5% greater than the FY 2001 Approved budget.  The student membership was also 896 students
greater than projected for FY 2002.  The additional students, plus changes in the demographic
makeup of the student population, required additional funding of $7.5 million.

• The school division received an additional $9 million in County revenue for PWCPS’ share of FY 2001
revenues that exceeded the original FY 2001 revenue projections.  These funds were used to support
the local cost of the additional students and to fund capital projects.

• Swans Creek and Cedar Point Elementary Schools were opened in September 2001.

Using this Comprehensive Annual Financial Report

The financial section of this annual report consists of four parts: management’s discussion and analysis (this
section), the basic financial statements, required supplementary information, and an optional section that
presents combining statements for nonmajor governmental funds, internal service funds, agency funds; budget
and actual schedules for the nonmajor governmental funds.  The basic financial statements include two kinds
of statements that present different views of the school division.

• The first two statements are division-wide financial statements that provide both short-term and long-
term information about the school division’s overall financial status.

• The remaining statements are fund financial statements that focus on individual parts of the division,
reporting the divisions operations in more detail than the division-wide statements.

• The governmental funds statements tell how basic services such as regular and special education
were financed in the short term as well as what remains for future spending.

• Proprietary funds statements offer short- and long-term financial information about the activities that
the division operates like businesses.

• Fiduciary funds statements provide information about the financial relationships in which the division
acts solely as a trustee or agent.

The basic financial statements also include notes that explain some of the information in the statements and
provide more detailed data.  The statements are followed by a section of supplementary information that
further explains and supports the financial statements.
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Prince William County Public Schools
Management’s Discussion and Analysis

For the Year Ended June 30, 2002

Organization of Prince William County Public Schools Annual Financial Report

Management’s
Discussion

and Analysis

Required
Supplementary

Information

Basic Financial
Statements

Fund
Financial

Statements

Division-wide
Financial

Statements

Notes to the
Financial

Statements

Summary Detail 

Major Features of the Division-Wide and Fund Financial Statements 

Fund Financial Statements 
 Division-wide Statements 

Governmental Funds Proprietary Funds Fiduciary Funds 

Scope 

Entire school division 
(except fiduciary funds) 

The activities of the 
school division that 
are not proprietary 
or fiduciary, such as 
special education 
and building 
maintenance 

Activities the school 
division operates similar to 
private businesses:  self 
insurance and health 
insurance 

Instances in which the 
school division 
administers resources on 
behalf of someone else, 
such as scholarship 
programs and student 
activities monies 

Required 
financial 
statements 

•Statement of net assets 
•Statement of activities 

•Balance sheet 
•Statement of 
revenues, 
expenditures, and 
changes in fund 
balances 

•Statement of fund net 
assets 
•Statement of cash flows 
•Statement of revenues, 
expenditures, and changes 
in fund net assets 
 

•Statement of fiduciary 
net assets 
•Statement of changes in 
fiduciary net assets 

Accounting 
Basis and 
measurement 
focus 

Accrual accounting and 
economic resources 
focus 

Modified accrual 
accounting and 
current financial 
focus 

Accrual accounting and 
economic resources focus 

Accrual accounting and 
economic resources focus 

Type of 
asset/liability 
information 

All assets and liabilities, 
both financial and 
capital, short-term and 
long-term 

Generally assets 
expected to be used 
up and liabilities 
that come due 
during the year or 
soon thereafter; no 
capital assets or 
long-term liabilities 
included 

All assets and liabilities, 
both financial and capital, 
and short-term and long-
term 

All assets and liabilities, 
both short-term and long-
term; funds do not 
currently contain capital 
assets, although they can 

Type of 
inflow/outflow 
information 

All revenues and 
expenses during year, 
regardless of when cash 
is received or paid 

Revenues for which 
cash is received 
during or soon after 
the end of the year; 
expenditures when 
goods or services 
have been received 
and the related 
liability is due and 
payable 

All revenues and expenses 
during the year, regardless 
of when cash is received or 
paid 

All additions and 
deductions during the 
year, regardless of when 
cash is received or paid 
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Prince William County Public Schools
Management’s Discussion and Analysis

For the Year Ended June 30, 2002

Division-wide Statements

The division-wide statements report information about Prince William County Public Schools as a whole using
accounting methods similar to those used in private-sector companies.  While this document contains a
number of funds used by PWCPS to provide programs and activities, the view of PWCPS, as a whole, looks
at all financial transactions and asks the question, “How did we do financially during FY 2002?”  The Statement
of Net Assets and the Statement of Activities answer this question.  These statements report all of the assets
and liabilities using the accrual basis of accounting.  This basis of accounting takes into account all of the
current year’s revenues and expenses regardless of when cash is received or paid.

The two division-wide statements report PWCPS’ net assets and how they have changed.  Net assets – the
difference between PWCPS’ assets and liabilities – are one way to measure the division’s financial health or
position.

• Over time increases or decreases in the division’s net assets are an indicator of whether its financial
position is improving or deteriorating, respectively.

• To assess the overall health of PWCPS, additional non-financial factors may also be relevant, such
as changes in the County tax base, the condition of school buildings and other facilities, required
educational programs, and other factors.

In the Statement of Net Assets and the Statement of Activities, PWCPS reports only activities related to
governmental-type activities, since it has no business-type activities.  PWCPS’ governmental-type activities
include:   regular instruction, special instruction, other instruction, instructional leadership, general
administration, student services, curricular/staff development, pupil transportation, operations, utilities,
maintenance, central business services, supply services, capital projects, reimbursement to the county for
debt service, food service, and community services operations.

Fund Financial Statements

The fund financial statements provide more detailed information about PWCPS’ most significant or “major”
funds.  Funds are accounting devices that PWCPS uses to help keep track of specific sources of funding and
spending for particular purposes.

PWCPS has three types of funds:

• Governmental Funds:  Most of PWCPS’ activities are reported in governmental funds, which focus on
how much money flows into and out of those funds and the balances remaining at year-end available
for spending in future periods.  These funds are reported using an accounting method called modified
accrual accounting, which measures cash and all other financial assets that can be readily converted
to cash.  The governmental fund statements provide a detailed short-term view of PWCPS’ general
government operations and the basic services it provides.  Governmental fund information helps one
determine whether there are more or fewer resources that can be spent in the near future to finance
educational programs.  Because the governmental funds information does not encompass the additional
long-term focus of the division-wide statements, additional information has been added in the form of
reconciliations between the total fund balances of the governmental funds and the total net assets of
the division-wide activities.  An additional reconciliation is added to explain the differences between
the net change in fund balance and the change in net assets of the school division.

• Proprietary Funds:  Proprietary funds are reported on a full accrual and economic resources focus.
PWCPS uses internal service funds (one kind of proprietary fund) to report activities that provide
supplies and services for its other programs and activities.  PWCPS has two internal service funds,
the Self Insurance fund and the Health Insurance fund.
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Prince William County Public Schools
Management’s Discussion and Analysis

For the Year Ended June 30, 2002
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• Fiduciary Funds:  PWCPS is an agent or fiduciary for the Northern Virginia Regional Special Education
Program.  All of the fiduciary activities are reported in a separate statement of fiduciary net assets
and a statement of changes in fiduciary net assets.  These activities are excluded from PWCPS’
division-wide statements because PWCPS cannot use these assets to finance its operation.  The
student activity monies are also accounted for in this fund type, as an agency fund.

Financial Analysis of PWCPS

Net Assets:

The condensed statement of net assets below describes the financial position of PWCPS on June 30, 2002.
The largest portion of PWCPS net assets reflects its investment in capital assets (buildings, land, equipment,
and construction-in-progress).  Capital assets account for 80.0 % of the total net assets and have increased
by $62.8 million since June 30, 2001.  This increase is primarily the result of continued construction necessary
to house the continuing growth in the student population.  These capital assets are not net of related debt
because, as a component unit (school division) in Virginia, PWCPS does not have the authority to issue debt.
All debt is issued by Prince William County and, therefore, shown as a liability on its statement of net assets.
In years where there are substantial additions to capital assets that are funded through the issuance of debt,
the school division will have substantial increases in net assets. A more detailed discussion on debt is
contained in a later section entitled “Outstanding Long-Term Debt”.

The other components of net assets are restricted net assets and unrestricted net assets.  Restricted net
assets represent those resources that have externally imposed constraints on their use.  Restricted net
assets increased by $7 million during the current fiscal year reflecting an increase in PWCPS’ resources
restricted for specific construction projects. Unrestricted net assets are those resources that may be used to
meet the obligations placed on PWCPS by it creditors and to pay for ongoing operations of the school
division.  At the end of the fiscal year unrestricted net assets amounted to $26.2 million.  All three components
of net assets show positive balances.

Condensed Statement of Net Assets
($000s)

Governmental
Activities Percent

2002 2001 Change
Assets

Current and other assets $185,584 $154,865 19.8%
Capital Assets 406,747 343,962 18.3%

Total Assets      592,331 498,827 18.7%
Liabilities

Current Liabilities 65,201 58,128 12.2%
Long-term liabilities 18,638 18,311 1.8%

Total Liabilities 83,839 76,439 9.7%
Net Assets

Invested in capital assets 406,747 343,962 18.3%
Restricted 75,502 68,504 10.2%
Unrestricted 26,243 9,922 164.5%

Total Net Assets $508,492 $422,388 20.4%
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Management’s Discussion and Analysis

For the Year Ended June 30, 2002
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Changes in Net Assets
($000s)

Governmental
Activities Percent

2002 2001 Change
Revenues

Program revenues
Charges for services $19,649 $15,425 27.4%
Operating grants and contributions 56,136 51,065 9.9%
Capital grants and contributions 1,653 1,613 2.5%

General revenues
Federal 1,043 922 13.1%
State aid 166,653 159,418 4.5%
County 302,203 278,184 8.6%

Unrestricted investment earnings 3,076 5,417 -43.2%
Other 2,958 2,895 2.2%

    Total Revenues 553,371 514,939 7.5%

Expenses
Instruction

Regular 222,940 211,359 5.5%
Special 51,884 46,851 10.7%
Other 5,945 5,217 14.0%
Instructional leadership 30,166 28,266 6.7%
Total Instruction           310,935 291,693 6.6%

Support Services
General administration 3,290 3,143 4.7%
Student services 4,876 3,697 31.9%
Curricular/Staff development 8,735 8,298 5.3%
Pupil transportation 26,796 20,529 30.5%
Operations 14,705 13,091 12.3%
Utilities 11,865 13,071 -9.2%
Maintenance 11,960 12,463 -4.0%
Central business services 25,189 19,029 32.4%
Supply services 3,249 3,249 0.0%
Reimbursement to County for debt service 28,462 26,570 7.1%
Food service 16,813 15,180 10.8%
Community service operations 392 385 1.8%
    Total Support Services 156,332 138,705 12.7%
    Total Expenses          467,267 430,398 8.6%

Change in net assets 86,104 84,541 1.8%
.
Net assets, beginning of year 422,388 337,847 25.0%
Net assets, end of year $508,492 $422,388 20.4%
.

Changes in net assets:

Total revenues increased by $38.4 million for a 7.5% increase over FY 2001.  This is primarily the result of
increased revenue from the County that amounts to $24 million or an 8.6% increase over fiscal year 2001.
Sales tax and other state aid increased by 1.7% and 9.6% respectively for a total increase in state aid of
4.5%.  Federal revenues increased over fiscal year 2001 by a total of $121 thousand or 13.1%.
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The total cost of all programs increased by 8.6% to $467.3 million in FY 2002, primarily driven by the continued
growth in enrollment.  Instruction of and caring for the needs of students (instruction, transportation, student
services, and food service) made up 77% of the total costs of the division in FY 2002.  The division’s business
and administrative activities accounted for 8.7% of total costs while operations and maintenance amounted to
8.3 % of total costs.  Reimbursements to the County for debt service totaled 6% of fiscal year 2002 costs.

For the fiscal year ended 2002, revenues exceeded expenses by a total of $86.1 million.  A substantial portion
of this excess is the recognition of revenues associated with capital outlay related to PWCPS’ continued
expansion of facilities.

Note: Total
Program
Revenues
reflect
revenue
from
County,
State,
Federal and
Other
sources
that are
dedicated
to specific
programs or
expense
areas.

Expenses
are
summarized
for display
purposes.
Each
section may
include one
or more
specific
program
area.

Revenues for Fiscal Year 2002

State
30.1%

County
54.6%

M isce llaneous
0.5%

Investment 
Earnings

0.6%

Federal
0.2%

Total Program 
Revenues

14.0%

Expenses for Fiscal Year 2002

Busine ss 
Serv ices

8.7%

Transportation / 
Food Serv ice  / 
Other Support

10.4%

Instruction
66.5%

Operations and 
M aintenance

8.3%
Debt Serv ice

6.1%



Prince William County Public Schools
Management’s Discussion and Analysis

For the Year Ended June 30, 2002

Governmental Activities

The two primary sources of revenue for the school division are from Prince William County and the Commonwealth
(State) of Virginia.  Funding from the County is provided through a revenue sharing agreement whereby the
school division receives 56.75% of general County revenue.  The budget is developed based upon projected
revenue for that year.  In the following fiscal year; revenues are adjusted to reflect the difference between
projected and actual revenues (plus or minus).  FY 2002 County funding was increased by $9 million due to
additional recognized revenues from FY 2001.

State funding is provided through a formula that calculates the State share of the cost of education, as
determined in the Standards of Quality, including basic aid, categorical areas, and sales tax.  During FY 2002,
State funding for basic and categorical aid increased by $5.4 million to fund the State’s share of the additional
888 students.  These funds were offset by a decrease in funding of $2.4 million in sales tax revenues due to the
downturn in the State’s economy.   The resulting shortfall was offset using a portion of the additional $9 million
in County revenues.

The FY 2002 expense budget was adjusted to fund schools and central departments for the costs of the
additional student enrollment.  The following table shows, for government-type activities, the total cost of
services and the net cost of services.  The net cost of services reflects the support to be provided by tax
revenue, state aid, and federal aid not restricted to specific programs.

Net Cost of Governmental Activities
($000s)

Total Cost of Net Cost of
Services Percentage Services Percentage

2002 2001 Change 2002 2001 Change
Instruction

Regular $222,940 $211,359 5.5% $200,312 $191,481 4.6%
Special 51,884 46,851 10.7% 27,203 25,320 7.4%
Other 5,945 5,217 14.0% 2,425 1,235 96.4%
Instructional leadership 30,166 28,266 6.7% 30,166 28,266 6.7%

Total Instruction             310,935 291,693 6.6% 260,106 246,302 5.6%
Support Services

General administration 3,290 3,143 4.7% 3,290 3,143 4.7%
Student services 4,876 3,697 31.9% 4,814 3,638 32.3%
Curricular/Staff development 8,735 8,298 5.3% 7,877 7,475 5.4%
Pupil transportation 26,796 20,529 30.5% 26,673 20,420 30.6%
Operations 14,705 13,091 12.3% 14,648 13,036 12.4%
Utilities 11,865 13,071 -9.2% 11,865 13,071 -9.2%
Maintenance 11,960 12,463 -4.0% 10,937 11,464 -4.6%
Central business services 25,189 19,029 32.4% 21,855 17,449 25.3%
Supply services 3,249 3,249 0.0% 7 150 -95.3%
Reimbursement to County for debt service 28,462 26,570 7.1% 28,462 26,570 7.1%
Food service 16,813 15,180 10.8% (663) (362) -83.1%
Community service operations 392 385 1.8% (42) (61) 31.1%

Total Support Services   156,332 138,705 12.7% 129,723 115,993 11.8%
Total Expenses           $467,267 $430,398 8.6% $389,829 $362,295 7.6%
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Significant changes in governmental activities include:

• The cost of all governmental activities was $467.3 million.
• The net cost of governmental activities was $389.8 million.
• The amount the citizens of Prince William County paid for these activities through County taxes

was $233 Million.
• The Commonwealth of Virginia contributed general revenue of $166.7 million.
• Some of the other costs were paid for by:

o Users who benefited from the programs - $19.6 million,
o Total Grants and Contributions $57.8 million,
o Other payments - $7.1 million.

• There are several significant activity changes in the net cost of services:
o Other Instruction realized increased costs for summer school, alternative education,

and remedial programs. Summer school also continues to experience cost increases,
as a result of greater student participation in the program,

o Student services costs increased with the implementation of the first year of a five year
plan to provide a nurse in every school.  The FY 2002 budget funded an initial 20
nurses,

o Pupil transportation costs increased due to salary and benefit changes designed to
help recruit and retain bus drivers, the cost for additional and replacement buses, and
additional funding for transportation related to specialty schools,

o The cost of Utilities decreased due to the reduction in natural gas prices from the
record pricing levels experienced in FY 2001,

o Central business services increased as a result of the posting of expenses associated
with the three year technology refresh program for selected computers and servers,

o Food services net cost decreased due to increased program revenue from a five cent
increase in lunch prices.

Financial Analysis of the Division’s Funds

Information about PWCPS’ major funds begins on Page 25.  These funds are accounted for using the
modified accrual basis of accounting.  All governmental funds had total revenues of $550.6 million and
expenditures of $534.3 million.  The net change in fund balance was most significant in the general fund
amounting to a $9.1 million increase. The increase is a direct result of management efforts to increase
fund balance for use in future years, primarily $7 million for FY 2003.  Additionally, final sales tax
revenues increased by $557 thousand instead of an anticipated shortfall of $100 thousand.  The
Construction fund had an increase in fund balance of $6.5 million for use in funding projects in the
Capital Improvements Program.  There was an increase in other funds of $704 thousand of which $573
thousand is attributable to a rate increase in the Food Service fund.
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General Fund Budgetary Highlights

The PWCPS’ budget is prepared in accordance with Virginia School Laws.  The most significant budgeted
fund is the General Fund.  During the course of FY 2002, PWCPS amended its general fund budget as
follows:

• Amended appropriation of $12.3 million to reflect the carryover of encumbrances from FY 2001 to
FY 2002.

• Supplemental appropriation of $9 million for PWCPS’ share of FY 2001 revenues that exceeded the
original FY 2001 revenue projections.  Based upon the revenue sharing agreement with the County,
PWCPS develops the Approved budget based upon projected revenues.  After the final close of the
fiscal year, the County determines the actual revenues for the year (FY 2001).  In the following fiscal
year (FY 2002) an appropriation adjustment is made (plus or minus) to the school division budget to
reflect the difference between the actual and projected revenues.  The supplemental appropriation is
net of other adjustments including contribution to the County fund balance.

• Supplemental appropriations totaling $5.4 million for increases in federal, state, and local grants and
for additional state aid due to a higher student population than originally projected in the budget.

Although the division’s final budget for the general fund anticipated that revenues and expenses would be
roughly equal, the actual results for the year show a savings of $9.1 million.  The $9.1 million reflects an effort
by management to utilize increases in revenue and savings in expense to increase fund balance.  The increased
fund balance will be utilized to support future budgets in the five-year budget plan, primarily $7 million in FY
2003.

Capital Assets

At the end of FY 2002, PWCPS had $406.7 million invested in furniture and equipment, land, buildings, and
construction in progress in governmental-type activities.  The following table displays FY 2002 balances, net
of accumulated depreciation.  Please refer to the note 3 on page 41 for more detailed information about capital
assets.

Capital Assets
(Net of Accumulated Depreciation)

($000s)

Governmental Total
Activities Percentage

2002 2001 Change

Land $22,771 $18,104 25.8%
Construction in progress 36,266 26,475 37.0%
Depreciable capital assets 347,710 299,383 16.1%

Total $406,747 $343,962 18.3%
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Major capital asset additions for FY 2002 included:

• Completion of construction and opening of Cedar Point Elementary School.
• Completion of construction and opening of Swans Creek Elementary School.
• Construction commenced/continued on the following schools:

o Bull Run Middle School in the Catharpin area,
o A replacement for Marsteller Middle School in the Braemar subdivision,
o An elementary school in the Ashland sub division,

• Additions were made to the following schools:
o Sinclair Elementary School,
o Godwin Middle School.

• Major renovations were accomplished at the following schools:
o Featherstone Elementary,
o Kilby Elementary School,
o Stonewall Middle school.

• Roof replacement at Nokesville Elementary School.
• Replacement of HVAC systems at Pattie and Sudley Elementary Schools.
• Purchase of 90 school buses (50 replacement, 40 additional).
• Replacement of 44 trucks and other vehicles.
• Replacement of designated computers identified within the school division three year technology

refresh plan.

The following major capital projects are included in PWCPS’ FY 2003 capital budget:

• Construction of the ninth and tenth high schools.
• Construction of J. W. Alvey Elementary School.
• Building additions to:

o Mountainview Elementary School,
o Occoquan Elementary School.

• Mechanical system replacements at seven schools.
• Purchase of 151 school buses (106 replacement, 45 additional).
• Replacement of 15 trucks and other vehicles.
• Replacement of designated computers identified within the school division three year technology

refresh plan.

Funding for the FY 2003 capital projects includes $20 million in appropriated funds and $55 million to be
financed by Prince William County through the sale of General Obligations bonds to the Virginia Public
School Authority (VPSA).

As of June 30, 2002, PWCPS has contractual commitments in excess of $105 million for projects to be
continued or completed during FY 2003.
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Outstanding Long-Term Debt

School divisions in the Commonwealth of Virginia are fiscally dependent, in that they do not having
taxing authority and rely upon appropriations from the County/City.   Only government entities with
taxing authority are legally permitted to incur long term debt, therefore all debt required for capital
projects for the school division is incurred by the County.  As a result, the Prince William County
government retains the liability for the portion of general obligation bonds issued to fund capital projects
for PWCPS.

The County Government appropriates funds to PWCPS for the education of the students of Prince
William County.  The School Board, in its annual budget process and in consultation with the County,
determines the amount of these funds to support the financing of capital projects for the school division.
The School Board budgeted funds are used by the County to offset the debt service cost that the County
incurs on the schools’ behalf.

The following information is provided to acknowledge the portion of long-term debt that is incurred by the
County at the request of the School Board and funded by the school division.  At year-end, the County
is liable for $312 million in general obligation bonds and other long-term debt outstanding to support
school capital projects.  During FY 2002, outstanding long-term debt increased by a net $46.8 million.
Consisting of:

• $15.8 million in debt principal retired during the fiscal year
• $62.6 million in new debt issued during FY 2002:

o $10 million in sale of general obligation bonds of the County,
o $52.6 million in sale of general obligation bonds to the Virginia Public School Authority

(VPSA),
o In addition, a bond premium of $2.2 million was realized on the sale of the VPSA bonds.

The original amount requested for the bond sale was $54.8 million.  The $52.6 million in
bonds sold plus the $2.2 million premium received on the sale will meet the funding
requirement for the applicable construction projects in the CIP.

The FY 2003 Approved School Board budget provides funding of $33.4 million to support the payment of
debt service by the County.  The budgeted debt service payments support the sale of $54.8 million in
new bonds to support school capital projects, as detailed in the FY2003 – 2007 Capital Improvements
Program.

Outstanding Long-Term Debt
(Incurred by Prince William County on behalf of PWCPS)

($000s)

Total Total
School Division Percentage

2002 2001 Change

General Obligation Bonds* $305,091 $257,943 18.3%
Literary Loans 6,092 6,451 -5.6%

Total $311,183 $264,394 17.7%

*Includes G.O. Bonds sold directly by County and through the Virginia Public School Authority
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Factors influencing future budgets:

The FY 2003 budget provides funding for the following significant costs:
• A step increase, step adjustment, and pay adjustment averaging 7.1%.
• A 2% cost-of-living adjustment in supplies and materials accounts.
• Funding for current programs to support an increase of 2,185 students.
• Funding to support the capital projects included in the FY 2003 – 2007 CIP.

At the time these financial statements were prepared and audited, the school division was aware of the
following existing circumstances that could significantly affect its financial health in the future:

• Student membership on September 30, 2002 was 60,234.  This represents an increase of 2,411
students for a growth rate in excess of 4%.  The student membership was 226 students above the
60,008 projected in the FY 2003 Approved Budget.  The rate of student growth continues to place
fiscal demands upon the school division requiring additional staff, buses, and classroom space.

• Not only is the student population continuing to grow, but the demographics of the student population
are changing, as well.  The number of English Speakers of other Languages students grew 30.8%
instead of the 15.2% projected; students qualifying for free and/or reduced lunch increased by 14.8%
compared to the projected increase of 3.7%; the number of special education students requiring
resource programs were projected to increase by 4.2%, but actually increased by 7.3%; and the
number of students qualifying for special education self contained services grew by 9.1% while the
projected increase was 4.2%.  The change in demographics increases the number of students requiring
additional educational services, which in turn increases school division expenses to meet those
needs.  The FY 2003 additional cost for the increased number of students and for the demographic
changes is $4.8 million.

• The Commonwealth of Virginia has initiated budget reductions for state agencies in FY 2003.  Unless
revenue projections worsen during the remainder of the year, the Commonwealth does not intend to
reduce funding for K-12 education.  The Governor has warned that additional reductions will be necessary
and that K-12 education funding will likely reduced in the Fiscal Year 2004 budget.

• County FY 2002 revenues exceeded the projections; the school division anticipates receiving an
additional $9.2 million in December 2002.  These funds will be utilized to offset the increased student
costs identified above.

• The former Marsteller Middle School, located on Rt. 234 within the City of Manassas was sold for $9
million.  (A new middle school opened in September 2002 in the Braemar subdivision and has assumed
the same name.)

• The school division continues to receive information and assess the potential impact and associated
costs of the federal No Child Left Behind legislation.  The legislation will likely result in increased
costs for remediation of under-performing students, and for improved information/data processing
systems to meet additional federal requirements for student assessment and reporting.

• The rate holiday for Group Life Insurance expires after the FY 2004 budget.

Contacting the Prince William County Public Schools’ (PWCPS) Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, parents, students, and creditors
with a general overview of PWCPS’ finances and to show PWCPS’ accountability for the money it receives.
If you have questions about this report or need additional financial information contact the Finance Office at
Prince William County Public Schools, P.O. Box 389, Manassas, Virginia 20108, (703) 791-8753 or online at
www.pwcs.edu.
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Prince William County Public Schools Exhibit 1
Statement of Net Assets
June 30, 2002
(amounts expressed in thousands)

Governmental 
Activities

ASSETS
Cash and pooled investments 91,876$            
Accounts receivable and other current assets 2,608                
Due from other governmental units 13,624              
Inventory 1,974                
Restricted cash 75,502              
Capital assets:

Land 22,771              
Construction in progress 36,266              
Depreciable capital assets 494,144            
Less: accumulated depreciation (146,434)           

Total assets 592,331            

LIABILITIES
Accounts payable and accrued liabilities 20,172              
Salaries payable and withholdings 43,091              
Due to other governmental units 1,013                
Deferred revenue 925                   
Long-term liabilities:

Due within one year 6,849                
Due in more than one year 11,789              

Total liabilities 83,839              

NET ASSETS
Invested in capital assets 406,747            
Restricted for:
   Capital projects 75,502              
Unrestricted 26,243              

Total net assets 508,492$          

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 2
Statement of Activities
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Functions/Programs                                     Expenses Charges for 
Services

Operating 
Grants and 

Contributions

Capital Grants 
and 

Contributions

Governmental activities
Instruction:

Regular 222,940$       1,529              21,054                45                     (200,312)                  
Special 51,884           74                   24,607                -                   (27,203)                    
Other 5,945             1,115              2,405                  -                   (2,425)                      
Instructional leadership 30,166           -                  -                      -                   (30,166)                    

Total instruction 310,935         2,718              48,066                45                     (260,106)                  

Support services:
General administration 3,290             -                  -                      -                   (3,290)                      
Student services 4,876             -                  62                       -                   (4,814)                      
Curricular/staff development 8,735             7                     851                     -                   (7,877)                      
Pupil transportation 26,796           123                 -                      -                   (26,673)                    
Operations 14,705           57                   -                      -                   (14,648)                    
Utilities 11,865           -                  -                      -                   (11,865)                    
Maintenance 11,960           -                  1,023                  -                   (10,937)                    
Central business services 25,189           1,726              -                      1,608                (21,855)                    
Supply services 3,249             3,242              -                      -                   (7)                             
Reimbursement to County for debt service 28,462           -                  -                      -                   (28,462)                    
Food service 16,813           11,342            6,134                  -                   663                          
Community service operations 392                434                 -                      -                   42                            

Total support services 156,332         16,931            8,070                  1,608                (129,723)                  
Total governmental activities 467,267$       19,649            56,136                1,653                (389,829)                  

General Revenues:
Federal, State, and Local Revenues

 Federal 1,043                       
 State 166,653                   
 County 302,203                   

Unrestricted investment earnings 3,076                       
Miscellaneous revenues 2,958                       

Total General Revenues 475,933                   

Change in net assets 86,104                     

Net assets, beginning of year 422,388                   
Net assets, end of year 508,492$                 

Program Revenues Net (Expense) 
Revenue and 
Change in Net 

Assets

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 3
Balance Sheet
Governmental Funds
June 30, 2002
(amounts expressed in thousands)

General    
Fund 

Construction 
Fund

Other 
Governmental 

Funds

Total 
Governmental 

Funds
ASSETS
   Cash and pooled investments 63,610$           8,671               3,660               75,941             

Restricted cash -                       75,502             -                       75,502             
   Accounts receivable 242                  15                    47                    304                  
   Due from other governmental units 12,715             -                       909                  13,624             
   Inventory 466                  -                       1,508               1,974               
     Total assets 77,033$           84,188             6,124               167,345           

LIABILITIES and FUND BALANCES
Liabilities:
   Accounts payable and accrued liabilities 5,588$             8,193               1,135               14,916             
   Salaries payable and withholdings 42,791             13                    279                  43,083             
   Due to other governmental units -                   1,013               -                       1,013               
   Deferred revenue 694                  -                       231                  925                  
     Total liabilities 49,073             9,219               1,645               59,937             

Fund balances:
Reserved for:
   Inventory 466                  -                   1,508               1,974               
   Encumbrances 16,786             104,637           899                  122,322           
Unreserved:

Designated for future years 6,959               -                   781                  7,740               
   Undesignated reported in general fund 3,749               -                   -                   3,749               
   Undesignated reported in capital projects fund -                   (29,668)            -                   (29,668)            
   Undesignated reported in special revenue funds -                   -                   1,291               1,291               
     Total fund balances 27,960             74,969             4,479               107,408           
     Total liabilities and fund balances 77,033$           84,188             6,124               167,345           

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 4
Reconciliation of Balance Sheet of Governmental Funds
to the Statement of Net Assets
June 30, 2002
(amounts expressed in thousands)

Total fund balances -- governmental funds 107,408$           

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

Capital assets used in governmental activities are not financial 
resources and therefore are not reported in the fund statements

Land 22,771              
Construction in progress 36,266              
Library books 2,633                
Buildings, improvements 450,296            
Equipment 5,992                
Vehicles 35,223              
Total capital assets 553,181            
Accumulated depreciation (146,434)           406,747             

Long-term liabilities- Compensated Absences, 
are not reported in the fund statements (18,638)             

Net Assets of internal service funds 12,975              

Total net assets - governmental activities 508,492$           

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 5
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2002
(amounts expressed in thousands)

General Fund Construction 
Fund

 Other 
Governmental 

Funds 

 Total 
Governmental 

Funds 
REVENUES
Use of money and property:

Use of money - interest 1,173$             1,744               159                    3,076                  
Use of property -                   -                   451                    451                    

Charges for services 3,132               35                    14,571                17,738                
Intergovernmental revenue:

Federal 14,273             -                   5,816                  20,089                
State 204,967           -                   274                    205,241              
County 233,020           69,183             -                     302,203              

Miscellaneous revenue 1,790               -                   -                     1,790                  
Total revenues 458,355           70,962             21,271                550,588              

EXPENDITURES
Current:

Regular instruction 215,203           -                   -                     215,203              
Special instruction 51,935             -                   -                     51,935                
Other instruction 5,981               -                   -                     5,981                  
Instructional leadership 30,270             -                   -                     30,270                
General administration 3,243               -                   -                     3,243                  
Student services 4,884               -                   -                     4,884                  
Curricular/staff development 8,761               -                   -                     8,761                  
Pupil transportation 31,650             -                   -                     31,650                
Operations 14,750             -                   -                     14,750                
Utilities 11,865             -                   -                     11,865                
Maintenance 11,940             -                   -                     11,940                
Central business services 25,250             -                   -                     25,250                
Supply services -                   -                   3,249                  3,249                  
Community service operations -                   -                   393                    393                    
Food services -                   -                   16,925                16,925                
Reimbursement to the County for debt service 26,114             2,348               -                     28,462                

Capital outlay -                   69,544             -                     69,544                
Total expenditures 441,846           71,892             20,567                534,305              

Excess (deficiency) of revenues over (under) expenditures 16,509             (930)                 704                    16,283                

OTHER FINANCING SOURCES (USES)
TRANSFERS IN:
   General fund -                   8,395               -                     8,395                  
   Construction fund 1,000               -                   -                     1,000                  
TRANSFERS OUT:
   Construction fund (8,395)              -                   -                     (8,395)                
   General fund -                   (1,000)              -                     (1,000)                
        Total other financing sources (uses) (7,395)              7,395               -                     -                     

Net change in fund balances 9,114               6,465               704                    16,283                

FUND BALANCES, beginning of year 18,846             68,504             3,775                  91,125                

FUND BALANCES, end of year 27,960$           74,969             4,479                  107,408              

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 6
Reconciliation of the Statement of Revenues, Expenditures,  
and Changes in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Total net change in fund balances - total governmental funds 16,283$   

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

Capital outlays are reported in governmental funds as expenditures.  However in the Statement of
Activities, the cost of those assets is allocated over their estimated useful lives as depreciation
expense.  This is the amount by which capital outlays exceeds depreciation in the period:

Capital Outlays 77,358     
Depreciation expense (11,644)    65,714     

Some expenses reported in the statement of activities, such as compensated absences, 
do not require the use of current financial resources and therefore are not reported as expenditures
in governmental funds. (326)         

Activities of Internal Service Funds that serve governmental activities 4,433       

Change in net assets of governmental activities 86,104$   

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 7
Statement of Revenues, Expenditures and Changes in Fund Balance -- Budget and Actual
General Fund
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Variance with
Final Budget

Positive/
(Negative)

REVENUES:
Use of money and property:

Use of money - interest -$                 1,173               1,173               -                     
Charges for services 1,480               3,805               3,132               (673)                   
Intergovernmental revenue: -                     

Federal 11,128             13,879             14,273             394                    
State 200,411           203,489           204,967           1,478                 
County 225,236           233,020           233,020           -                     

Miscellaneous revenue 1,000               1,805               1,790               (15)                     
Total revenues 439,255           457,171           458,355           1,184                 

EXPENDITURES:
Regular instruction 204,995           215,477           215,203           274                    
Special instruction 51,805             55,607             51,935             3,672                 
Other instruction 4,315               5,900               5,981               (81)                     
Instructional leadership 30,705             30,868             30,270             598                    
General administration 3,047               3,313               3,243               70                      
Student services 4,547               4,817               4,884               (67)                     
Curricular/staff development 7,863               8,790               8,761               29                      
Pupil transportation 27,994             33,236             31,650             1,586                 
Operations 13,336             15,115             14,750             365                    
Utilities 13,710             12,896             11,865             1,031                 
Maintenance 10,739             12,616             11,940             676                    
Central business services 40,998             38,567             25,250             13,317               
Reimbursement to the County for debt service 29,508             26,980             26,114             866                    

Total expenditures 443,562           464,182           441,846           22,336               

Excess (deficiency) of revenues over (under) expenditures (4,307)              (7,011)              16,509             23,520               

OTHER FINANCING SOURCES (USES):
TRANSFERS IN:
   Construction fund 1,000               1,000               1,000               -                     
TRANSFERS OUT:
   Construction fund (2,389)              (8,395)              (8,395)              -                     

Total other financing sources (uses) (1,389)              (7,395)              (7,395)              -                     

Net change in fund balance (5,696)              (14,406)            9,114               23,520               

FUND BALANCE, beginning of year 18,846             18,846             18,846             -                     

FUND BALANCE, end of year 13,150$           4,440               27,960             23,520               

ActualFinal BudgetOriginal 
Budget

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 8
Statement of Fund Net Assets
Proprietary Funds
June 30, 2002
(amounts expressed in thousands)

Internal Service 
Funds

ASSETS
Current assets:
   Cash and pooled investments 15,935$              
   Accounts receivable and other current assets 2,304                  
     Total  current assets 18,239                

LIABILITIES
Current liabilities:
   Accounts payable and accrued liabilities 5,256                  
   Salaries payable and withholdings 8                        
     Total current liabilities 5,264                  

NET ASSETS
  Unrestricted 12,975$              

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 9
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Internal Service 
Funds

Operating Revenues
Charges for services 27,026$                     

Total operating revenues 27,026                       

Operating Expenses
Personnel services 709                           
Claims and benefits paid 22,563                       
Losses and unallocated loss adjustment 669                           

Total operating expenses 23,941                       

Operating income 3,085                        

Non-Operating Revenues
Interest and miscellaneous 1,348                        

Change in net assets 4,433                        

Total Net Assets, beginning of year 8,542                        

Total Net Assets, end of year 12,975$                     

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 10
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Internal Service 
Funds

Cash Flows from Operating Activities:
Cash received from other funds 27,026$                     
Payments to suppliers for goods and services (19,309)                      
Payments to employees (408)                           
Other operating payments (8)                            
Net cash provided by operating activities 7,301                         

Cash Flows from Investing Activities:
Interest from investments (778)                           

Net increase in cash and pooled investments 6,523                         

Cash and pooled investments, beginning of year 9,412                         

Cash and pooled investments, end of year 15,935$                     

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:

Operating income 3,085$                       
Adjustments to reconcile operating income to net cash provided by operating activities
   Change in assets and liabilities:
     Decrease in accounts receivable (8)                              
     Increase in accounts payable and accrued liabilities 4,252                         
     Increase in salaries payable and withholdings (12)                            
     Increase in due to other funds (16)                            
Net cash provided by operating activities 7,301$                       

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools Exhibit 11
Statement of Fiduciary Net Assets
Agency Funds
June 30, 2002
(amounts expressed in thousands)

Assets
Cash and pooled investments 5,202$                        
Due from other governmental units 1,082                          
Total assets 6,284$                        

Liabilities
Accounts payable and accrued liabilities 6,284$                        

The accompanying notes to the financial statements are an integral part of this statement.
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Prince William County Public Schools 
Notes to the Financial Statements 
June 30, 2002 
(amounts expressed in thousands) 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Financial reporting entity  
 
Prince William County Public Schools (PWCPS) is a corporate body operating under the constitution of the 
Commonwealth of Virginia and the Code of Virginia. The eight members of the School Board are elected by 
the citizens of Prince William County (County) to serve four-year terms. One member represents each of the 
County's seven magisterial districts and the chairman serves at large. PWCPS is organized to focus on 
meeting the needs of its 58,069 students while managing 72 schools and centers. The mission of PWCPS is 
to provide programs to meet the educational needs of all students in the County in a safe learning 
environment.  PWCPS receives funding from taxes collected and allocated by the County; tuition and fees; 
and state and federal aid. School construction projects are funded by the proceeds of general obligation 
bonds issued by the County and approved by the County voters.  Generally accepted accounting principles 
establish PWCPS as a component unit of the County.   
 
The financial statements of PWCPS are prepared in conformity with generally accepted accounting principles 
(GAAP) as applicable to governmental units in the United States.  In accordance with Governmental 
Accounting Standards Board (GASB) Statement No. 20, Accounting and Financial Reporting for Proprietary 
Funds and Other Governmental Entities that use Proprietary Fund Accounting, PWCPS applies all applicable 
GASB pronouncements to its proprietary funds, and has elected to apply only those Financial Accounting 
Standards Board (FASB) statements and interpretations, Accounting Principles Board opinions, and 
Accounting Research Bulletins issued on or before November 30, 1989, that do not conflict with or contradict 
GASB pronouncements. 
 
B. Implementation of Governmental Accounting Standards Board Pronouncements 
 
GASB Statements No. 34 and 37 
 
In June 1999 and in June 2001, the GASB issued Statement No. 34, Basic Financial Statements – and 
Management’s Discussion and Analysis – for State and Local Governments, and Statement No. 37, Basic 
Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments - 
Omnibus, respectively.  These statements provide for the most significant change in governmental financial 
reporting in over twenty years, providing for a new reporting model.  The adoption of these statements has 
required PWCPS to prepare a Management’s Discussion and Analysis and reformat its basic financial 
statements.  As required under GASB No. 34, PWCPS has prepared government-wide statements of net 
assets and activities using the accrual basis of accounting.  These statements require PWCPS to record all 
capital assets and infrastructure assets, record the related depreciation expense, and record all long-term 
liabilities.  Additionally, these statements required a change in the presentation of certain footnotes to 
describe the specific changes during the fiscal year (i.e., capital assets and long-term obligations). 
 
GASB Statement No. 38 
 
In June 2001, the GASB issued Statement No. 38, Certain Financial Statement Note Disclosures.  This 
statement modifies, adds and deletes various note disclosure requirements.  Those requirements address 
revenue recognition policies, actions taken in response to legal violations, debt service requirements, 
variable rate debt, receivables and payable balances, interfund transfers and balances, and short-term debt.   
 
GASB Interpretation No. 6 
 
In March 2000, the GASB issued Interpretation No. 6, Recognition and Measurement of Certain Liabilities 
and Expenditures in Governmental Fund Financial Statements.  This interpretation clarifies the application of 
standards for modified accrual recognition of certain liabilities and expenditures in areas where differences 
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have arisen, or potentially could arise, in interpretation and practice. This statement requires that unmatured 
long-term indebtedness that is not yet due for payment be reported as such for items such as capital leases, 
compensated absences, claims and judgments, pensions and other commitments that are not current 
liabilities properly reported in governmental funds.  PWCPS has included in the governmental fund 
statements only those liabilities that are due and payable in full when incurred and the mature portion of 
long-term indebtedness that has become due for payment.  The unmatured long-term indebtedness has 
been recorded in the government-wide statement of net assets as non-current liabilities further classified as 
due within one year or more than one year.   
 
PWCPS has adopted GASB Statements No. 34, 37, and 38 and Interpretation No. 6 for its fiscal year ended 
June 30, 2002. 
 
C. Government-wide and fund financial statements 
 
GASB Statement No. 34 established new requirements and a new reporting model for the annual financial 
reports of state and local governments. The Statement was developed to make annual reports easier to 
understand and more useful to the people who use governmental financial information to make decisions 
and includes: 
 
Management's discussion and analysis - GASB Statement No. 34 requires that 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). This analysis is similar to the analysis private 
sector entities provide in their annual reports. 
 
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 (such as cash and accounts payable), but also capital assets and long-term liabilities. Accrual 
accounting also reports all of the revenues and costs of providing services each year, not just those received 
or paid in the current year or soon thereafter. Fiduciary funds are not included in the government-wide 
financial statements. 
 
The basic financial statements include both government-wide (based on PWCPS as a whole) and fund 
financial statements. While the previous reporting model emphasized fund types (the total of all funds of a 
particular type), in the new reporting model, the focus is on either PWCPS as a whole or major individual 
funds (within the fund financial statements). PWCPS does not engage in business-type activities, and as 
such issues single column government-wide financial statements. In the government-wide statement of net 
assets, both the governmental activities’ assets and liabilities (a) are presented on a consolidated basis and 
(b) are reflected, on a full accrual, economic resource basis, which incorporates long-term assets and 
receivables as well as long-term obligations. 
 
Statement of net assets - The statement of net assets is designed to display the financial position of the 
primary government. PWCPS reports all capital assets in the government-wide statement of net assets and 
reports depreciation expense - the cost of "using up" capital assets - in the statement of activities. The net 
assets of PWCPS are broken down into three categories - 1) invested in capital assets; 2) restricted; and 3) 
unrestricted. 
 
Statement of activities - The new government-wide statement of activities reports expenses and revenues in 
a format that focuses on the cost of each PWCPS function. The expense of individual functions is compared 
to the revenues generated directly by the function (for instance, through user charges or intergovernmental 
grants). These directly matched revenues are called program revenues. This format enables the 
government-wide statement of activities to reflect both the gross and net cost per functional category (regular 
instruction, special instruction, pupil transportation, etc.) that are otherwise being supported by general 
government revenues. 
 
Program revenues must be directly associated with a function and are restricted to meeting the operational 
or capital requirements of a particular function.  Program revenues include 1) charges to customers or 
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given 
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functional category and 2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular functional category.  Other items that are not properly included among program 
revenues are reported instead as general revenues. 
 
Direct expenses are considered those that are clearly identifiable with a specific function.  PWCPS does not 
allocate indirect expenses. 
 
Fund financial statements Separate financial statements are provided for governmental funds, proprietary 
funds, and fiduciary funds, even though the latter are excluded from the government-wide financial 
statements. Major individual governmental funds are reported as separate columns in the fund financial 
statements. 
 
In the fund financial statements, financial transactions and accounts of PWCPS 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 and/or 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. The fund statements are presented on a current financial resource and modified 
accrual basis of accounting. This is the manner in which these funds are normally budgeted. Since the 
governmental fund statements are presented on a different measurement focus and basis of accounting than 
the government-wide statements' governmental activities column, a reconciliation is presented which briefly 
explains the adjustments necessary to reconcile the fund financial statements to the governmental activities 
column of the government-wide financial statements.  
 
PWCPS' fiduciary funds are presented in the fund financial statements.  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 PWCPS, 
these funds are not incorporated into the government-wide statements. 
 
Budgetary comparison schedules Demonstrating compliance with the adopted budgets is an important 
component of a government's accountability to the public. Many citizens participate in the process of 
establishing the annual operating budgets of state and local governments, and have a keen interest in 
following the financial progress of their governments over the course of the year. For this reason, PWCPS 
has chosen to make its budgetary comparison statement of the general fund part of the basic financial 
statements. PWCPS and many other governments revise their original budgets over the course of the year 
for a variety of reasons. Under the new reporting model, governments will continue to provide budgetary 
comparison information in their annual reports. An important change, however, is a requirement to add the 
government's original budget to the current comparison of final budget and actual results. 
 
D. Measurement focus, basis of accounting, and financial statement presentation 
 
The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements. 
Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of 
the timing of related cash flows. 
 
Non-exchange transactions, where PWCPS either gives or receives value without directly receiving or giving 
equal value in exchange include, for example, grants and donations. Revenues from general-purpose grants 
are recognized in the period to which the grant applies. 
 
It is PWCPS policy to first use restricted assets for expenses incurred for which both restricted and 
unrestricted assets are available. 
 
Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting. This focus is on the determination of, and changes in 
financial position, and generally only current assets and current liabilities are included on the balance sheet. 
Revenues are recorded as soon as they are both measurable and available. Revenues are considered to be 
available when they are collectible within a current period or soon enough thereafter to pay liabilities of the 
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current period. For this purpose, PWCPS considers revenues to be available if they are collected within 60 
days of the end of the current fiscal period.  Expenditures generally are recorded when a liability is incurred, 
as under accrual accounting. 
 
PWCPS reports the following major funds: 
 

General fund: The General fund is the operating fund of PWCPS and is used to account for the 
revenues and expenditures necessary for the day-to-day operation of PWCPS. This fund is used to 
account for all financial resources except those required to be accounted for in another fund. 

 
Construction fund: The Construction fund is used to account for the financial resources to be used for 
the acquisition, construction, or repair of PWCPS major capital facilities. 

 
Internal service funds account for health insurance and self-insurance services provided to departments of 
PWCPS on a cost reimbursement basis.  Proprietary 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. 
 

Self-insurance fund: The Self-Insurance fund has been established to pay claims and related expenses 
for risk exposures for which PWCPS is self-insured. The primary claims that are paid from these funds 
are workers' compensation, fire and related risk and general liability losses for which PWCPS carries no 
insurance policy. 

 
 

Health insurance fund: The Health Insurance fund was created to better manage health care expenses 
within PWCPS. The primary sources of revenue for this fund are employer contributions paid by the 
other funds and employee contributions deducted from employee pay on a semi-monthly basis. 
 

Fiduciary funds are used to account for assets held by or as an agent for individuals, private organizations, 
and other governments. Agency funds are custodial in nature and do not involve measurement of results of 
operations. Agency funds include the regional school fund and the student activities fund. 
 
As a general rule, the effect of interfund activity has been eliminated from the government-wide financial 
statements.  Exceptions to this rule include payments to, and other charges between the PWCPS supply 
function and other functions of PWCPS.  Elimination of these charges would distort the direct costs and 
program revenues of the various functions concerned.  
 
E. Assets, liabilities, and net assets or equity 
 
Deposits and investments 
 
The County maintains a single cash and investment pool for use by the County and some of its component 
units including PWCPS.  All PWCPS funds are maintained in this account except for the School Board 
Student Activity Funds.  Cash and pooled investments represent the majority of PWCPS' available cash. 
 
Investments are carried at fair value based on quoted market prices.  In order to maximize investment 
returns, these funds are maintained in a fully insured or collateralized investment pool administered by the 
County. The County allocates investment earnings, less an administrative charge, to PWCPS monthly based 
on PWCPS’ average daily balance in cash investments.   
 
For purposes of the statement of cash flows, the proprietary fund type considers all highly liquid investments 
with original maturities less than three months, including pooled investments and restricted assets, to be 
cash equivalents. 
 
Deposits:  
At June 30, all of the County's deposits were covered by federal depository related insurance or 
collateralized in accordance with the Virginia Security for Public Deposits Act (the Act). Under the Act, banks 

38 



holding public deposits in excess of the amounts insured by FDIC must pledge collateral in the amount of 
50% of excess deposits to a collateral pool in the name of the Commonwealth Treasury Board. If any 
member bank fails, the entire collateral pool becomes available to satisfy the claims of governmental entities. 
With the ability to make additional assessments, the multiple bank collateral pool functions similar to 
depository insurance. Savings and loan institutions are required to collateralize 100% of deposits in excess 
of FDIC limits. The Commonwealth Treasury Board is responsible for monitoring compliance with the 
collateralization and reporting requirements of the Act. 
 
Cash in the student activity funds represents available cash in the local school accounts, all of which are fully 
insured or collateralized. Bank balances, including checking and savings accounts and certificates of deposit, 
are placed with banks and savings and loan institutions which are protected by FDIC laws or collateral held 
under the provisions of the Act. 
 
Restricted cash of $75,502 consists of funds held by trustees for the funding of specific construction projects. 
 
Investments: 
State Statutes authorize the County to invest in obligations of the United States or agencies thereof, 
obligations of the Commonwealth 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, corporate notes rated AA or better by Standard & Poor's, Inc. and 
Aa or better by Moody's Investors Service, Inc., banker's acceptances, repurchase agreements, money 
market mutual funds, the State Treasurer's Local Government Investment Pool (LGIP) and State Non-
Arbitrage Program (SNAP). 
 
The maturities of the County's investments range from one day to ten years. While the County normally plans 
to hold investments to maturity, it may sell securities before their maturity. For additional information please 
refer to the County CAFR.  Copies of the County’s CAFR may be obtained by writing the Finance Office at 
One County Complex Court, Prince William, Virginia 22192-9201. 
 
Receivables and payables 
All interfund receivables and payables are displayed in the fund statements as "due to/due from other funds."  
These amounts offset each other and are eliminated from the government-wide Statement of Net Assets, so 
as to not overstate PWCPS' assets and liabilities.  All trade receivables are reported net of an allowance for 
uncollectables. 
 
Inventory 
Inventory in the Warehouse and Food Services funds consists of expendable supplies held for consumption.  
PWCPS values the inventory at coast and utilizes the consumption method of recording inventories.  With 
the consumption method, the cost is recorded as an expenditure at the time individual inventory items are 
consumed. In the fund statements, these inventories are offset by a fund balance reserve, which indicates 
that they do not constitute available expendable resources, even though they are a component of assets.  
The value of the Warehouse inventory is determined by the weighted average cost method. The value of the 
Food Service inventory is determined by the first-in first-out method. 
  
Capital assets 
Capital assets, which include land, buildings and improvements, equipment, vehicles and library books, are 
reported in the government-wide financial statements. Capital assets are defined by the government as 
assets with an initial, individual cost of more than $5,000 and an estimated useful life in excess of one year.    
Such assets are recorded at historical cost or estimated historical cost where no historical records exist.  
Donated capital assets are recorded at estimated fair market value at the date of the 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 capitalized. 
 
Major outlays for capital assets and improvements are capitalized as projects are constructed. 
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Capital assets are depreciated using the straight-line method over the following estimated useful lives: 
 

Assets Years 
Buildings 20-50 
Improvements 2-50 
Equipment 2-20 
Vehicles 3-15 
Library books 5 

 
Compensated absences 
It is PWCPS' policy to permit employees to accumulate earned, but unused, vacation and sick pay benefits. 
In governmental fund types, the cost of vacation and sick pay benefits (compensated absences) is 
recognized when payments are made to employees.  A liability for all governmental fund type vacation and 
sick pay benefits is recorded as a liability in the government-wide statement of net assets.   
 
Fund equity 
In the fund financial statements, governmental funds report reservations of fund balance for amounts that are 
not available for appropriation or are legally restricted by outside parties for use for a specific purpose. 
Designations of fund balance represent management plans that are subject to change. Fund balances in the 
governmental funds are reserved for encumbrances, inventories, and capital projects to indicate the amounts 
are not available for other expenditures.   
 
For fiscal year 2002 the Construction Fund experienced an unreserved fund balance deficit of $29,668.  This 
deficit is a result of new construction projects being encumbered in advance of the bond proceeds needed to 
fund the given projects. 
  
F. On-Behalf Payments 
 
The Virginia Department of Education makes payments on-behalf of PWCPS to the Virginia Retirement 
System for retiree health care.  The payment for 2002 was approximately $1,450 and is shown as a revenue 
and expense in the General Fund and on statement of activities 
 
Note 2 - Stewardship, compliance and accountability 
 
A.  Budgetary information 
 
The Code of Virginia requires the appointed superintendent of PWCPS to submit a budget to the County 
Board of Supervisors, with the approval of the School Board. In February, the Superintendent submits a 
budget plan to the School Board and to the community. The budget plan is discussed in a series of 
workshops and public hearings. In March, the School Board adopts the advertised budget and forwards it to 
the County for inclusion in the County Executive's advertised budget plan. In April, after public hearings, the 
County Board of Supervisors determines the level of funding for PWCPS.   If the requested level of funding is 
approved there are no further actions taken by the School Board.  If the funding request is changed by the 
County the budget is reworked by PWCPS staff and then adopted by the School Board. The approved 
budget is the basis for operating PWCPS in the next fiscal year. 
 
Annual budgets are adopted for all funds except for the Student Activity fund.  Project length financial plans 
are adopted for all capital projects in the Construction Fund.  PWCPS uses the modified accrual basis in 
budgeting for governmental funds. The budgets are on a basis consistent with GAAP. All annual 
appropriations lapse at year-end. The budget is revised and amended in October based on September 30 
student enrollments.   
 
The budget is controlled at certain legal as well as administrative levels. The legal level is placed at the 
individual fund level and administrative control is placed at the agency level.  Amendments that change the 
total level of expenditures require the approval of the PWCPS Board and County Board of Supervisors. 
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B. Excess of expenditures over appropriations 
 
For the year ended June 30, 2002, expenditures exceeded appropriations in the Food Services Fund by 
$758. These excess expenditures were funded by greater than anticipated revenues.  In addition, 
expenditures in the general fund exceeded budget for Other instruction and Student services. 
 
Note 3 - Capital assets 
 
PWCPS implemented GASB 34 in FY 2002.  As part of this implementation, PWCPS inventoried and valued 
all capital assets on hand at June 30, 2001 and adjusted the capital asset balance for accumulated 
depreciation to record the net-book value on that date.  Capital asset activity for the year ended June 30 
2002 was as follows: 
 

  

 Beginning  Decreases/ Ending 
 Balance Increases  Transfers  Balance 
Capital assets, not being depreciated:  
Land $ 18,104 4,667 22,771 
Construction in Progress   26,475 34,516 (24,725) 36,266 
Total capital assets, not being depreciated   44,579 39,183 (24,725) 59,037 
 
Capital assets, being depreciated: 
Buildings and improvements 396,430 53,866  450,296 
Library books 1,985 648  2,633 
Equipment 5,129 1,266 (403) 5,992 
Vehicles   30,936 4,287  35,223 
Total capital assets being depreciated 434,480 60,067 (403) 494,144 
 
Less accumulated depreciation for: 
Buildings and improvements 119,380 8,236  127,616 
Library books 1,004 529  1,530 
Equipment 2,746 461 (307) 2,900 
Vehicles   11,967 2,421  14,388 
Total accumulated depreciation 135,097 11,644 (307) 146,434 
 
Total capital assets, being depreciated, net 299,383 48,423 (96) 347,710 
 
Capital assets, net $ 343,962 87,606 (24,821) 406,747 
 

 
Depreciation expense was charged to functions/programs as follows: 
 

 

Instruction 
Regular $ 8,737 
Special  152 
Other  8 

Support Services 
General administration  74 
Student services  9 
Curricular/staff development   10 
Pupil transportation  2,442 
Operations  23 
Maintenance  48 
Central business services  123 
Food service  18 

Total depreciation expense $ 11,644 
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Note 4 - Interfund transfers 
 
During the current year, PWCPS made the following interfund transfers: 
 

 

 Transfer In: 
 

 General Construction 
 Fund Fund

Transfer Out: 
General Fund $  8,395  
Construction Fund        1,000   

 $ 1,000    8,395 

 

Interfund transactions are generally made for the purpose of providing operational support to the receiving 
fund.  
 
Note 5 – Long-Term Debt  
 
A. Long-Term Debt 
 
State law and generally accepted accounting principles establish PWCPS as a component unit of the 
County.  As such PWCPS does not have the authority to issue long-term debt.  The County, therefore, 
issues any general obligation, VPSA, or Literary Fund debt that is required to fund capital improvements 
within PWCPS.  PWCPS initiates payments each year to defer the County’s cost of this debt.  Detail of 
general obligation, VPSA, and literary debt issued for PWCPS' capital needs can be found in the County’s 
Comprehensive Annual Financial Report. 
 
B. Compensated absences 
 
Employees of PWCPS are granted annual and sick leave based on their length of service, and may accrue 
compensatory leave for hours worked in excess of their scheduled hours. Unused annual and compensatory 
leave is payable to employees upon termination based on the employees' current rate of pay up to certain 
limits. 
 
The current portion of accrued compensated absences at June 30, 2002 is that amount of the liability that is 
expected to be paid within one year. The current and long-term portion of accrued compensated absences is 
included in long-term liabilities in the government-wide statement of net assets.  
 
PWCPS' changes in liability for compensated absences are as follows: 
 

 

 
Compensated absences  Beginning      Ending  Due Within 

  Balance   Additions Reductions Balance    One Year   
$ 18,312   11,289    (10,963)  18,638      6,849 

 

Note 6 - Risk management 
 
PWCPS is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; and natural disasters for which PWCPS carries commercial insurance. PWCPS 
established a limited risk management program for workers' compensation. Premiums are paid into the 
Self-Insurance internal service fund by all other funds and are available to pay claims, claim reserves, and 
administrative costs of the program. 
 
Liabilities of the fund are reported when it is probable that a loss has occurred and the amount of the loss 
can be reasonably estimated. Liabilities include an amount for claims that have been incurred, but not 
reported. The result of the process to estimate the claims liability is not an exact amount as it depends on 
many complex factors, such as inflation, changes in legal doctrines, and damage awards. Accordingly, 
claims are reevaluated periodically to consider the effects of inflation, recent claim settlement trends 
(including frequency and amount of payouts), and other economic and social factors. The estimate of the 
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claims liability also includes amounts for incremental claim adjustment expenses related to specific claims 
and other claim adjustment expenses regardless of whether allocated to specific claims. Estimated 
recoveries, for example from salvage or subrogation, are another component of the claims liability estimate.  
PWCPS Self-Insurance, covering the risks of loss has $150 per occurrence retention for all lines of coverage 
and purchases excess coverage insurance policy covers individual claims in excess with a $3,000 per 
occurrence and annual limit. Settlements have not exceeded coverage for each of the past three fiscal years. 
 
The following illustration presents a reconciliation of the PWCPS Self-Insurance's changes in the aggregate 
liabilities for claims for the current and prior years. These claims liabilities are included in accounts payable 
and accrued liabilities in the government-wide statement of net assets. 
 
Changes in Aggregate Liabilities for Claims 
 

 2002 2001 
 
Balance, beginning of year $ 924 690 
Claims & changes in estimates: 

Current year  643 789 
Prior years  (124)  147  

  519   936 
Paid related to: 

Current year   (297)  (341) 
Prior years   (250)  (361) 

Total paid   (547)  (702) 
 
Balance, end of year $ 896   924 

 

 
Note 7- Contingent liabilities 
 
PWCPS is contingently liable with respect to certain lawsuits, as well as other asserted and unasserted 
claims that have arisen in the course of its operations.  It is the opinion of the PWCPS’ management and the 
PWCPS’ attorneys that any losses that may ultimately be incurred as a result of these claims will not be 
material. 
 
Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor 
agencies, principally the federal government. Any disallowed claims, including amounts already collected, 
may constitute a liability of the applicable funds. The amount, if any, of expenditures that may be disallowed 
by the grantor cannot be determined at this time, although the government expects such amounts, if any, to 
be immaterial.  
 
Note 8 - Employee retirement systems and pension plans 
 
A. Virginia Retirement System    
 
Plan Description: 
PWCPS contributes to the Virginia Retirement System (VRS). Professional employees participate in a VRS 
statewide teacher cost sharing pool, and non-professional employees participate as a separate group in the 
agent multiple-employer retirement system. 
 
All full-time salaried permanent employees must participate in the VRS. Benefits vest after five years of 
service. Employees are eligible for an unreduced retirement benefit at age 65 with 5 years of service and at 
age 50 with 30 years of service, payable monthly for life in an amount equal to 1.7 percent of their average 
final salary (AFS) for each year of credited service. Benefits are actuarially reduced for retirees who retire 
prior to becoming eligible for full retirement benefits. In addition, retirees qualify for annual cost-of-living 
increases beginning (limited to 5% per year) in their second year of retirement. AFS is defined as the highest 
consecutive 36 months of salary. The VRS also provides death and disability benefits. Title 51.1 of the Code 
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of Virginia, assigns the authority to establish and amend benefit provisions to the General Assembly of 
Virginia. 
 
The VRS 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 obtained by writing VRS 
at PO Box 2500, Richmond, Virginia 23218-2500. 
 
Funding policy and annual pension cost: 
Plan members are required by Title 51.1 of the Code of Virginia (1950) to contribute 5% of their annual 
salary to the VRS. PWCPS has assumed this member contribution. Additionally, PWCPS is required to 
contribute the remaining amounts necessary to fund its participation in the VRS using the actuarial basis 
specified by the Code of Virginia and approved by the Board of Trustees. The non-professional contribution 
rate for the fiscal year ended 2002 was .07% of annual covered payroll. The professional employer and 
employee contributions to the VRS for the three years ended June 30, 2002, 2001, and 2000 were $19,625, 
$25,762 and $26,465, respectively, equal to the required contributions for each year. 
 
The required contributions for PWCPS (professional and non-professional) were determined as part of an 
actuarial valuation performed as of June 30, 2001 using the entry age normal actuarial cost method. The 
actuarial assumptions included (a) an 8.0% investment rate of return, (b) projected salary increases that 
range between 4.25% and 6.10%, depending on the member's service and classification, and (c) 3.0% per 
year cost-of-living adjustments, Both (a) and (b) included an inflation component of 3.0%. The actuarial value 
of PWCPS' assets is equal to the modified market value of assets over a five-year period. The 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, 2001, was thirteen years for PWCPS. 
 
Trend information: 
 
The following illustration summarizes the required three-year trend information for PWCPS. 
 

Fiscal Year 
Ending 

Annual Pension 
Cost (APC) 

Percentage of APC 
Contributed 

Net Pension 
Obligation (NPO) 

June 30, 2000 $1,232 100% $0  
June 30, 2001 $17 100% $0  
June 30, 2002 $0 100% $0  

 
PWCPS also offers, to all except substitute and temporary employees, a tax deferred annuity plan (TDA). 
PWCPS contributes money on the employee's behalf to purchase annuities after the employee has 
completed three (3) years of service with PWCPS. The School Board's contribution increases each time an 
employee has completed five (5), ten (10), and fifteen (15) years of service.  At the end of the current year 
the cap on the employer contribution was $2,900 per employee.  The total employer contribution for fiscal 
year 2002 was $5,873. 
 
Note 9 - Postemployment benefits 
 
PWCPS provides limited postretirement health and dental benefits as provided for in Virginia state law to 
retirees who have 15 or more years of service with PWCPS.  Retirees are granted the option to participate 
by paying 100% of their monthly health insurance premium to PWCPS’ plan or to the carrier of their choice 
less a maximum credit of $75.  As of the end of the current fiscal year, there were 914 retirees receiving 
these benefits.  The plan is financed by on-behalf payments from the Virginia Department of Education to the 
VRS.  For fiscal year 2002 the contribution made on behalf of PWCPS was $1,435.  The surplus funds are 
not considered advance funded because PWCPS, its employees, and retirees have no vested rights to 
access the excess funds.  GAAP do not require governments to report a liability in the financial statements in 
connection with an employer's obligation to provide these benefits. 
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Note 10 - Subsequent events  
 
On July 1, 2002, PWCPS closed on the sale of Marstellar Middle School to the trustees of the Manassas 
Baptist Church.  The sale generated $9,000 in revenue that was subsequently used to support the Capital 
Improvement Plan in fiscal year 2003. 
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A schedule of funding progress for the Virginia Retirement System is provided in the illustration below: 

 
Virginia Retirement System 

Schedule of Funding Progress for PWCPS 
 

Actuarial 
Valuation 

Date 

Actuarial 
Value of 

Assets (AVA) 

Actuarial 
Accrued 
Liability 
(AAL) 

Unfunded 
Actuarial 
Accrued 
Liability 
(UAAL) 

Funded 
Ratio 

Covered 
Payroll 

UAAL as a 
Percentage 
of Covered 

Payroll 

June 30, 1994 $ 24,203 $ 21,809 $   (2,394) 111.0% $ 13,030 (18.4)% 
June 30, 1996 $ 30,555 $ 31,755 $    1,200    96.2% $ 13,730    8.70 % 
June 30, 1998 $ 42,310 $ 40,565 $   (1,745) 104.3% $ 14,469 (12.10)%  
June 30, 1999 $ 49,101 $ 42,811 $   (6,290) 114.7% $ 15,046 (41.80)% 
June 30, 2000 $ 57,514 $ 45,450 $ (12,064) 126.5% $ 22,125 (54.53)% 
June 30, 2001 $ 63,165 $ 51,734 $ (11,426) 122.1% $ 24,993 (45.72)% 



 

 
 

Supplementary Information 
 
 
 
Other Governmental Funds 
 
Food Services Fund – This Fund is used to account for the operations of food service activities 
throughout the school division.  Revenues come primarily from sales of meals and through 
participation oin the National School Lunch and Breakfast Programs.   
 
Warehouse Fund – The Warehouse Fund is used to account for the operations of the warehouse.  
Revenues and expenditures are predominantly a result of operations of the warehouse function.   
 
Facilities Use Fund – The Facilities Use Fund accounts for the use, by external organizations, of 
PWCPS facilities.  The administrative cafeteria is also accounted for in this fund.   
 
 
Internal Service Funds 
 
Self Insurance – The self insurance fund accounts for the self insured workers compensation 
program.  Other insurance costs are also accounted for in this fund.  Revenues are derived from 
“premiums” charged to the other funds.  
 
Health Insurance – PWCPS is self insured for health insurance.  This fund accounts for all claims 
payments.  Revenues are a result of Employer contributions and employee payroll deductions. 
 
 
Fiduciary Funds 
 
Regional School – The Northern Virginia Special Education Regional Program was established in 
1996 and participants include Prince William County, Manassas, and Manassas Park.  PWCPS 
holds the funds for this Program and is responsible for the receipt and disbursement of said 
funds. 
 
Student Activity – This agency fund accounts for independent activity funds held by elementary 
and secondary schools for student groups by PWCPS. 
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Prince William County Public Schools Schedule 1
Combining Balance Sheet
Other Governmental Funds - Special Revenue Funds
June 30, 2002
(amounts expressed in thousands)

Food Services 
Fund

Warehouse 
Fund

Facilities Use 
Fund

Total Other 
Governmental 

Funds
ASSETS

Cash and pooled investments 2,974$              30                     656                   3,660                
Accounts receivable 12                     2                       33                     47                     
Due from other governmental units 909                   -                    -                    909                   
Inventory 485                   1,023                -                    1,508                

Total assets 4,380$              1,055                689                   6,124                

LIABILITIES and FUND BALANCES
Liabilities:

Accounts payable and accrued liabilities 909$                 219                   7                       1,135                
Salaries payable and withholdings 256                   -                    23                     279                   
Deferred revenue 231                   -                    -                    231                   

Total liabilities 1,396                219                   30                     1,645                

Fund Balances:
Reserved for:

Inventory 485                   1,023                -                    1,508                
Encumbrances 523                   371                   5                       899                   

Unreserved:
Designated for future years 781                   -                    -                    781                   
Undesignated 1,195                (558)                  654                   1,291                

Total fund balances 2,984                836                   659                   4,479                
Total liabilities and fund balances 4,380$              1,055                689                   6,124                
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Prince William County Public Schools Schedule 2
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Other Governmental Funds - Special Revenue Funds
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Food Services 
Fund

Warehouse 
Fund

Facilities Use 
Fund

Total Other 
Governmental 

Funds
REVENUES:
Use of money and property:

Use of money - interest 137$                  12                    10                      159                     
Use of property -                     -                  451                    451                     

Charges for services 11,271               3,231              69                      14,571                
Intergovernmental revenue:

Federal 5,816                 -                  -                    5,816                  
State 274                    -                  -                    274                     
Total revenues 17,498               3,243              530                    21,271                

EXPENDITURES:
Current:
Supply services -                     3,249              -                    3,249                  
Community service operations -                     -                  393                    393                     
Food services 16,925               -                  -                    16,925                

Total expenditures 16,925               3,249              393                    20,567                

Excess (deficiency) of revenues over (under) expenditures 573                    (6)                    137                    704                     

FUND BALANCES, beginning of year 2,411                 842                 522                    3,775                  

FUND BALANCES, end of year 2,984$               836                 659                    4,479                  
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Prince William County Public Schools Schedule 3
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Food Services Fund
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Variance with
Final Budget

Positive/
(Negative)

REVENUES:
Use of money and property:

Use of money - interest 140$            140              137              (3)                     
Charges for services 10,503         10,503         11,271         768                   
Intergovernmental revenue:

Federal 4,313           4,313           5,816           1,503                
State 279              279              274              (5)                     

Total revenues 15,235         15,235         17,498         2,263                

EXPENDITURES:
Food services 16,004         16,166         16,925         (759)                 

Total expenditures 16,004         16,166         16,925         (759)                 

FUND BALANCES, beginning of year 2,411           2,411           2,411           -                       

FUND BALANCES, end of year 1,642$         1,480           2,984           1,504                

Final 
Budget

Original 
Budget Actual

52



Prince William County Public Schools Schedule 4
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Warehouse Fund
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Variance with
Final Budget

Positive/
(Negative)

REVENUES:
Use of money and property:

Use of money - interest -$            -                  12                12                     
Charges for services 3,125           3,125           3,231           106                   

Total revenues 3,125           3,125           3,243           118                   

EXPENDITURES:
Supply services 3,125           3,507           3,249           258                   

Total expenditures 3,125           3,507           3,249           258                   

Excess (deficiency) of revenues over (under) expenditures -                  (382)            (6)                376                   

FUND BALANCES, beginning of year 842              842              842              -                   

FUND BALANCES, end of year 842$            460              836              376                   

ActualFinal 
Budget

Original 
Budget
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Prince William County Public Schools Schedule 5
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Facilities Use Fund
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Variance with
Final Budget

Positive/
(Negative)

REVENUES:
Use of money and property:

Use of money - interest 15$              15                20                5                       
Use of property 250              260              441              181                   

Charges for services 85                85                69                (16)                   
Total revenues 350              360              530              170                   

EXPENDITURES:
Community service operations 408              419              393              26                     

Total expenditures 408              419              393              26                     

Excess (deficiency) of revenues over (under) expenditures (58)              (59)              137              196                   

FUND BALANCES, beginning of year 522              522              522              -                       

FUND BALANCES, end of year 464$            463              659              196                   

ActualFinal 
Budget

Original 
Budget
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Prince William County Public Schools Schedule 6
Combining Statement of  Fund Net Assets
Proprietary Funds - Internal Service Funds
June 30, 2002
(amounts expressed in thousands)

Self-Insurance 
Fund

Health Insurance 
Fund

Total Internal 
Service Funds

ASSETS
Current assets:
  Cash and pooled investments 5,443$                     10,492                     15,935                     
  Accounts receivable and other current assets 54                            2,250                       2,304                       
    Total current assets 5,497                       12,742                     18,239                     

LIABILITIES
Current liabilities:
  Accounts payable and accrued liabilities 985                          4,271                       5,256                       
  Salaries payable and withholdings 8                              -                           8                              
    Total  current liabilities 993                          4,271                       5,264                       

NET ASSETS
  Unrestricted 4,504$                     8,471                       12,975                     
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Prince William County Public Schools Schedule 7
Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds - Internal Service Funds
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Self-Insurance 
Fund

Health Insurance 
Fund

Total Internal 
Service Funds

Operating Revenues
Charges for services 2,277$                     24,749                     27,026                     

Total operating revenues 2,277                       24,749                     27,026                     

Operating Expenses
Personnel services 395                          314                          709                          
Claims and benefits paid -                           22,563                     22,563                     
Losses and unallocated loss adjustment 669                          -                           669                          

Total operating expenses 1,064                       22,877                     23,941                     

Operating income 1,213                       1,872                       3,085                       

Non-Operating Revenues
Interest and miscellaneous 208                          1,140                       1,348                       

Change in net assets 1,421                       3,012                       4,433                       

Total Net Assets, beginning of year 3,083                       5,459                       8,542                       

Total Net Assets, end of year 4,504$                     8,471                       12,975                     
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Prince William County Public Schools Schedule 8
Combining Statement of Cash Flows
Proprietary Funds-Internal Service Funds
For the Year Ended June 30, 2002
(amounts expressed in thousands)

Self-Insurance 
Fund

Health Insurance 
Fund

Total Internal 
Service Funds

Cash Flows from Operating Activities:
Cash received from other funds 2,277$                     24,749                     27,026                     
Payments to suppliers for goods and services (702)                         (18,607)                    (19,309)                    
Payments to employees (408)                         -                           (408)                         
Other operating cash receipts (8)                             -                           (8)                             
Net cash provided by operating activities 1,159                       6,142                       7,301                       

Cash Flows from Investing Activities:
Interest from investments 214                          (992)                         (778)                         

Net increase in cash and cash equivalents 1,373                       5,150                       6,523                       

Cash and cash equivalents, beginning of year 4,070                       5,342                       9,412                       

Cash and cash equivalents, end of year 5,443$                     10,492                     15,935                     

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:

Operating income 1,213$                     1,872                       3,085                       
Adjustments to reconcile operating income to net cash provided 
by operating activities
   Change in assets and liabilities:
     Decrease in accounts receivable (8)                             -                           (8)                             
     Increase in accounts payable and accrued liabilities (18)                           4,270                       4,252                       
     Increase in salaries payable (12)                           -                           (12)                           
     Increase in due to other funds (16)                           -                           (16)                           
Net cash provided by operating activities 1,159$                     6,142                       7,301                       
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Prince William County Public Schools Schedule 9
Combining Statement of Fiduciary Net Assets
Agency Funds
June 30, 2002
(amounts expressed in thousands)

Northern Virginia 
Special Education 
Regional Program

Student Activitiy 
Fund

Total Fiduciary 
Funds

Assets
Cash and pooled investments 1,583$                     3,619                  5,202                  
Due from other governmental units 1,082                       -                      1,082                  
Total assets 2,665$                     3,619                  6,284                  

Liabilities
Accounts payable and accrued liabilities 2,665$                     3,619                  6,284                  
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