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  Prince William County Public Schools   
 P.O. Box 389 
 Manassas, VA 20108  

 703-791-7200  
Edward Kelly  
Superintendent of Schools  
 
 

October 14, 2004 
 
 
Mr. Chairman, Members of the County Board of Supervisors: 
Madam Chairman, Members of the School Board: 
Citizens of the County of Prince William Virginia: 
 
 
 
We are pleased to present the Comprehensive Annual Financial Report of the Prince William County Public 
Schools (PWCPS), a component unit of Prince William County, Virginia, for the year ended June 30, 2004. 
 
This report consists of management’s representations concerning the finances of PWCPS.  Consequently, 
management assumes full responsibility for the completeness and reliability of all of the information presented 
in this report.  To provide a reasonable basis for making these representations, management of the PWCPS 
has established a comprehensive internal control framework that is designed both to protect the government’s 
assets from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the 
PWCPS’ financial statements in conformity with accounting principles generally accepted in the United States. 
 Because the cost of internal controls should not outweigh their benefits, the PWCPS’ comprehensive 
framework of internal controls has been designed to provide reasonable rather than absolute assurance that 
the financial statements will be free from material misstatement.  As management, we assert that, to the best 
of our knowledge and belief, this financial report is complete and reliable in all material respects. 
 
PWCPS’ financial statements have been audited by Ernst & Young LLP, a firm of licensed certified public 
accountants. The goal of the independent audit was to provide reasonable assurance that the financial 
statements of PWCPS for the fiscal year ended June 30, 2004 are free of material misstatement.  The 
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements; assessing the accounting principles used and significant estimates made by 
management; and evaluating the overall financial statement presentation.  The independent auditor 
concluded, based upon the audit, that there was a reasonable basis for rendering an unqualified opinion that 
the PWCPS’ financial statements for the fiscal year ended June 30, 2004, are fairly presented in conformity 
with GAAP.  The report of independent auditors is presented as the first component of the financial section of 
this report.   
 
The independent audit of PWCPS was part of a broader, federally mandated “Single Audit” for Prince William 
County (County) designed to meet the special needs of federal grantor agencies.  The standards governing 
Single Audit engagements require the independent auditor to report not only on the fair presentation of the 
financial statements, but also on the audited government’s internal controls and compliance with legal 
requirements, with special emphasis on internal controls and legal requirements involving the administration of 
federal awards.  These reports are available in the County’s separately issued Single Audit Report. 
 
GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the 
basic financial statements in the form of Management’s Discussion and Analysis (MD&A).  This letter of 
transmittal is designed to complement the MD&A and should be read in conjunction with it.  PWCPS’ MD&A 
can be found immediately following the report of independent auditors. 
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Profile of the Government  
 
Prince William County is located in Northern Virginia, approximately 35 miles southwest of Washington D.C. 
and encompasses an area of 348 square miles.  Prince William County has, within its boundaries, the 
independent cities of Manassas and Manassas Park and the incorporated towns Dumfries, Haymarket, 
Occoquan and Quantico.  The cities of Manassas and Manassas Park have their own public school divisions. 
 
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 the 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 65,721 students while managing 80 schools 
and centers.  
 
Local Economy 
 
The local economy is inextricably linked to that of the regional Washington D.C. metropolitan area, and the 
area’s economy performed extraordinarily well over the last year.  Driven by Federal defense and homeland 
security spending, job growth in the area far exceeded that of any other major metropolitan area resulting in 
unemployment numbers under 3% and in the creation of additional demand for housing.  For fiscal year 2004, 
Prince William County’s economic story centered on the housing market, population growth, and growth in 
employment. 
 
Prince William County saw its population increase by 15,250, or 4.7%, to 336,820 during fiscal year 2004. The 
influx of new citizens in conjunction with the low interest rate environment served to drive the County’s real 
estate market to record price and sales volume levels.  As of July 2004, calendar year-to-date home sales in 
the County were 6,021 units compared to 5,038 units during the same period last year according to 
Metropolitan Regional Information Systems, Inc. (MRIS) home sale records.  The average assessed value of 
all residential property units in the County for 2003 was $225,149 compared to $189,946 in 2002 representing 
an increase of 18.5%.  About 84% of the County’s real estate tax base consists of residential housing, with 
approximately 15% comprised of commercial, industrial and public service properties and 1% agricultural.  
Further indicative of the robust real estate market, the average number of days a home was on the market 
dropped to 22 for the 7 months ended July 2004, down sharply from the prior year’s 32 days. 
 
One of Prince William County’s strategic goals is to maintain an economic development climate that will attract 
and foster the expansion of environmentally-sound industries that create quality jobs, diversify the non-
residential tax base, and allow people to live in, work in and visit the County.  In that regard, the County’s 
Department of Economic Development has worked diligently to attract new businesses in quality industries to 
locate in Prince William County.  Since 1997, 171 companies have announced they would locate or expand 
their operations within the County. These new and expanding businesses have resulted in the announced 
intention to create 9,587 high-tech jobs and $2.4 billion of announced investment.  On May 8, 2002, Prince 
William County and the Commonwealth of Virginia welcomed Eli Lilly and Company (Lilly) to the County. Lilly 
announced that they would build a 600,000 square foot insulin manufacturing center on 120 acres in the 
technology park, INNOVATION@PrinceWilliam. Groundbreaking ceremonies for the facility construction took 
place in August 2003.  When complete, the complex will employ 700 new workers and represent an 
investment of $425 million. More recent announcements at INNOVATION have included Mediatech, a leading 
manufacturer of life science products, which will construct a 90,000 to 110,000 square foot building on 10 
acres.  This project is valued at more than $10 million and will provide more than 200 full-time jobs when fully 
operational by 2006.  Additionally, Geo-Centers, a scientific research company will locate in the new Logis-
Tech building at 9450 Innovation Drive.  The project will create 10-15 initial jobs and is valued at an estimated 
$1.5 million. 
 
Prince William County’s close proximity to the federal government and affiliated contractor industries has 
largely isolated it from the more severe economic woes other regions of the country have experienced.  Not 
only has this relationship provided some insulation from inevitable business cycle troughs, but it has provided 
the County with a demand base for its housing and retail trade. The County depends heavily on residential 
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housing and consumer spending to maintain its prosperity and levels of local government services.  These two 
sectors have fared extraordinarily well over the past two years as homebuyers and consumers energized the 
County’s economy.  
 
In spite of the County’s excellent 2004 performance, there are challenges ahead.  The recent acceleration of 
the County’s population growth requires continued management of Prince William’s infrastructure needs 
during a time when critical commodity prices such as steel, lumber and energy have spiraled higher.  The 
County’s rapid increase in home prices has made it essential to reduce the real estate tax rate and ameliorate 
the impact on residential tax bills. And Prince William County must continue to manage and prepare for the 
threat of terrorism by working with Department of Homeland Security personnel and others to equip and train 
our first responders.  
 
As Prince William County enters fiscal year 2005, the local economy is stronger than it has been in years.  
Expectations going forward are for continued prosperity with a mildly muted momentum.  The demographics 
are in place to reinforce those expectations and with unemployment rates under 3%, low interest rates, and a 
positive regional and national economic outlook, it is likely that the current local economic climate will remain 
quite positive over the near term. 
 
Long-term Financial Planning 
 
Each year PWCPS prepares a five year budget plan.  This plan incorporates expected revenue and 
expenditure growth to determine how future needs will be met.  The goals of this five year plan are as follows: 
 
1. To maintain current instructional, support, and extracurricular programs and services. 
2. To provide services to new students. 
3. To construct and operate the new schools and facilities identified in the Capital Improvements Program. 
4. To complete all critical capital projects identified in the Capital Improvements Program. 
5. To maintain competitive salaries and benefits for all employees. 
 
Each year PWCPS prepares a ten year Capital Improvements Plan (CIP).  The CIP provides for the projected 
investment needs both with regard to new facilities and maintenance projects required to keep PWCPS 
facilities in good operating condition.  This document also provides the necessary input for the five year budget 
plan with regard to debt service. 
 
The County has adopted several policy documents, including the Strategic Plan, the Comprehensive Plan, and 
the Principles of Sound Financial Management that help guide in both the general management, and financial 
management of PWCPS. 
 
Cash Management and Investments 
 
The County is the custodian of all cash and investments, except for the Student Activity funds.  These funds 
are held in local banks within the guidelines of Virginia State Law. 
 
Risk Financing 
 
PWCPS maintains a separate self-insurance program for its workers’ compensation insurance.  The activities 
of this program is reported in the Internal Service Funds. Revenues come primarily from other schools’ funds 
through “premiums” set to cover estimated self-insured claims and liabilities, excess, and other insurance 
premiums and operating expenses.  Claims incurred (both reported and unreported) through June 30, 2004, 
are recorded as accrued liabilities.  The program has sufficient reserves to cover its estimated claims liability.  
Please see note 6 of the financial statements for additional information. 
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Health Benefits 
 
PWCPS participates in a Consortium Group Health Insurance Program made up of employers who provide 
health insurance to their employees and dependents under one program.  Each participant in the program is 
separately rated and has separate accounting.  Anthem Blue Cross/Blue Shield is the plan administrator.  
Delta Dental Plan of Virginia, Inc. (Delta Dental) is the dental insurance carrier.  All full-time and part-time 
employees who are working at least 17½ hours per week are eligible to enroll in the health insurance program. 
 There are three (3) plans offered through the PWCPS insurance program. An employee may choose either 
the HMO plan called “Healthkeepers Product 20”, or one of the two PPO plans offered, “KeyCare 15 Plus” or 
the  “KeyCare 20”.   All three plans include comprehensive medical, preventive care, vision, and prescription 
drug coverage.  The basis for estimating incurred but not reported claims at year-end is an annual analysis 
performed by the plan’s administrator.  For the fiscal year ended June 30, 2004 PWCPS spent $28,556,806 on 
self insured health insurance claims. The activities of these programs are reported in the Internal Service 
Funds.  Revenues are primarily derived from other PWCPS funds, employee contributions and retiree 
contributions through premiums established by the insurance carriers. 
 
Pension Benefits and Other Postemployment Benefits 
 
PWCPS contributes to the Virginia Retirement System (VRS), an agent and cost-sharing multiple-employer 
public employee retirement system.  The system acts as a common investment and administrative agent for 
political subdivisions in the Commonwealth of Virginia.  All full-time, salaried permanent employees must 
participate in the VRS. Benefit provisions and all other requirements are established by state statute.   
 
PWCPS also offers, to all except substitute and temporary employees, a tax deferred annuity plan (TDC). 
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 $3,185. 
 
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 1,145 retirees receiving these 
benefits.  The plan is financed by payments from Prince William County Public Schools to the VRS.  For fiscal 
year 2004, the contribution made by PWCPS was $1,916,943.  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. 
 
Financial Reporting Certificate Awards 
 
The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in 
Financial Reporting to the School Board for its Comprehensive Annual Financial Report (CAFR) for the fiscal 
year ended June 30, 2003.  The Certificate of Achievement is a prestigious national award recognizing 
conformance with the highest standards for preparation of a governmental entity financial report.  In order to 
be awarded a Certificate of Achievement, a governmental entity must publish an easily readable and efficiently 
organized Comprehensive Annual Financial Report, whose contents conform to program standards.  The 
CAFR must satisfy both generally accepted accounting principles and applicable legal requirements.  A GFOA 
Certificate is the highest form of recognition awarded in the field of governmental financial reporting and is 
valid for a period of one year only.  We believe that our current CAFR continues to conform to the Certificate of 
Achievement program requirements, and we are submitting it to the GFOA to determine the School Board’s 
eligibility for another certificate award. 
 

 
 

Also, the Association of School Business Officials International (ASBO) awarded a Certificate of Excellence in 
Financial Reporting to the School Board for its CAFR for the fiscal year ended June 30, 2003.  ASBO sponsors 
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this Certificate of Excellence in Financial Reporting program to foster excellence in the preparation and 
issuance of school system annual financial reports.  This prestigious international certificate award is the 
highest form of recognition in school financial reporting and is valid for a period of one year only.  We believe 
that our current CAFR conforms also to the ASBO Certificate of Excellence program requirements, and we are 
submitting it to the ASBO to determine the School Board’s eligibility for another certificate award. 
 
Acknowledgments 
 
Many professional staff members in the Finance Office of PWCPS contributed to the preparation of this report. 
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PWCPS’ financial operations.  Additionally, we would like to thank the financial reporting and control division of 
the Prince William County who has helped support the efforts of PWCPS in the preparation of this report. 
 
This comprehensive annual financial report reflects the PWCPS’ commitment to the citizens of Prince William 
County, the Board of County Supervisors, the County School Board, and the financial community to provide 
information in conformance with the highest standards of financial accountability. 
 

 
Respectfully, 
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Division Superintendent Director of Finance 
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