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September 15, 2005

To School Board Members
of Williamsburg-James City County:

The Comprehensive Annual Financial Report (CAFR) of Williamsburg-James City County Public
Schools (the School Division), a component unit of James City County, Virginia, for the fiscal year
that ended June 30, 20035, is hereby submitted. To the best of our knowledge and belief, the enclosed
data is accurate in all material respects and includes all disclosures necessary to understand the
School Division’s financial activities. The responsibility for the accuracy, completeness and fairness
of the data presented, as well as all accompanying disclosures, rests with the Schools.

This report is prepared in conformity with accounting principles generally accepted in the United
States of America for governments as promulgated by the Governmental Accounting Standards
Board (GASB). This report is intended to present a comprehensive summary of significant financial
data to meet the needs of the citizens, taxpayers, financial institutions, and the Williamsburg-James
City County School Board (the School Board). Generally accepted accounting principles (GAAP)
require that management provide a narrative introduction and an overview and analysis to
accompany the basic financial statements in the form of a management’s discussion and analysis
(MD&A). This letter of transmittal is intended to complement the required MD&A and is intended
to accompany it. The MD&A can be found immediately following the reports of the independent
auditors.

The CAFR is presented in three sections: introductory, financial, and statistical. The introductory
section includes this transmittal letter, a listing of principal officials, an organizational chart for the
School Division, the Association of School Business Officials Certificate of Excellence in Financial
Reporting, and the Government Finance Officers Association Certificate of Achievement for
Excellence in Financial Reporting. The financial section begins with the independent auditors’
report. This section also includes the MD&A, basic financial statements, notes to the basic financial
statements, and the required supplementary information for the year ended June 30, 2005. The
statistical section, which is not audited, includes selected financial and demographic information,
generally presented on a multi-year basis.

The firm of KPMG LLP performed the audit of Williamsburg-James City County Public Schools
for the ninth consecutive year. They were awarded the contract to provide the annual financial audit
through the year ended June 30, 2005, as part of a combined proposal between Williamsburg-James
City County Public Schools, James City County, James City County Service Authority, James City
County Industrial Development Authority, Virginia Peninsula Regional Jail Authority, and the
Middle Peninsula Juvenile Detention Center.

The School Division was developed as a result of an agreement of consolidation between the
governing bodies and the school boards of the City of Williamsburg (the City) and James City
County (the County) on January 14, 1954. The Division is considered a component unit of James
City County.
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This report includes all funds that are controlled by or dependent on the School Superintendent and School
Board. Additional information regarding the School Division’s financial reporting entity may be found in the
notes to the basic financial statements. During school year 2004-2005, the School Division operated two high
schools (grades 9-12), three middle schools (grades 6-8), and seven elementary schools (grades K-5). The School
Division served 9,402 students and provided a full range of educational services appropriate to grades K-12,
including regular and enriched academic education, special education for handicapped youngsters, occupational
education, and programs for those with limited English proficiency. These programs are supplemented by a wide
variety of offerings in fine arts and athletics.

ECONOMIC OUTLOOK

The City and the County are located on the northern side of the Virginia Peninsula near the cities of Hampton
and Newport News and located halfway between Norfolk and Richmond. The major employers in these
surrounding areas include Newport News Shipbuilding, Langley Air Force Base, Fort Eustis, and the National
Aeronautics and Space Administration. Although it has a growing industrial base of its own, much of the City
and the County serve as a bedroom community to the surrounding industrialized area.

James City County has a strong, diverse and growing economic base. The value of taxable real property grew by
12.6% from July 2004 to July 2005, and a similar increase is expected over the next twelve-month period.
Several new retail clusters are breaking ground or are under construction and, after three years of modest growth,
are projected to increase 6% to 8% a year.

The major trade in the Williamsburg-James City County area, tourism, is expected to experience moderate
improvement in room and meal sales during 2006 as the national economy shows signs of strengthening. Other
major local employers include The College of William and Mary and Anheuser-Busch, Inc., both of which are
involved in stable markets. The County’s largest taxpayer, Anheuser Busch, Inc., is undergoing a three-year,
$200 million modernization to its James City County brewery. Continuing commercial investment in the
Greenmount, Stonehouse, and New Town areas of the County has and will create additional jobs and the
unemployment rate in the County (2.5%) is lower than state and federal averages. Significant new investment in
road infrastructure and continuing development of both the State and Federal properties at Jamestown are
expected to continue, anticipating the 400™ anniversary of the English Colony at Jamestown in 2007. Also, in
fiscal year 2005, the number of business licenses increased by 5.8%.

The County enjoys bond ratings of AA2 from Moody’s, AA from Standard and Poor’s, and an AA++ from Fitch.
These bond ratings are based on analyst recommendations after a review of economic and fiscal performance,
fiscal policies and practices, current debt outstanding, and evidence of financial planning to meet future capital
needs. These ratings are excellent for a community the size of James City County and give the County additional
leverage in the bond market for potential bond buyers and investors.

Real estate development/price appreciation continues to be healthy. Growth in personal property values
(primarily vehicles) remains strong.

Residential growth continues in the middle and upper income brackets as the area attracts residents from the
Hampton Roads and Richmond areas. New residents are older and wealthier, fueling investments in facilities and
services for the elderly. However, we are also seeing an increase in younger families with school-aged children
moving into the area.

MAJOR INITIATIVES

Continued residential growth and economic expansion in the Williamsburg-James City County area are having
their impact on the Schools. Student enrollment has consistently increased. From September 2004 to September
2005, student enrollment increased from 9,402 to 9,820 or 418 students, representing a one year growth rate of
4.4%. This growth, and heavier past growth throughout the community, has added a strain on the space capacity
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of the School Division’s schools. Space capacity has been increased through specific building projects over the
last few years but a strain, nevertheless, is occurring at many of the School Division’s schools. For the 2004-
2005 school year, the number of trailers in use at 7 of 12 school sites was increased to 25. These 25 trailers
provided an additional 43 classrooms. The additional space was needed to accommodate effective and/or
programmatic capacity needs during the 2004-2005 school year.

The existing strain is most apparent at the high school level, where September 2004 student enrollment of 2,987
(including some special education students) exceeded the School Division’s combined high school program
capacity of 2,546. Even with the opening of a second high school in 1997-1998, known as Jamestown, the annual
enrollment at the secondary level has exceeded both the design and program capacities, thus, facilitating the need
to expand the use of trailers to 13 trailers for the 2004-2005 school year.

As a component of our long range capital project planning process, a division wide comprehensive facility
assessment was conducted by an independent architectural firm during fiscal year 2004-2005. The purpose of this
assessment was: (1) to assess the condition of our current facilities including major systems specifically HVAC,
roofing, and electrical systems, (2) to determine whether our current facilities are able to accommodate our
current and future educational programs, and (3) to determine our current capacity in relation to current and
future enrollment. Two major recommendations that came out of that study was the need to construct an
additional elementary and an additional middle school as well as the expansion of some current schools.

In anticipation of continued growth at all grade levels a new elementary and high school are scheduled to open in
September 2007. During the 2004-2005 fiscal year, James City County voters approved a bond referendum in the
amount of $39.8 million to secure financing for the County’s share of the cost of constructing and equipping the
new high school. The City of Williamsburg has also approved its share of the costs for the new high school in
proportion to the County funding per the joint school contract. The construction phase for the new high school
will commence during fiscal year 2005-2006. During the fiscal year 2005-2006 budget process, funding was
approved by both the County and the City for a new elementary school and we are hoping to secure funding for a
new middle school in fiscal year 2007-2008. Accommodating enrollment growth will continue to be a challenge
in the next number of years.

Just as important, changes have been occurring within the instructional division. Staff has made substantial
progress in convincing all appropriate parties that different programs serving the needs of preschool children who
are at-risk or have disabilities should be consolidated and/or expanded. In addition, numerous career and
technical program offerings have been expanded to prepare students for the ever-changing workplace.

The School Division continues to upgrade existing facilities with technology improvements. During fiscal year
2005, all of the secondary schools were certified to be “prepared for SOL Online testing” ensuring that the
network infrastructure, bandwidth required for internet access, and SOL-compliant computers are present and
ready for use by the students. In addition to the wired, or legacy, networking infrastructure, all 12 schools have
the latest in wireless networking technology allowing greater flexibility and mobility in teaching venues using
wireless laptops. Using the James City County fiber-optic infrastructure, the school division converted all
secondary schools and the school board office from Verizon’s ATM-T1 to fiber connectivity. This conversion is
both an enhancement in network speed, performance, and reliability as well as a cost avoidance of ATM-T1
leased line fees.

Finally, during the 2004-2005 fiscal year, the School Division underwent, on a voluntary basis, a state-sponsored
efficiency review of its non-instructional operations. The goal of this independent review was to identify
potential cost savings in non-instructional areas of the school system’s operations that will allow resources to be
redirected to support classroom instruction. This study was completed in the summer of 2005. The administration
and the School Board have been systematically reviewing the contents of the study and have been taking
appropriate actions in its regard.



FINANCIAL INFORMATION

Internal Controls

Internal controls are designed to provide reasonable assurance that assets of the reporting entity are protected
from loss, theft, or misuse, and to ensure that reliable financial records are maintained for preparation of financial
statements that are in conformity with generally accepted accounting principles.

Internal control evaluations occur with the above guidelines when the annual audit process is undertaken and
they are felt to adequately safeguard assets and provide reasonable assurance of proper recording of financial
transactions. In addition, this internal control structure is subject to periodic evaluation by management of the
School Division.

Budgetary Controls

Budgetary controls are maintained to ensure compliance with Virginia statutes governing public entities and
school operations. These statutes provide legal standards for preparing, presenting, adopting, and administering
the budget. The School Board presents a proposed budget to the City and the County, the governing bodies, who
then adopt their own operating and capital project budgets incorporating their contributions to the School
Division. The School Board makes any required adjustments, and then adopts an amended budget. The
Superintendent is authorized to make expenditures and commitments of funds as approved by the Board in the
adopted annual budget in accordance with the Board’s policies and applicable state and federal regulations and
laws.

The School Division also maintains an encumbrance accounting system as one method of accomplishing
budgetary control. Outstanding encumbrances are reported as a reservation of fund balance of the General Fund
at year end. With the 1996-1997 fiscal year as the initial year, a contractual agreement exists with the City and
County that permits the School Division to retain any unexpended appropriated funds. Therefore, this agreement
also applied to the 2004-2005 fiscal year.

Financial Highlights

The School Division continues to be in sound financial condition as demonstrated by the basic financial
statements included in this report. The School Division has operated within the resources available while
achieving many of its program goals.

Williamsburg-James City County Public Schools is a component unit of James City County, Virginia, and the
County is the legal holder of debt related to the acquisition of school facilities.

Overall, the School Division will experience growth in funding in the near future. Funding from the
Commonwealth of Virginia (the Commonwealth) will increase due to enrollment and as the State
“rebenchmarks” the costs associated with the Standards of Quality (SOQ). Funding from the City and County is
expected to increase due to enrollment increases and inflationary factors. As public education is a services-
oriented industry, approximately 85% of our operating costs are related to employee compensation and fringe
benefits. Therefore, providing a competitive employee compensation package will continue to be very
challenging.

Cash Management

The James City County Treasurer also serves as Treasurer for the City of Williamsburg and for the School
Board. As such, monies are transferred from the governing bodies to the School Board’s cash account on an as-
needed basis until year end when the balances of the total appropriations are transferred.



Temporarily idle funds are automatically placed into overnight investments that are secured or collateralized by
government securities as required by the Code of Virginia and investments in the State Treasurer’s Local
Government Investment Pool (LGIP).

Risk Management

The Risk Management Program currently involves maintaining several comprehensive insurance policies,
monitoring various loss control activities, and a program to effectively manage claims filed against the School
Division. The School Division risk manager and injury coordinator monitor all claims.

The School Division’s insurance coverage includes the following: a workers’ compensation insurance policy, a
comprehensive general liability policy, a property insurance policy, a boiler and machinery coverage policy, fleet
insurance, umbrella liability policy, employee blanket bond, and a School Board errors and omissions policy.

The School Division maintains an ongoing program of risk management, primarily focusing on the support
service areas. The loss control program is structured to reduce and control on-the-job injuries and accidents. The
program also includes safety awareness training for higher risk categories of employees.

The School Division retains the professional services of Rosenthal Insurance Consulting of Richmond, Virginia,
and Taylor Johnson Group of Virginia Beach, Virginia. These firms send representatives to lead and participate
in analyzing areas of concern and assist with ideas to reduce and control overall risk.

Independent Audit

State statutes require an annual audit of the books of account financial records and transactions of the School
Division. This requirement has been addressed. In addition, an unqualified opinion of KPMG LLP, an
independent audit firm, has been included in this report.

Single Audit Act

The School Division is required to undergo an annual single audit in conformity with the provisions of the Single
Audit Act Amendments of 1996 and the U.S. Office of Management and Budget’s (OMB) Circular A-133,
Audits of States, Local Governments and Non-Profit Organizations. Information related to this single audit,
including a schedule of expenditures of federal awards, the independent auditors’ report on internal control and
compliance with applicable laws regulations, contracts and grants, and a schedule of findings and questioned
costs, if any, are included in a separately issued James City County and Williamsburg-James City County School
Board combined single audit report.

Awards

This past year, the Government Finance Officers Association (GFOA) of the United States and Canada has
awarded a Certificate of Achievement for Excellence in Financial Reporting to the Williamsburg-James City
County Public Schools for its FY 2003-2004 comprehensive annual financial report. The Association of School
Business Officials International (ASBO) also recognized the Division with its Certificate of Excellence in
Financial Reporting.

In order to be awarded a certificate, a reporting unit must publish an easily readable and efficiently organized
comprehensive annual financial report, which generally conforms to program standards. This report must satisfy
both generally accepted accounting principles and applicable legal requirements.

Although these certificates are only valid for a single year, it is our belief that the current report continues to
adhere to the Certificate of Achievement and Certificate of Excellence standards established by these accrediting
agencies. Therefore, we are submitting it both to the GFOA and ASBO for their review.
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Independent Auditors’ Report

The Honorable Members of the School Board
Williamsburg-James City County Public Schools:

We have audited the accompanying financial statements of the governmental activities and each major fund of
the Williamsburg-James City County Public Schools (the Schools), a component unit of James City County,
Virginia, as of and for the year ended June 30, 2005, which collectively comprise the Schools’ basic financial
statements as listed in the accompanying table of contents. These financial statements are the responsibility of the
Schools’ 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 of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. 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 consideration of internal control over financial reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Schools’ internal control over financial reporting. Accordingly, we express no such opinion. 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 and each major fund of the Williamsburg-James City County
Public Schools, as of June 30, 2005, and the respective changes in financial position for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 15, 2005 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 grant agreements, and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The Management’s Discussion and Analysis on pages 5 through 13, the Schedule of Revenues, Expenditures,
and Changes in Fund Balance — Budget and Actual on page 35 and the Schedule of Funding Progress on page 36
are not a required part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. 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.

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG ionsl, 8 Swiss ¥
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Schools’ basic financial statements. The accompanying information in the Introductory and
Statistical Sections has not been subjected to the auditing procedures applied in the audit of the basic financial
staternents and, accordingly, we express no opinion on it.

KPP LLP

September 15, 2005
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Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed
in Accordance With Government Auditing Standards

The Honorable Members of the School Board
Williamsburg-James City County Public Schools:

We have audited the financial statements of the governmental activities and each major fund of the
Williamsburg-James City County Public Schools (the Schools), a component unit of James City County,
Virginia, as of and for the year ended June 30, 2005, which collectively comprise the Schools’ basic financial
statements and have issued our report thereon dated September 15, 2005. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered the Schools’ internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinions on the financial statements
and not to provide an opinion on the internal control over financial reporting. Our consideration of internal
control over financial reporting would not necessarily disclose all matters in the internal control that might be
material weaknesses. A material weakness is a reportable condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over financial reporting and its operation
that we consider to be material weaknesses.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Schools’ financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported in accordance with Government
Auditing Standards.

3
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This report is intended solely for the information and use of members of the School Board, management and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

KPMe LLP

September 15, 2005



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

The discussion and analysis of Williamsburg-James City County Public Schools’ (the Schools) financial
performance provides an overview of financial activities for fiscal years ended June 30, 2005 and 2004. The
analysis focuses on the Schools’ financial performance as a whole. Please read it in conjunction with the
Schools’ basic financial statements.

Financial Highlights

The Schools’ total net assets (assets less liabilities) on a government-wide basis were $28.2 million at
June 30, 2005, representing an increase of 3.4% over fiscal year 2004. Of the balance, $1.8 million of net
assets are unrestricted at June 30, 2005. The increase in net assets is primarily attributable to the
capitalization of ongoing and completed capital projects.

The Schools’ liabilities on a government-wide basis totaled $9.7 million at June 30, 2005. This
represented a 14.5% increase when compared to the balance at June 30, 2004. This increase was the
result of an increase in accrued salaries and benefits payable, as well as an increase in accounts payable
balances at June 30, 2005. The current liabilities of $8.8 million, primarily relate to accounts payable,
accrued payroll and benefits while the majority of noncurrent liabilities in the amount of $897,050
primarily relates to compensated absences at June 30, 2005.

For fiscal year 2005, the Schools’ governmental activities’ expenses of $89.6 million exceeded charges
for services and operating grants and contributions of $13.1 million by $76.5 million. General revenues
of $77.4 million, which are funds that are available for all educational purposes, were sufficient to cover
the net program expenses. General revenues primarily include local appropriations from the City of
Williamsburg (the City) and James City County (the County) and general contributions from the state
and federal government.

On the Statement of Revenues, Expenditures and Changes in Fund Balances — Governmental Funds, the
General and Capital Projects funds had a decrease in fund balance while the Schools’ Food Services fund
had a small increase in fund balance. The decrease in the General Fund can be attributed to the School
Board’s approved use of fund balance reserves to fund certain one-time operating costs during the fiscal
year. (Note: Per the Contract for the Joint Operation of Schools between the City of Williamsburg and
James City County, the School Board is permitted to retain and determine the use of any year-end
surplus funds.) The General Fund had $86.6 million in revenues and other financing sources and $87.9
million in expenditures and other financing uses. The General Fund’s fund balance decreased to $1.7
million from $3.0 million. The decline in the Capital Projects fund is due to ongoing construction
projects.

Total intergovernmental revenue for the governmental funds was $88.1 million for the year ended
June 30, 2005, reflecting an increase of 11.1% over 2004. Of that amount, $63.0 million was revenue
from the City and the County, $20.8 million represented aid from the Commonwealth of Virginia
(the Commonwealth), and $4.3 million was revenue from the federal government.

5 (Continued)



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Schools’ basic financial statements.

The basic financial statements consist of two kinds of statements that present different views of the Schools’
financial activities.

e The Statement of Net Assets and Statement of Activities provide information on a government-wide
basis. The statements present an aggregate view of the Schools’ finances. Government-wide statements
contain useful long-term information as well as information for the just-completed fiscal year.

e The remaining statements are fund financial statements that focus on individual parts of the Schools.
Fund statements generally report operations in more detail than the government-wide statements.

The notes to the financial statements explain some of the information in the statements and provide additional
disclosures so that statement users have a complete picture of the Schools’ financial activities and position. The
required supplementary information further explains and supports the financial statements.

The following diagram shows how the various parts of the financial section are arranged and related to one
another.

FINANCIAL SECTION
Required Supplementary Information
Management’s Discussion and Analysis (MD&A)

Basic Financial Statements
Government-Wide Fund
Financial Statements Financial Statements

Notes to Basic Financial Statements

Required Supplementary Information
(Other than MD&A)

Government-Wide Financial Statements

The government-wide financial statements report information about the Schools as a whole using accounting
methods similar to those used by private-sector companies. The two statements—Statement of Net Assets and
Statement of Activities—report the Schools’ net assets and how they have changed. Net assets, the difference
between the Schools’ assets and liabilities, are one way to measure the Schools’ overall financial position.

e Increases or decreases in the Schools’ net assets are one indicator of whether its financial position is
improving or worsening, respectively.

6 (Continued)



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

e To assess the overall financial position of the Schools, additional nonfinancial factors, such as changes in
the City and the County’s property tax base and the condition of school buildings and other facilities,
should be considered.

In the government-wide financial statements, the activities are divided into two categories—govermmental
activities and business-type activities. The Schools report only activities related to governmental activities since
the Schools do not have any business-type activities.

e Governmental Activities: The Schools’ basic services are included here, such as general and
administrative, instruction, attendance and health services, improvement of instruction, pupil
transportation, operations and maintenance, technology, and food services. City and County
appropriations and state aid finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the Schools’ funds, focusing on its most
significant or “major” funds, not the district as a whole. Funds are a grouping of related accounts that are used to
maintain control over resources that have been segregated for specific activities or objectives. The Schools, like
other state and local governments, use fund accounting to demonstrate compliance with finance-related legal
requirements. The Schools’ fund financial statements provide detailed information about the Schools’ most
significant funds.

The Schools utilize two types of funds:

e  Governmental Funds: Most of the Schools’ activities are reported in governmental funds, which focus
on (1) how money flows into and out of those funds and (2) the balances left at year end available for
spending in future periods. The governmental fund statements provide a detailed short-term view of the
Schools’ general government operations and the basic services it provides. Governmental fund
information helps determine whether there are more or fewer resources that can be spent in the near
future to finance educational programs. Governmental fund information does not report on long-term
commitments as is reported on the government-wide statements. Therefore, the relationships (or
differences) between the government-wide statements and the governmental funds are reconciled and
explained at the bottom of the governmental funds statements.

e  Fiduciary Funds: The Schools are a fiduciary for the monies in the School Activities Fund and the State
Operated Educational Program because the Schools do not use these assets to finance its operations. The

School Activities Fund and State Operated Educational Program monies are accounted for as an agency
fund.

7 (Continued)



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

Financial Analysis of the Schools as 2 Whole

Table 1 below shows total net assets for governmental activities at June 30, 2005 and 2004. Total net assets
increased by $927,062 or 3.4% over fiscal year 2004. The increase in net assets is primarily attributable to the
capitalization of ongoing and completed capital projects during the year. Unrestricted net assets totaled $1.8
million, representing a decrease of 42.3% over 2004. These net assets are available; however, the Schools have
designated a portion of these net assets for specific purposes.

Table 1
Condensed Summary of Net Assets at June 30, 2005 and 2004
2005 2004 Variance

Current assets 11,251,449 11,559,352 (307,903)
Capital assets, net 26,628,449 24,162,846 2,465,603
Total assets 37,879,898 35,722,198 2,157,700
Current liabilities 8,814,113 7,803,228 1,010,885
Noncurrent liabilities 897,050 677,297 219,753
Total liabilities 9,711,163 8,480,525 1,230,638

Net assets:
Invested in capital assets, net of related debt 26,390,984 24,162,846 2,228,138
Unrestricted 1,777,751 3,078,827 (1,301,076)
Total net assets 28,168,735 27,241,673 927,062

Table 2 below shows the change in net assets.

In the area of program revenues, the bulk of the funding was from operating grants and contributions. The
majority of that funding was categorical revenue from the state and federal governments. The increase in
operating grants and contributions of $2.5 million or 29.0% over fiscal year 2004 was the result of an increase in
state and federal allocations. The majority of the charges for services revenue came from local lunch sales in the
cafeterias (Schools’ Food Services Fund).

In the area of general revenue, the majority of the funding came from the Commonwealth in the form of state
basic aid and local funding from the City and the County. The increase of $6.2 million or 8.8% over fiscal year
2004 was the result of an increase in allocations from the Commonwealth, the City and the County as a result of
increasing student enrollments and changes in the Commonwealth’s Standards of Quality (SOQ).

School divisions are people intensive operations. As such, personnel related costs comprise the majority of
program expenses. As would be expected, expenses for instruction were the largest category of expense in fiscal
year 2005, the majority of which were related to salary and benefit costs for instructional personnel.

8 (Continued)



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

Table 2
Condensed Changes in Net Assets — Governmental Activities
Years ended June 30, 2005 and 2004

2005 2004 Variance
Revenues:
Program revenues:
Charges for services $ 2,110,069 2,007,073 102,996
Operating grants and contributions 10,990,988 8,522,163 2,468,825
General revenue:
Interest 52,149 14,116 38,033
Grants and contributions not restricted 77,346,943 71,137,422 6,209,521
Miscellaneous 4,158 2,641 1,517
Total revenue 90,504,307 81,683,415 8,820,892
Program expenses:
General and administrative 2,554,632 2,479,099 75,533
Instruction 61,361,173 55,552,009 5,809,164
Attendance and health services 2,502,571 2,211,991 290,580
Improvement of instruction 2,102,035 2,082,469 19,566
Pupil transportation 5,257,276 4,506,629 750,647
Operations and maintenance 8,285,639 7,572,789 712,850
Technology 4,679,553 3,545,784 1,133,769
Food services 2,829,199 2,564,147 265,052
Interest on long-term liabilities 5,167 963 4,204
Total program expenses 89,577,245 80,515,880 9,061,365
Increase in net assets $ 927,062 1,167,535 (240,473)

Governmental Activities

Table 3 presents the cost of the major Schools activities: general and administrative, instruction, attendance and
health services, improvement of instruction, pupil transportation, operations and maintenance, technology, food
services, and interest on long-term liabilities. The table also shows each activity’s net cost (total cost less fees
generated by the charges for services, operating grants and contributions, and capital grants and contributions).
The net cost identifies the cost of services supported by City and County tax revenues and unrestricted state and
federal entitlements.

9 (Continued)



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

Table 3
Total and Net Cost of Program Services
Years ended June 30, 2005 and 2004

2005 2004

Total cost Net cost Total cost Net cost

of service of service of service of service
General and administrative $ 2,554,632 (2,554,632) 2,479,099 (2,479,099)
Instruction 61,361,173 (51,258,931) 55,552,009 47,727,804)
Attendance and health services 2,502,571 (2,414,621) 2,211,991 (2,167,741)
Improvement of instruction 2,102,035 (2,102,035) 2,082,469 (2,082,469)
Pupil transportation 5,257,276 (5,257,276) 4,506,629 (4,506,629)
Operations and maintenance 8,285,639 (8,226,308) 7,572,789 (7,503,481)
Technology 4,679,553 (4,679,553) 3,545,784 (3,545,784)
Food services 2,829,199 22,335 2,564,147 27,326
Interest on long-term liabilities 5,167 (5,167) 963 (963)

Total program expenses $ 89,577,245 (76,476,188) 80,515,880 (69,986,644)

The net cost of all governmental activities in fiscal year 2005 was $76.5 million, representing a 9.3% increase
over fiscal year 2004. The increase in the net cost is the result of increases in expenses for salaries, fringe
benefits and pupil transportation. The amount that the citizens of the City and the County paid for these activities
in fiscal year 2005 through taxes was $63.0 million, representing an increase of 5.2% over fiscal year 2004. The
increase in amounts paid by City and County taxpayers was the result of increasing student enrollment.

Financial Analysis of the Schools’ Funds

The focus of the Schools’ governmental funds is on near-term inflows, outflows, and balances of spendable
resources. In particular, unreserved fund balance may serve as a useful measure of the Schools’ net resources
available for spending at the end of the fiscal year. As the Schools completed the year, its governmental funds
reported combined fund balances of $2.4 million. Approximately 18% of this amount ($428,000) constitutes
unreserved fund balance, which is available for spending at the Schools’ discretion. The remainder of fund
balance is reserved to indicate that it is not available for new spending because it is mostly reserved as follows:
(1) to liquidate contracts and purchase orders of the prior period, (2) to account for reported inventories in the
Schools’ Food Service Fund, (3) to account for funding reserved for school bus replacements and student data
warehousing, (4) to fund capital projects, and (5) to fund third high school construction services. All of the
governmental funds are accounted for using the modified accrual basis of accounting. The primary reason for the
General Fund’s decrease in fund balance can be attributed to the School Board’s approved use of fund balance
reserves to fund certain one time operating costs during the fiscal year.

10 (Continued)



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

General Fund Highlights
Table 4
General Fund Revenue and Expenditures
and Other Financing Uses
Years ended June 30, 2005 and 2004
2005 2004 Variance
Revenues:
City of Williamsburg and James City Co. $ 61,602,642 59,267,087 2,335,555
Commonwealth of Virginia 20,830,121 15,723,947 5,106,174
Federal government 3,345,702 2,905,714 439,988
Charges for services, interest, and
miscellaneous 490,703 615,504 (124,801)
Other financing sources 275,713 — 275,713
Total revenues $ 86,544,881 78,512,252 7,756,916
Expenditures and other financing uses:
General and administrative $ 2,536,557 2,461,024 75,533
Instruction 60,845,012 54,913,779 5,931,233
Attendance and health services 2,502,571 2,211,991 290,580
Improvement of instruction 2,102,035 2,082,469 19,566
Pupil transportation 4,635,963 3,939,360 696,603
Operation and maintenance 8,239,180 7,526,528 712,652
Technology 4,509,523 3,405,925 1,103,598
Debt service/capital outlay 1,489,533 901,614 587,919
Transfers to other funds 1,038,712 1,014,801 23911
Total expenditures and other
financing uses $ 87,899,086 78,457,491 9,441,595

The Schools’ budget is prepared in accordance with Virginia School Laws. The General Fund is the primary fund
for the Schools. On a fund basis, General Fund expenditures and other financing uses ($87.9 million) exceeded
revenue and other financing sources ($86.5 million) by $1.4 million due mostly to the School Board’s approved
use of fund balance reserves to fund certain one-time operating costs during the fiscal year.

As compared to the original budget, actual intergovernmental revenue was approximately $724,000 more at
June 30, 2005. This was due primarily to increased enrollment-driven revenue from the Commonwealth. No
amendments to the original revenue budget were made during the year. Regarding expenditures and other
financing uses, the actual was approximately $1.8 million more than the original budget. No amendments to the
original expenditures budget were made during the year. As mentioned previously, the School Board authorized
the use of fund balance reserves to fund several capital projects during fiscal year 2005.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

The Schools’ Food Services Fund Highlights

The Schools’ Food Services Fund is used to account for the operation of the Schools’ cafeterias. Revenues for
the fiscal year 2005 totaled $2.9 million, representing a 10.3% increase over fiscal year 2004. The majority of the
revenue, $1.9 million, was derived from lunch sales to students in the cafeterias. The other major source of
revenue was aid from the federal government in the amount of $943,846. Expenditures for the year totaled $2.8

million in fiscal year 2005. As a result, the Schools’ Food Services Fund ended the year with a small increase in
fund balance.

Capital Projects Fund Highlights

The Capital Projects Fund is used to account for financial resources to be used for the acquisition or construction
of major capital facilities or maintenance of the school plant. Capital projects are funded by local appropriations
from the City and County. During fiscal year 2005, revenues amounted to $1.4 million, while expenditures
totaled $2.4 million. In fiscal year 2005, transfers in from the general fund for capital projects totaled $1 million.
This resulted in a decrease in fund balance in fiscal year 2005 of $22,000. The decrease in fund balance was the
result of ongoing construction projects.

Capital Assets

At the end of fiscal year 2005, the Schools had $26.6 million of capital assets (net of accumulated depreciation)
invested in land, buildings, and furniture and equipment. This represented a 10.2% increase from fiscal year 2004
to fiscal year 2005. All capital assets are attributable to governmental activities. Total accumulated depreciation
on these assets was approximately $11.1 million at June 30, 2005.

Below is a summary of the Schools’ net capital assets as of June 30, 2005 and 2004:

Table 5
Capital Assets, Net at June 30, 2005 and 2004

Capital Asset Category 2005 2004 Variance
Land $ 8,249,163 8,249,163 —
Buildings and building improvements 11,772,408 10,455,998 1,316,410
Furniture and equipment 4,842,106 4,746,944 95,162
Construction in progress 1,764,772 710,741 1,054,031

Total capital assets, net $ 26,628,449 24,162,846 2,465,603

Major capital asset events during fiscal year 2005 included the following:

e Architectural design services for the third high school;
e Completion of replacement HVAC systems at one middle school and one elementary school;

e Completion of gymnasium renovations at one high school; and
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Management’s Discussion and Analysis (Unaudited)
Years ended June 30, 2005 and 2004

e Telephone system replacements at one elementary school and one high school.

Additional information on the Schools’ capital assets is presented in notes 1 and 4 of this report.

Long-Term Liabilities

Long-term liabilities at the end of fiscal year 2005 were $897,050, with $363,026 due within one year and
$534,024 due in greater than one year consisting of $659,585 in compensated absences and $237,465 in capital
lease obligations. The capital lease obligation consists of a lease-purchase agreement that the Schools entered

into during fiscal year 2005 to purchase several modular classroom facilities. These trailers were installed in
October 2004.

Additional information on the Schools’ long-term liabilities is presented in notes 1 and 5 of this report.

Factors Influencing Future Budgets

e The student enrollment increased by 443 students, or 4.94%, in fiscal year 2005

e Providing competitive salaries to attract and retain highly qualified staff

e Rising costs of employee health insurance premiums and VRS retirement contributions

e No Child Left Behind (NCLB) Legislation

e (Capital projects as a result of increasing enrollment

e Utility and fuel increases as a result of rapidly increasing prices

¢ Instructional improvement programs to address the “Achievement Gap” and other academic needs
Contacting the Williamsburg-James City County Public Schools Financial Management

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the
Schools’ finances and to show the Schools’ accountability for the money it receives. If you have any questions
about this report or need additional financial information, contact the Finance Office at Williamsburg-James City
County Public Schools, 101-D Mounts Bay Road, Williamsburg, Virginia 23185, and telephone 757-253-6746.
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BASIC FINANCIAL STATEMENTS



Exhibit I
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS '
(Component Unit of James City County, Virginia)

Statement of Net Assets — Governmental Activities

June 30, 2005
Assets:
Cash and temporary investments (note 2) $ 8,895,148
Receivables 61,783
Due from other funds (note 3) 96,939
Due from federal government 1,256,070
Due from Commonwealth of Virginia " 209,775
Due from the City of Williamsburg and James City County 710,825
Inventory 20,909
Capital assets, not being depreciated (note 4) 10,013,935
Capital assets, net of depreciation (note 4) 16,614,514
Total assets 37,879,898
Liabilities:
Accounts payable 1,077,246
Accrued payroll 5,120,314
Accrued benefits 2,409,957
Due to other funds (note 3) 96,939
Deferred revenue 109,657
Noncurrent liabilities (note 5):
Due within one year 363,026
Due in more than one year 534,024
Total liabilities 9,711,163
Net assets:
Invested in capital assets, net of related debt 26,390,984
Unrestricted 1,777,751
Total net assets $ 28,168,735

See accompanying notes to basic financial statements.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Statement of Activities — Governmental Activities

Exhibit II

Year ended June 30, 2005

Program revenues Net (expense)
Operating revenue and
Charges for grants and changes in
Functions/programs Expenses services contributions net assets
Governmental activities:
General and administrative $ 2,554,632 — — (2,554,632)
Instruction 61,361,173 168,772 9,933,470 (51,258,931)
Attendance and health services 2,502,571 — 87,950 (2,414,621)
Improvement of instruction 2,102,035 — — (2,102,035)
Pupil transportation 5,257,276 — — (5,257,276)
Operations and maintenance 8,285,639 59,331 — (8,226,308)
Technology 4,679,553 — — (4,679,553)
Food services 2,829,199 1,881,966 969,568 22,335
Interest on long-term liabilities 5,167 — — (5,167)
Total 5 89,577,245 2,110,069 10,990,988 (76,476,188)
General revenues:
Interest 52,149
Grants and contributions not
restricted to specific programs 77,346,943
Miscellaneous 4,158
Total 77,403,250
Change in net assets 927,062
Net assets at beginning of year 27,241,673
Net assets at end of year $ 28,168,735

See accompanying notes to basic financial statements.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)

Balance Sheet — Governmental Funds

June 30, 2005

Exhibit IIX

Schools’ Total
Food Capital governmental
Assets General Services Projects funds
Cash and temporary investments (note 2) $ 8,500,881 394,267 —_ 8,895,148
Receivables 40,793 20,990 — 61,783
Due from other funds (note 3) 96,939 — — 96,939
Due from federal government 1,206,058 50,012 —_— 1,256,070
Due from Commonwealth of Virginia 209,775 — — 209,775
Due from the City of Williamsburg
and James City County 61,867 — 648,958 710,825
Inventory — 20,909 — 20,909
Total assets $ 10,116,313 486,178 648,958 11,251,449
Liabilities and Fund Balances
Liabilities:
Accounts payable $ 875,007 78,462 123,777 1,077,246
Accrued payroll 5,048,710 71,604 — 5,120,314
Accrued benefits 2,388,148 21,809 — 2,409,957
Due to other funds (note 3) — — 96,939 96,939
Deferred revenue 109,657 — — 109,657
Total liabilities 8,421,522 171,875 220,716 8,814,113
Fund balances:
Reserved for:
Inventory — 20,909 — 20,909
Encumbrances 161,250 — — 161,250
School bus replacement 217,734 — — 217,734
Student data warehousing 100,000 — — 100,000
"Construction management 481,481 — — 481,481
Third high school _ 600,000 — — 600,000
Capital projects — — 428,242 428,242
Unreserved:
Undesignated 134,326 293,394 —_— 427,720
Total fund balances 1,694,791 314,303 428,242 2,437,336
Total liabilities
and fund balances $ 10,116,313 486,178 648,958
Adjustments for the statement of net assets:
Capital assets used in governmental activities are not current
financial resources and therefore are not reported in the
governmental funds. 26,628,449
Long-term liabilities are not reported as liabilities in the
governmental funds. (897,050)
Net assets of governmental activities $

See accompanying notes to basic financial statements.
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Exhibit IV
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental Funds

Year ended June 30, 2005
Schools’ Total
Food Capital governmental
General Services Projects funds
Revenues:
Intergovernmental:
From City of Williamsburg and
James City County $ 61,602,642 — 1,375,201 62,977,843
From Commonwealth of Virginia 20,830,121 25,722 —_ 20,855,843
From federal government 3,345,702 943,846 — 4,289,548
Total intergovernmental 85,778,465 969,568 1,375,201 88,123,234
Charges for services 228,103 1,881,966 — 2,110,069
Interest 43,745 8,404 —_ 52,149
Miscellaneous 218,855 — — 218,855
Total revenues 86,269,168 2,859,938 1,375,201 90,504,307
Expenditures:
General and administrative 2,536,557 — — 2,536,557
Instruction 60,845,012 — —_— 60,845,012
Attendance and health services 2,502,571 — — 2,502,571
Improvement of instruction 2,102,035 — — 2,102,035
Pupil transportation 4,635,963 — — 4,635,963
Operations and maintenance 8,239,180 — — 8,239,180
Technology 4,509,523 — — 4,509,523
Food services — 2,791,674 — 2,791,674
Debt service:
Principal 38,248 — —_ 38,248
Interest 5,167 — — 5,167
Capital outlay 1,446,118 11,329 2,435,431 3,892,878
Total expenditures 86,860,374 2,803,003 2,435,431 92,098,808

Excess (deficiency) of
revenues over (under)
expenditures (591,206) 56,935 (1,060,230) (1,594,501)

Other financing sources (uses):

Transfers in (note 3) — — 1,038,712 1,038,712
Transfers out (note 3) (1,038,712) — — (1,038,712)
Proceeds from capital lease
obligations 275,713 — — 275,713
Total other financing
sources and uses (762,999) — 1,038,712 275,713
Net change in fund balances (1,354,205) 56,935 (21,518) (1,318,788)
Fund balances at beginning of year 3,048,996 257,368 449,760 3,756,124
Fund balances at end of year $ 1,694,791 314,303 428,242 2,437,336
See accompanying notes to basic financial statements.
(Continued)
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental Funds
Year ended June 30, 2005

Net change in fund balances $

Adjustments for the statement of activities:

Governmental funds report capital outlays as expenditures
while governmental activities report depreciation expense
to allocate those expenditures over the life of the assets.
This is the amount by which new capital assets exceeded
capital expenditures in the current period:

Capital outlay
Depreciation expense

In the statement of activities, the loss on the sale of equipment is
reported, whereas in the governmental funds, only the proceeds
from the sale increase financial resources. Thus, the change
in net assets differs from the change in fund balances by the cost
of the equipment sold.

Repayment of debt principal is an expenditure in the
governmental funds, but does not affect the statement of
activities.

In the statement of activities, certain operating expenses
are measured by the amounts earned during the year. In the
governmental funds, expenditures for these items are
measured by the amount of financial resources used. This
year, compensated absences used exceeded the amount
earned by $17,712.

Proceeds from the issuance of long-term debt are reported as other
financing sources in the governmental funds, increasing fund
balance. Inthe government-wide statements, new debt increases
long-term liabilities in the statement of net assets and does not
affect the statement of activities. This represents principal amounts
of new capital leases.

Change in net assets of governmental activities $

See accompanying notes to basic financial statements.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Statement of Fiduciary Assets and Liabilities — Agency Funds
June 30, 2005

Assets:
Cash and temporary investments (note 2)
Receivables:
Commonwealth of Virginia

Total assets

Liabilities:
Accounts payable
Accrued payroll
Accrued benefits
Due to students

Total liabilities

See accompanying notes to basic financial statements.
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements

June 30, 2005

Summary of Significant Accounting Policies

Narrative Profile

Under the terms of an agreement dated January 14, 1954 (the Agreement) between the governing bodies
and the School Board of the City of Williamsburg (the City) and James City County (the County), effective
July 1, 1955, the localities consolidated the operations of their school systems (the Schools).

The Schools are responsible for elementary and secondary education for the City and the County. Two
members of the School Board are appointed by the City Council of the City. Five members of the School
Board are elected by the citizens of the County. The School Board is fiscally dependent upon the
governing bodies that levy the necessary taxes and provide the financial resources to be used for the
operation of the Schools and acquisition or construction of facilities.

Costs related to the operation of the Schools are apportioned between the two localities in accordance with
the Agreement, as amended. For the fiscal year ended June 30, 2005, the apportionment of the Schools’
costs to the County and the City was $55,442,378, or 90.0%, and $6,160,264, or 10.0%, respectively.
According to the Agreement, as amended, the City and the County permit the Schools to retain and
determine the use of any year end surplus funds up to an amount equal to one percent (1%) of the total
school operating budget. Any funds that exceed that amount shall be dedicated to, and identified in, the
capital budget for the following year.

The accounting policies of the Schools conform to accounting principles generally accepted in the United
States of America (GAAP) as applicable to governmental units. The following is a summary of the more
significant accounting policies of the Schools:

(a) The Financial Reporting Model

In fiscal year 2003, the Schools implemented Governmental Accounting Standards Board (GASB)
Statement No. 34, Basic Financial Statements—and Management’s Discussion and Analysis—for
State and Local Governments. This statement, known as the “Reporting Model” statement
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 analysis the private sector provides 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

20 (Continued)
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements
June 30, 2005

long-term liabilities (such as buildings and debt). Accrual accounting also reports all of the revenues
and cost of providing services each year, not just those received or paid in the current year or soon
thereafter.

Statement of Net Assets — The statement of net assets is designed to display the financial position of
the Schools. Governments report all capital assets in the government-wide statement of net assets
and report depreciation expense—the cost of “using up” capital assets—in the statement of activities.
The net assets of a government will be broken down into three categories: 1) invested in capital
assets, net of related debt; 2) restricted; and 3) unrestricted. The Schools do not currently have
restricted net assets.

Statement of Activities — The new government-wide statement of activities reports expenses and
revenues in a format that focuses on the cost of each of the government’s functions. The expense of
individual functions is compared to the revenues generated directly by the function (for instance,
through user charges or intergovernmental grants).

Fund Financial Statements — These statements are, in substancé, very similar to the financial
statements presented in the previous financial reporting model. Emphasis here is on major funds.

As required by GAAP, the financial reporting entity of the County consists of the County as the
primary government, as well as its component units, which are legally separate organizations for
which the elected officials of the primary government are financially accountable. Financial
accountability is defined as appointment of a voting majority of the component unit’s board, and
either a) the ability to impose will by the primary government, or b) the possibility that the
component unit will provide a financial benefit or impose a financial burden on the primary
government. Because of the significance of the Schools’ financial relationship with the County, the
Schools are considered a component unit of the County and, accordingly, the financial position and
results of operations of the Schools are reflected in the financial statements included in the
Comprehensive Annual Financial Report of the County. The Schools have no component units for
financial reporting purposes.

Basis of Presentation

The Schools’ basic financial statements consist of government-wide financial statements, including a
statement of net assets and a statement of activities, and fund financial statements, which provide a
more detailed level of financial information.

Government-Wide Financial Statements: The statement of net assets and the statement of activities
display information about the Schools as a whole. These statements are reflected on a full accrual
basis of accounting and economic resources measurement focus, which incorporates long-term assets
as well as long-term liabilities. Governmental fund financial statements therefore include a
reconciliation with brief explanations to better identify the relationship between the government-
wide statements and the statements for governmental funds.
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements

June 30, 2005

The statement of net assets presents the financial condition of the governmental activities of the
Schools at year end. The Schools do not have any business-type activities. The statement of activities
presents a comparison between direct expenses and program revenues for each function of the
Schools’ governmental activities. Direct expenses are those that are specifically associated with a
service, program, or department and therefore identifiable to a particular function. Expenses are
grouped in the following categories: general and administrative, instruction, attendance and health
services, improvement of instruction, pupil transportation, operations and maintenance, technology,
and food services.

Program revenues include charges paid by the recipient of the goods or services offered by the
program or from grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Charges for services include adult education, regular day
school tuition, summer school tuition, cafeteria sales, building rental, and communications tower
leases. Revenues not classified as program revenues are presented as general revenues of the
Schools. The comparison of direct expenses with program revenues identifies the extent to which the
governmental function is self-financing or draws from the general revenues of the Schools. The
Schools do not allocate indirect expenses. When both restricted and unrestricted resources are
available for use, it is the Schools’ policy to use restricted resources first, then unrestricted resources,
as they are needed. As a general rule, the effect of interfund activity has been eliminated from the
government-wide statements.

Fund Financial Statements: During the year, the Schools segregate transactions related to certain
functions or activities in separate funds in order to aid financial management and to demonstrate
legal compliance. The fund financial statements present financial information of the Schools at this
more detailed level. The focus of governmental fund financial statements is on major funds, each
displayed in a separate column. The Schools have identified all of its governmental funds as major.
The fiduciary fund is reported by type.

The accounts of the Schools are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a set of self-balancing
accounts that comprise its assets, liabilities, fund balance, revenues, and expenditures. The fund
statements are presented on a current financial resources measurement focus and the modified
accrual basis of accounting. The acquisition, use and balances of the Schools’ expendable financial
resources and the related liabilities are accounted for through governmental funds. The measurement
focus is based upon the determination of changes in financial position, rather than upon net income
determination.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements
June 30, 2005

e The Schools report the following major governmental funds:

General Fund — The General Fund is the general operating fund of the Schools. It is used to
account for all financial resources except those required to be accounted for in another fund.
Revenues are primarily from intergovernmental revenues.

Schools’ Food Services Fund — The Schools’ Food Services Fund is used to account for the
operation of the Schools’ cafeterias.

Capital Projects Fund — The Capital Projects Fund is used to account for financial resources to
be used for the acquisition or construction of major capital facilities or maintenance of the school
plant (other than those financed by the other funds).

e Additionally, the Schools report the following fund:

Fiduciary Fund — Fiduciary funds are custodial in nature (assets equal liabilities) and do not
involve measurement of the results of operations. Accordingly, the measurement focus is upon
determination of changes in financial position rather than upon net income determination. The
Schools’ two Agency Funds are the State Operated Educational Program, which is used to
account for the funding of the education programs at Eastern State Hospital and the Merrimac
Center; and the School Activities Funds, which is used to account for student funds for various
extracurricular activities in each of the schools. Fiduciary funds are not included in the
government-wide financial statements.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported
in the financial statements. Government-wide financial statements are prepared using the accrual
basis of accounting. Governmental funds use the modified accrual basis of accounting and fiduciary
funds use the accrual basis of accounting. Differences in the accrual and modified accrual basis of
accounting arise in the recognition of revenue, the recording of deferred revenue, and in the
presentation of expenses versus expenditures.

Under the modified accrual basis of accounting, revenues are recorded when susceptible to accrual
(i.e., both measurable and available). Available means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. The Schools consider collections
within 45 days of year end as available. Expenditures, other than principal and interest on long-term
debt which is recorded when due, are recorded when the related fund liability is incurred.

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and
contractual requirements of the numerous individual programs are used as guidance. There are,
however, essentially two types of these revenues. In one, monies must be expended for the specific
purpose or project before any amounts will be paid to the Schools; therefore, revenues are
recognized based upon the expenditures recorded. In the other, monies are virtually unrestricted as to
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements

June 30, 2005

purpose of expenditure and are usually revocable only for failure to comply with prescribed
compliance requirements. These resources are reflected as revenues at the time of receipt or earlier if
the accrual criteria are met.

Under the accrual basis of accounting, revenues are recognized when earned. Deferred revenue arises
when assets are recognized before revenue recognition criteria have been satisfied. Expenses are
recognized at the time they are incurred.

The following is a list of the major revenue sources which meet the susceptible to accrual criteria:
(1) Commonwealth of Virginia, (2) state sales taxes, (3) federal government, (4) interest on deposits,
and (5) insurance proceeds.

Encumbrances

Encumbrances outstanding at year end represent the estimated amount of the expenditures required
to complete contracts, purchase orders, and commitments in process at year end. Encumbrances
outstanding at year end do not constitute expenditures or liabilities. However, fund balances at year
end have been accordingly reserved.

Cash and Investments

Cash and investments at June 30, 2005 are included in the various cash accounts reflected in the
financial statements. Investments in the General Fund consist of investments in the State Treasurer’s
Local Government Investment Pool (LGIP), which is stated at fair value.

The Schools adopted the provisions of GASB Statement No. 40, Deposit and Investment Risk
Disclosures, which amends GASB Statement No. 3, Deposits with Financial Institutions,
Investments (including Repurchase Agreements), and Reverse Repurchase Agreements. This
statement addresses common deposit and investment risks related to credit risk, concentration of
credit risk, interest rate risk, and foreign currency risk and requires certain disclosures of investments
that have fair values that are highly sensitive to changes in interest rates.

Receivables and Due From Other Governments

Amounts due from the Commonwealth of Virginia consist primarily of receivables from state
entitlements and reimbursement of grants expenditures. Amounts due from federal government are
for reimbursement of grants expenditures. Amounts due from the City and the County are primarily
related to reimbursement of capital project expenditures. Receivables consist primarily of amounts
due from students and other customers of the Schools. All receivables are expected to be collected
within one year from the end of the fiscal year.

Inventory

All inventory reported in the Schools’ Food Services Fund is stated at cost using the first-in, first-out
inventory method. Inventory consists principally of food and other items held for resale and is
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements

June 30, 2005

considered expended when used (consumption method). The inventory is offset by a fund balance
reserve, which indicates that the inventories do not constitute available, expendable resources.

Capital Assets

General capital assets have been acquired for general school purposes. Capital outlays are recorded
as expenditures in the governmental funds and as assets in the government-wide financial statements
to the extent the Schools’ capitalization threshold is met.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated assets are recorded at estimated fair market value on the date
received. The Schools maintain a capitalization threshold of $5,000 for equipment, improvements
and buildings. Land is capitalized regardless of value. The Schools have no infrastructure assets.

Under Virginia law, certain property maintained by the Schools is subject to tenancy-in-common
with the County, if the County incurred a financial obligation for the property, which is payable over
more than one fiscal year. The Schools and the County have agreed that such property will be carried
on the County’s financial statements until the outstanding debt is repaid. At June 30, 2005, the
County holds capital assets related to school property with a net book value of $82,784,012.

Depreciation is recorded on general capital assets on a government-wide basis. All reported capital
assets except land are depreciated. Depreciation is computed using the straight-line method with full
month convention over the following useful lives:

Buildings 50 years

Improvements 7 - 20 years

Furniture and equipment 5 -20 years

Modulars 15 years
Compensated Absences

School employees are granted vacation pay in varying amounts as services are provided. Employees
may accumulate, subject to certain limitations, unused vacation pay earned and, upon retirement,
termination or death, may be compensated for certain amounts at their most current rate of pay. The
cost of accumulated vacation is accrued as a liability in the government-wide financial statements as
the benefits are earned by employees if attributable to services already rendered and compensation
through paid time off or some other means is probable. Compensated absences are reported in the
governmental funds only if they have matured. Upon termination, for reasons other than retirement,
school employees are not paid for accumulated sick leave. Employees who retire will receive
payment for any unused sick leave days at a rate of 25% of the employee’s daily rate of pay at
retirement or a minimum of $25 per day, whichever is higher. The sick leave compensation amount
shall not exceed $5,000. The June 30, 2005 liability for sick leave that will be ultimately paid upon
retirement is not determinable but is considered immaterial based upon amounts actually paid in
prior years.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements
June 30, 2005

() Fund Balance Reserves

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available, expendable resources, or are legally restricted by outside parties for use for a

specific purpose. Designations of fund balance represent tentative management plans that are subject
to change.

(k) Interfund Transactions

Transactions that constitute reimbursements to a fund for expenditures initially made from it, that are
properly applicable to another fund, are recorded as expenditures in the reimbursing fund and as
reductions of expenditures in the fund that is reimbursed.

All interfund transactions, except for quasi-external transactions and reimbursements, are reported as
transfers. Transfers are used to: (1) move revenues from the fund that statute or budget requires to
collect them to the fund that statute or budget requires to expend them and (2) use unrestricted
revenues collected in the general fund to finance various programs accounted for in other funds in
accordance with budgetary authorizations.

Cash and Temporary Investments

The Schools maintain individual segregated bank accounts for all of its funds.

The components of the Schools’ cash and temporary investments at June 30, 2005 are as follows:

Petty cash $ 500
Bank deposits 3,168,179
Investment in the Treasurer of the Commonwealth of Virginia’s Local Government
Investment Pool (LGIP) 6,504,760
$ 9,673,439
Deposits

The carrying value of the Schools’ deposits with banks and savings institutions was $3,168,179, and the
bank balance was $5,582,155. The entire bank balance was covered by the Federal Depositor Insurance
Corporation (FDIC) or collateralized in accordance with the Virginia Security for Public Deposits Act (the
Act). Under the Act, banks 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 State Treasury
Board. Savings and loan institutions are required to collateralize 100% of deposits in excess of FDIC
limits. If any member financial institution fails, the entire collateral becomes available to satisfy the claims
of the Schools. If the value of the pool’s collateral is inadequate to cover a loss, additional amounts would
be assessed on a pro rata basis to the members (banks and savings and loans) of the pool; therefore, these
deposits are considered collateralized and as a result are consider insured. The State Treasury Board is
responsible for monitoring compliance with the collateralization and reporting requirements of the Act and
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Notes to Basic Financial Statements
June 30, 2005

for notifying local governments of compliance by banks and savings and loans. Therefore, these deposits
are considered collateralized and as a result, are considered insured.

Investments

As of June 30, 2005 the fair value and maturities of the Schools’ investments are as follows:

Fair value Maturity

Investment Type:
Money market funds — Virginia LGIP $ 6,504,760 1 day

The fair value of the Schools’ position in the pool is the same as the value of the pool shares.

Investment Policy

The Schools utilize the policies and procedures of the James City County, Treasurer (the Treasurer);
therefore the Investment Policy (Policy) of James City County is used. In accordance with the Code of
Virginia and other applicable law, including regulations, the Schools’ Policy permits investments in U.S.
Government obligations, municipal obligations, prime quality commercial paper, and certain corporate
notes, bankers acceptances, repurchase agreements, negotiable certificates of deposit, bank deposit notes,
mutual funds that invest exclusively in securities specifically permitted under the Policy, and the State
Treasurer’s Local Government Investment Pool (the Virginia LGIP, a 2a-7 like pool).

The Policy establishes limitations on the holdings of non-U.S. Government obligations. The maximum
percentage of the portfolio (book value at the date of acquisition) permitted in each security is as follows:

Registered Money Market Mutual Funds 100% maximum
State of Virginia LGIP 100% maximum
Registered Money Market Mutual Funds 100% maximum
Repurchase Agreements 50% maximum
Bankers’ Acceptances 40% maximum
Commercial Paper 35% maximum
Negotiable Certificates of Deposit/Bank Notes 20% maximum
Municipal Obligations 20% maximum
Corporate Notes 15% maximum
Bank Deposits 25% maximum
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Credit Risk

As required by State statute, the Policy requires that commercial paper have a short-term debt rating of no
less than “A-1” (or its equivalent) from at least two of the following; Moody’s Investors Service, Standard
& Poor’s and Fitch Investor’s Service. Corporate notes must have a minimum of “Aa” long-term debt
rating by Moody’s Investors Service and a minimum of “AA” long term debt rating by Standard & Poor’s.
Negotiable Certificates of Deposit and bank deposit notes maturing in less than one year must have a short-
term debt rating of at least “A-1” by Standard & Poor’s and “P-1” by Moody’s Investor Service. Notes
having a maturity of greater than one year must be rated “AA” by Standard & Poor’s and “Aa” by
Moody’s Investor Service.

Although State statute does not impose credit standards on repurchase agreement counterparties, bankers’
acceptances or money market mutual funds, the Schools’ have established stringent credit standards for
these investments to minimize portfolio risk.

As of June 30, 2005, 100% of the Schools’ portfolio was invested in the State of Virginia LGIP account.

Concentration of Credit Risk

The Policy establishes limitations on portfolio composition by issuer in order to control concentration of
credit risk. No more than 5% of the Schools’ portfolio will be invested in the securities of any single issuer
with following exceptions:

U.S. Treasury 100% maximum
Each Money Market Mutual Fund 50% maximum
Each Federal Agency 35% maximum
Each Repurchase Agreement Counterparty 25% maximum

As of June 30, 2005, 100% of the Schools’ portfolio was invested in the State of Virginia LGIP account.

Interest Rate Risk

As a means of limiting exposure to fair value losses arising from rising interest rates, the Schools’ Policy
limits the investment of short-term operating funds to an average weighted maturity of no more than 180
days, with a portion of the portfolio continuously invested in readily available funds. The operating fund
core portfolio will be invested in permitted investments with a stated maturity of no more than five years
from the date of purchase. To control the volatility of the core portfolio, the Treasurer will determine a
duration target, not to exceed three years.
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements

June 30, 2005

Custodial Credit Risk

The Policy requires that all investment securities purchased by the Schools or held as collateral on deposits
or investments shall be held by the Schools or by a third-party custodial agent who may not otherwise be a
counterparty to the investment transaction. As of June 30, 2005, all of the Schools’ investments are held in
a bank’s trust department in the Schools’ name.

Interfund Receivables, Payables, and Transfers

Interfund receivable and payable balances are considered short term in nature. All other balances resulted
from the time lag between the dates that (1) interfund goods and services are provided or reimbursable
expenditures occur, (2) transactions are recorded in the accounting system, and (3) payments between
funds are made. At June 30, 2005, the balances are as follows:

Interfund Interfund
receivables payables
Fund:
General $ 96,939 —
Capital projects — 96,939
Total $ 96,939 96,939

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to the
fund that statute or budget requires to expend them, and (2) use unrestricted revenues collected in the
general fund to finance various programs accounted for in other funds in accordance with budgetary
authorizations. At June 30, 2005, interfund transfers consisted of the following:

Transfer Transfer
to from
Fund:
General $ — 1,038,712
Capital projects 1,038,712 —
Total $ 1,038,712 1,038,712
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements
June 30, 2005

(4) Capital Assets, Net

A summary of changes in capital assets follows:

Balance Balance
July 1, 2004 Additions Deletions June 30, 2005
Capital assets not being depreciated:
Land $ 8,249,163 — —_ 8,249,163
Construction in progress 710,741 2,435,431 1,381,400 1,764,772
Total capital assets not being
depreciated 8,959,904 2,435,431 1,381,400 10,013,935
Other capital assets:
Buildings and building improvements 14,012,547 1,787,223 —_ 15,799,770
Furniture and equipment 11,260,676 1,051,624 410,178 11,902,122
Total other capital assets 25,273,223 2,838,847 410,178 27,701,892
Less accumulated depreciation for:
Buildings and building improvements 3,556,549 470,813 — 4,027,362
Furniture and equipment 6,513,732 938,754 392,470 7,060,016
Total accumulated depreciation 10,070,281 1,409,567 392,470 11,087,378
Other capital assets, net 15,202,942 1,429,280 17,708 16,614,514
Totals 5 24,162,846 3,864,711 1,399,108 26,628,449

Depreciation expense was charged to governmental functions as follows:

Instruction $ 533,872
General and administrative 18,075
Pupil transportation 603,605
Operations and maintenance 46,459
Technology 170,030
Food services 37,526

Total governmental activities depreciation expense $ 1,409,567

At June 30, 2005, the Schools had contractual commitments of approximately $495,000 for work
remaining to be performed under capital projects.
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements
June 30, 2005

(5) Long-Term Liabilities
A summary of changes in long-term liabilities for the Schools for the year ended June 30, 2005 follows:

Balance Balance Amounts due

July 1, 2004 Additions Deletions June 30, 2005 in one year

Compensated absences $ 677,297 622,568 640,280 659,585 296,813
Equipment capital leases ) — 275,713 38,248 237,465 66,213
$ 677,297 898,281 678,528 897,050 363,026

Long-term liabilities are normally paid from the General Fund.
The future payments by year of compensated absences are not determinable.

(a) Equipment Capital Leases

During fiscal year 2005, the Schools executed a lease-purchase agreement to purchase several
modular classroom facilities. This lease agreement utilizes a national financial institution as the
escrow agent, who is responsible for receiving money from the Schools based on the lease payment
schedule and for making payments to the modular classroom facility vendor based on the services
rendered as evidenced by invoices sent to the Schools. This lease agreement qualifies as a capital
lease for accounting purposes and has a term of four years with annual payments of principal and
interest of $74,426. At June 30, 2005, $264,991 of equipment financed under capital leases is
included in the statement of net assets. A reduction in principal of $38,248 was recognized during
the year ended June 30, 2005 and the amortization charge of $10,772 is included in depreciation
expense. The future minimum lease payments for this lease are as follows:

Years ending June 30:

2006 $ 66,213
2007 68,884
2008 71,663
2009 30,706

$ 237,465
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements
June 30, 2005

Operating Leases

The Schools lease equipment and buildings under noncancelable operating leases. Total costs for
such leases were approximately $460,138 for the year ended June 30, 2005. The future minimum
lease payments for these leases are as follows:

Years ending June 30:

2006 $ 406,852
2007 105,542
2008 88,888
2009 58,312
2010 2,241

$ 661,835

(6) Defined Benefit Pension Plan

(@)

(®

Plan Description

The Schools contribute to the Virginia Retirement System (VRS or the System), an agent and
cost-sharing multiple employer, defined benefit pension plan administered by the System. All full-
time, salaried permanent employees of participating employers must participate in VRS. Benefits
vest after five years of service. Employees are eligible for an unreduced retirement benefit at age 65
with five years of service or at age 50 with 30 years of service for participating employees payable
monthly for life in an amount equal to 1.7% of their average final compensation (AFC) 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 adjustments
(COLA) beginning in their second year of retirement. The COLA is limited to 5% per year. AFC is
defined as the highest consecutive 36 months of reported compensation. The VRS also provides
death and disability benefits. Title 51.1 of the Code of Virginia (1950) (the Code), as amended,
assigns the authority to establish and amend benefit provisions to the General Assembly of Virginia.

The System issues a publicly available comprehensive annual financial report that includes financial
statements and required supplementary information for VRS. A copy of that report may be
downloaded from the VRS website at http://www.varetire.org/Pdf/2003 AnnuRept.pdf or may be
obtained by writing to the System at P.O. Box 2500, Richmond, Virginia 23218-2500.

Funding Policy

Plan members are required by the Code, to contribute 5% of their annual salary to VRS. This 5%
member contribution has been assumed by the employer. In addition, the Schools are required to
contribute the remaining amounts necessary to fund its participation in VRS using the actuarial basis
specified by the Code and approved by the VRS Board of Trustees. The Schools’ contribution rate
for nonprofessional employees for the fiscal year ended 2005 was 8.0% of annual covered payroll.
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements

June 30, 2005

The following table relates to the Schools’ contribution rate for professional employees:

Annual Actual Amount
required amount contributed
contributions contributed in percent
2005 $ 5,293,732 5,293,732 100%
2004 3,858,101 3,858,101 100%
2003 3,658,963 3,658,963 100%
(c) Annual Pension Cost
For fiscal year 2005, the Schools’ annual pension cost of $277,091 for nonprofessional employees
was equal to the Schools’ required and actual contributions. The required contributions were
determined as part of the June 30, 2004 actuarial valuation using the entry age normal actuarial cost
method. The actuarial assumptions included (a) 8.0% investment rate of return, (b) projected salary
increases of 4.25% to 6.10% per year, and (c) 3.0% per year COLA adjustments. Both (a) and
(b) included an inflation component of 3.0%. The actuarial value of the Schools’ assets is equal to
the modified market value of assets. This method was determined using techniques that smooth the
effects of short-term volatility in the market value of assets over a five year period. The Schools’
unfunded actuarial accrued liability is being amortized as a level percentage of payroll on an open
basis within a period of four years or less. The Schools did not have a net pension obligation as
determined by GASB Statement No. 27, Accounting for Pension by State and Local Government
Employers. The trend information for the Schools’ nonprofessional employees is as follows:
Three-year trend information
Annual Percentage Net
pension cost of APC pension
(APC) contributed obligation
Fiscal year ended:
June 30, 2005 $ 277,091 100% —
June 30, 2004 193,043 100% —
June 30, 2003 177,230 100% —
Contingent Liabilities
(a) Litigation
Various claims and lawsuits are pending against the Schools. In the opinion of legal counsel,
resolution of these cases would not involve a significant liability to the Schools.
(b) Federal Award Programs

The Schools participate in a number of federal award programs. Although the Schools were audited
in accordance with the provisions of the U.S. Office of Management and Budget’s (OMB) Circular
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Exhibit VI

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit Of James City County, Virginia)

Notes to Basic Financial Statements
June 30, 2005

A-133, Audits of States, Local Governments, and Non-Profit Organizations, in conjunction with the
audit of the County, these programs are still subject to financial and compliance audits by the
grantors or their representatives. Such audits could lead to requests for reimbursements to the grantor
agency for expenditures disallowed under terms of the grants. Based on prior experience, the
Schools’ management believes such disallowances, if any, will not be significant.

Risk Management

The Schools are exposed to various risks of loss related to torts, theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Schools report all of its risk
management activities in its General Fund and pay all claims for retained risks from General Fund
resources.

The Schools maintain comprehensive property and casualty policies, commercial general liability policies,
comprehensive liability vehicle fleet policies and coverages for errors and omissions, workers’
compensation, employer’s liability, health care, and certain other risks with commercial insurance
companies. All premiums are budgeted for and paid with General Fund resources. All unemployment and
health care claims are paid through a third-party administrator with resources from the General Fund. For
all retained risks and claims expenditures, liabilities are reported when it is probable that a loss has
occurred and the amount of loss can be reasonably estimated. These losses include an estimate of claims
that have been incurred but not reported. There have been no reductions in insurance coverages from the
prior year, and settled claims have not exceeded the amount of insurance coverage in any of the past three
fiscal years.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Schedule of Revenues, Expenditures, and Changes
in Fund Balance — Budget and Actual (Budget Basis)

Exhibit VII

(unaudited)
General Fund
Year ended June 30, 2005
Variance from
amended
Original Amended favorable
budget budget Actual (unfavorable)
Revenues:
Intergovernmental:
Local sources $ 61,602,642 61,602,642 61,602,642 —
Commonwealth of Virginia 19,914,417 19,914,417 20,830,121 915,704
Federal government 3,537,889 3,537,889 3,345,702 (192,187)
Charges for services 197,000 197,000 228,103 31,103
Miscellaneous 210,079 210,079 262,600 52,521
Total revenues 85,462,027 85,462,027 86,269,168 807,141
Expenditures:
Education:
General and administrative 2,482,566 2,472,651 2,538,532 (65,881)
Instruction 61,018,783 60,989,992 60,968,708 21,284
Attendance and health services 2,525,623 2,546,501 2,502,571 43930
Improvement of instruction 2,653,506 2,653,905 2,100,549 553,356
Pupil transportation 4,821,057 4,804,604 5,572,757 (768,153)
Operations and maintenance 7,654,431 7,655,923 7,816,570 (160,647)
Technology 4,306,061 4,338,451 4,664,485 (326,034)
Total education 85,462,027 85,462,027 86,164,172 (702,145)
Debt service:
Principal — — 38,248 (38,248)
Interest — — 5,167 (5,167)
Total debt service — — 43,415 (43,415)
Total expenditures 85,462,027 85,462,027 86,207,587 (745,560)
Excess of revenues
over expenditures — — 61,581 61,581
Other financing use:
Transfers out — — (1,038,712) (1,038,712)
Deficiency of revenues
under expenditures and other
financing uses $ — — (977,131) (977,131)
Fund balance at the beginning of year 3,048,996
Cancellation of unexpended prior year encumbrances 80,520
Decrease in reserve for encumbrances (457,594)
Fund balance at end of year $ 1,694,791

See accompanying note to required supplementary information.
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Exhibit VIII
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)
Required Supplementary Information
Schedule of Funding Progress (unaudited)
Year ended June 30, 2005
The Schools’ nonprofessional employees:
Unfunded
(overfunded)
Actuarial actuarial UAAL as a
Actuarial Actuarial accrued accrued percentage
valuation value of liability liability Funded Covered of covered
date assets (AAL) (UAAL) ratio payroll payroll
June 30, 2004 $ 7,729,691 7,821,620 91,929 98.8% $ 3,257,324 2.8%
June 30, 2003 7,552,928 7,229,043 (323,885) 104.5% 2,951,958 (11.0)%
June 30, 2002 7,471,272 6,893,758 (577,514) 108.4% 3,018,705 (19.1)%
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Exhibit IX

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of the James City County, Virginia)

Note to Required Supplementary Information
Year ended June 30, 2005

Budgetary Data

The budgetary data reflected in the required supplementary information was established by the Schools
using the following procedures:

(@)

(b)

(©

(d)

(¢

®

(h)

The Superintendent submits a proposed budget for the General Fund to the School Board, usually in
January of each year. Budget schedules and deadlines are developed annually.

Following public hearing on the budget and Board discussion, the School Board adopts its annual
budget for the General Fund and forwards it to the governing bodies for consideration, usually in
March of each year.

The School Board makes any adjustments required to its adopted budget for the General Fund as a
result of the actions of the governing bodies and adopts an amended budget.

The governing bodies appropriate the monies identified and budgeted by the School Board, as set
forth in the Schools’ amended budget.

For the General Fund, which has an annual adopted budget, the School Board is authorized to make
transfers between budgetary line items; however, revisions that alter the total appropriations of the
budget must be approved by the James City County Board of Supervisors and the Williamsburg City
Council. Therefore, the legal level of budgetary control, that level where expenditures may not
exceed appropriations in total, for the General Fund is the fund level.

An encumbrance system is used to monitor purchases and contractual commitments during the fiscal
year. Open encumbrances at year end are reported as a reservation of fund balances. Encumbrances
do not constitute expenditures or liabilities of the current year. Appropriations with outstanding
commitments or encumbrances are carried forward into the following year. Unexpended,
unencumbered appropriations lapse (except for the Capital Projects Fund) and are closed to the
proper fund balances at the end of each fiscal year (June 30). The contractual agreement for funding
with the County and the City permits the Schools to retain its unreserved and undesignated fund
balance for use in subsequent fiscal years at the School Board’s discretion. There were no
supplemental appropriations approved by the Board of Supervisors or City Council during the fiscal
year.

The General Fund is the only governmental fund that has a legally adopted annual budget. The
budget is adopted on a basis consistent with accounting principles generally accepted in the United
States of America (GAAP), except that encumbrances are included as budgetary expenditures.

Program and project budgets are adopted for the Schools’ Fund Services Fund and the Capital
Projects fund. The Capital Projects budget is adopted on a project basis by the Board of Supervisors
and the City Council upon the School Board’s recommendation. The accounting, encumbering and
controlling of funds for capital projects are based on the project length of each individual project
which may be over several years. Since the budgets are not legally adopted, they are not included in
the budget to actual comparisons.
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STATISTICAL SECTION
(UNAUDITED)

Notes to the Statistical Tables:

Except for obligations under capital leases and early retirement plan, Williamsburg-James City County
Public Schools do not have a liability for any long-term debt nor do the Schools have any legal debt
margin. The Schools do not have the authority to levy taxes or issue bonded debt in its name.

Tables I through XVI pertain to James City County, of which the Williamsburg-James City County Public
Schools is a component unit.
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Table V
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

County Comparative Statements of Revenues, Expenditures, Transfers, and
Changes in General Fund Balance for Fiscal Years Ending June 30

2001 2002 2003 2004 2005
Revenues:
General property taxes $ 57,520,214 60,271,928 64,932,615 68,743,915 73,731,983
Other local taxes 13,711,689 14,368,190 14,948,074 15,297,039 17,955,400
Licenses, permits, and fees 5,333,067 5,788,162 6,241,266 7,233,545 7,746,142
Fines and forfeitures 176,803 203,714 240,353 288,221 301,204
Use of money and property 1,962,869 1,195,831 681,355 288,567 574,902
Revenue from the Commonwealth 15,404,256 17,755,839 17,870,110 18,471,484 20,128,115
Charges for services 2,328,716 2,680,879 3,232,690 3,486,006 3,501,772
Revenue from the federal government 222,352 323,715 183,259 32,061 107,880
Miscellaneous 192,501 300,818 183,661 116,844 150,352
Total revenues 96,852,467 102,889,076 108,513,383 113,957,682 124,197,750
Expenditures:
General government 1,794,712 1,994,679 2,162,361 2,444,188 2,381,971
Financial administration 2,395,405 2,571,534 4,670,791 4,758,701 4,719,051
Community environmental services 7,980,241 8,710,444 9,029,558 9,164,073 10,564,351
Community personal services 7,339,523 7,960,790 8,683,802 8,882,615 9,392,205
Education 42,953,127 46,050,774 49,505,679 52,556,412 55,459,098
Administration of justice 2,550,406 3,415,489 3,078,719 3,050,448 3,125,975
Pubhc safety 11,837,816 12,763,826 14,732,748 14,773,572 16,271,208
Nondepartmental 25,886 831 824,886 626,983 785,865
Total expenditures 76,877,116 83,468,367 92,688,544 96,256,992 102,699,724
Excess of revenues
over expenditures 19,975,351 19,420,709 15,824,839 17,700,690 21,498,026
Other financing sources (uses):
Operating transfers out (14,280,344) _ (21,075,787) (17,725,145) (14,719,093) (15,213,857)
Total other financing uses (14,280,344) ~ (21,075,787) (17,725,145) (14,719,093) (15,213,857)
Excess (deficiency) of
revenues over (under)
expenditures and other uses 5,695,007 (1,655,078) (1,900,306) 2,981,597 6,284,169
Fund balance at beginning of year 19,574,296 25,269,303 23,614,225 21,713,919 24,695,516
Fund balance at end of year $ 25,269,303 23,614,225 21,713,919 24,695,516 30,979,685

Note: The beginning fund balance of fiscal year 2001 was restated as a result of the implementation of GASB Statement No. 33, Accounting
and Financial Reporting for Nonexchange Transactions.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)

Assessed and Estimated Actual Value of Taxable Property

Last Ten Fiscal Years

Table VII

Real property

and public Personal

services property

assessed assessed

value as a value as a

percentage percentage
Fiscal Real Personal Public of estimated of estimated
year property property services Total actual value actual value
1996 $ 3,115,601,694 359,787,791 128,984,942 3,604,374,427 100.00% 100.00%
1997 3,443,111,310 391,877,787 132,276,794 3,967,265,891 100.00% 100.00%
1998 3,650,018,119 399,249,984 140,757,498 4,190,025,601 100.00% 100.00%
1999 3,901,523,500 422,071,919 140,747,498 4,464,342,917 100.00% 100.00%
2000 4,185,440,000 500,618,775 145,841,491 4,831,900,266 100.00% 100.00%
2001 4,585,882,700 583,751,601 150,801,630 5,320,435,931 100.00% 100.00%
2002 4,983,279,400 599,119,465 163,054,266 5,745,453,131 100.00% 100.00%
2003 5,457,560,000 602,841,268 165,415,976 6,225,817,244 100.00% 100.00%
2004 6,024,565,600 614,647,310 163,577,218 6,802,790,128 100.00% 100.00%
2005 6,781,199,400 639,376,935 154,833,875 7,575,410,210 100.00% 100.00%

Source: Real Estate Assessments and Commissioner of the Revenue, James City County
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Table VIII
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Property Tax Rates (1)

Last Ten Fiscal Years

Assessed
Fiscal Real Personal % NADA
year estate property loan value
1996 0.840 4.00 100%
1997 0.870 4.00 100%
1998 0.870 4.00 100%
1999 0.870 4.00 100%
2000 0.870 4.00 100%
2001 0.870 4.00 100%
2002 0.870 4.00 100%
2003 0.870 4.00 100%
2004 0.860 4.00 100%
2005 0.825 4.00 100%

(1) Per $100 of assessed value
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Ratio of Net General Bonded Debt to Assessed Value and Net Bonded Debt Per Capita

Table IX

m
@
(3

(
®

Last Ten Fiscal Years
(&) Ratio of net
Less: general
3@ Debt obligation Net
(¢))] Gross service Net debt to bonded
Fiscal ) Assessed bonded monies bonded assessed debt per
year Population value debt available debt value capita
1996 42,530 $ 3,604,374,427 71,761,970 8,560,525 63,201,445 0.0175 1,486
1997 44,019 3,967,265,891 86,562,168 9,042,174 77,519,994 0.0195 1,761
1998 45,998 4,190,025,601 82,453,641 8,845,164 73,608,477 0.0176 1,600
1999 47,451 4,464,342,917 96,974,872 9,274,567 87,700,305 0.0196 1,848
2000 ©6) 47,445 4,831,900,266 93,514,706 9,562,069 83,952,637 0.0174 1,769
2001 49,256 5,320,435,931 88,685,429 9,791,477 78,893,952 0.0148 1,602
2002 50,858 5,745,453,131 83,781,382 9,573,068 74,208,314 0.0129 1,459
2003 52,303 6,225,817,244 80,537,541 9,686,080 70,851,461 0.0114 1,355
2004 53,952 6,802,790,128 75,247,759 9,300,903 65,946,856 0.0097 1,222
2005 56,463 7,545,410,210 109,465,708 10,686,133 98,779,575 0.0131 1,749

Center for Public Service at the University of Virginia and Planning Department

From Table V

Includes all long-term general obligation bonded debt, Bond Anticipation Notes, and Literary Fund loans
Includes General Obligation Debt payable from enterprise revenues

From Table VIII

The population estimate formula was revised in 2000 to reflect information from the 2000 census.
Average household size decreased from 2.6 to 2.47 and the vacancy rate decreased from 9.5% to 8.5%.
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Table X

WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)

Ratio of Annual Debt Service Expenditures for General Bonded Debt (1) to

Total General Governmental Expenditures (5)

Last Ten Fiscal Years

1)

@)
(3)
(4)
®)

Ratio of
3 debt service
“) Total to general
Total general debt to

2) debt governmental governmental

Fiscal year Principal Interest service expenditures expenditures
1996 $ 2,576,698 3,594,395 6,171,093 72,110,801 0.0856
1997 4,075,636 4,188,639 8,264,275 80,469,144 0.1027
1998 4,189,360 4,655,804 8,845,164 85,269,633 0.1037
1999 4,698,769 4,575,798 9,274,567 96,073,705 0.0965
2000 4,679,232 4,882,837 9,562,069 103,640,879 0.0923
2001 4,829,277 4,962,200 9,791,477 110,168,556 0.0889
2002 4,904,047 4,669,021 9,573,068 126,110,078 0.0759
2003 5,442,903 4,243,177 9,686,080 133,771,807 0.0724
2004 5,414,782 3,886,121 9,300,903 142,379,879 0.0653
2005 6,411,051 4,275,082 10,686,133 154,634,945 0.0691

General obligation bonds reported in the enterprise funds and special assessment debt with

government commitment have been excluded
Excludes bond issuance and other costs

From Table I

The County has no overlapping debt
Restated for years 1996 to 1997
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Revenue Bond Coverage
James City Service Authority

Last Ten Fiscal Years

Table XI

[4)) [¢3) Net revenue 3)
Fiscal Gross Operating available for Debt service requirements
year revenue expenses debt service Principal Interest Total Coverage
1996 6,306,006 4,094,501 2,211,505 — — — 0.00%
1997 6,144,475 4,255,789 1,888,686 — — — 0.00%
1998 6,894,579 5,192,324 1,702,255 — — — 0.00%
1999 7,518,100 4,928,559 2,589,541 — — — 0.00%
2000 8,489,573 6,018,181 2,471,392 — — — 0.00%
2001 12,047,519 5,679,512 6,368,007 — — — 0.00%
2002 12,390,547 7,394,450 4,996,097 — — — 0.00%
2003 12,390,749 6,587,651 5,803,098 435,000 60,969 495,969 8.55%
2004 13,942,677 7,128,622 6,814,055 825,000 482,695 1,307,695 19.19%
2005 16,307,719 7,743,365 8,564,354 840,000 541,881 1,381,881 16.14%

(1) Total revenues (including interest) exclusive of water and sewer facility fees for years 1993 through 2000.
Upon implementation of GASB Statement No. 33 at July 1, 2000, the Authority began recording

water and sewer facility fees as nonoperating revenues.

(2) Total operating expenses (including interest) exclusive of depreciation

(3) The Authority has no debt margin nor overlapping debt.
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Table XII1
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

List of Principal Taxpayers

Fiscal Year 2005
Property Percent of
taxes County

assessed total
1.  Anheuser-Busch, Inc. $ 4,738,877 5.72%
2.  Busch Entertainment, Inc. 1,293,499 1.56%
3. Busch Properties, Inc. 736,357 0.89%
4.  Wal-Mart 733,672 0.89%
5. Powhatan Associates 685,241 0.83%
6. Ball-Metal Container 602,190 0.73%
7.  Virginia Electric and Power 590,997 0.71%
8.  Williamsburg Outlets, LLC 517,505 0.62%
9. Williamsburg Landing 471,723 0.57%
10. Owens-Brockway 460,738 0.56%
11. Marriot Ownership Resort, Inc. 453,559 0.55%
12. Williamsburg Plantation 337,678 0.41%
Total $ 11,622,036 14.04%

Source: Commissioner of the Revenue, James City County
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Principal Employers in James City County
Fiscal Year 2005

Employment:
Principal Public and Private Employers:

1000+ employees:
Anheuser-Busch, Inc.
Busch Gardens
Williamsburg-James City County Public Schools
Eastern State Hospital

500-999 employees:
Busch Properties, Inc.
James City County

250-499 employees:
Williamsburg Plantation, Inc.
Jamestown-Yorktown Foundation
Williamsburg Landing, Inc.
Wal-Mart Distribution Center

Source: Economic Development, James City County
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Table XV
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Demographic Statistics

Households and Population
(Sources: Social Services Department and Planning Department)

Percent of
Food stamp Total food stamp
households households households
Year:
1996 1,018 16,163 6.3
1997 913 16,676 5.5
1998 717 17,275 42
1999 624 18,154 35
2000 614 18,834 33
2001 650 19,563 33
2002 666 20,224 33
2003 696 20,796 33
2004 773 21,500 36
2005 881 22,531 39
Population
(Source: U.S. Census)
Population Percent
number increase
Year:
1940 4,907 26.5
1950 6,317 28.7
1960 11,539 82.7
1970 17,853 54.7
1980 22,763 27.5
1990 34,859 53.1
2000 48,102 38.0
Age Distribution
1960 % 1970 % 1980 % 1990 % 2000 %
Age:
0-14 3,594 311 5,226 293 5008 20 7211 207 9,254 19.2
15-19 897 7.8 1,448 81 2276 100 2,147 62 2,838 59
20-29 1,496 130 2915 163 3,870 170 5330 153 — 0.0
20-34 * — 0.0 —_ 0.0 — 0.0 — 00 7,484 15.6
30-44 2,559 22 3,112 178 4,780 210 8901 25.5 — 0.0
3544 * — 0.0 — 0.0 — 0.0 — 00 7,866 16.4
45-64 2,263 196 3,531 198 5235 230 7,255 208 12,563 26.1
65+ 730 63 1,561 87 1,594 70 4015 115 8,097 16.8

11,539 100.0 17,853 100.0 22,763 100.0 34,859 100.0 48,102 100.0

*New categories, as defined by U.S. Bureau of the Census
Source: U.S. Bureau of the Census
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)

Demographic Statistics

Households and Population

(Sources: Planning Department Supplemented by Data from U.S. Census)

Year:
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

Unemployment Rate and Labor Force

Year:
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

Table XV

Total
Number of households Persons per
households population* household

15,677 40,761 2.60

16,163 40,025 2.60

16,674 43,352 2.60

17,370 45,161 2.60

17,926 46,608 2.60

18,834 46,521 247

19,495 48,153 247

20,553 50,716 247

21,160 52,266 247

22,095 54,573 247

Labor Unemployment
force Employed Unemployed percentage

20,522 19,953 569 2.8
21,397 20,781 616 2.9
22,843 22,319 524 23
24,387 23,960 427 1.8
24,330 23,844 486 2.0
25,410 25,103 307 1.2
25,562 25,015 547 2.1
28,453 27,759 694 24
29,189 28,462 727 2.5
26,419 25,580 839 32

* Household population is total population less population of institutions, such as Eastern State Hospital, a state

mental facility.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

Married Couple Returns*
(% Distribution of Returns by AGI)

Virginia

(Component Unit of James City County, Virginia)

Demographic Statistics

(2002 Total number of returns equal 1,333,692)

AGI in $000’s

Table XV

Median 0-9.9 10-19.9 20-29.9 30-39.9 40+ Total
Year:
1993 $ 41,582 10.0% 12.1% 12.8% 13.2% 52.0% 100%
1994 42,577 9.9% 11.9% 12.4% 12.8% 53.0% 100%
1995 43,869 11.2% 10.8% 11.5% 12.1% 54.4% 100%
1996 45,482 11.6% 10.1% 10.8% 11.4% 56.1% 100%
1997 48,078 10.8% 9.4% 10.2% 10.8% 58.8% 100%
1998 50,849 10.1% 8.7% 9.7% 10.3% 61.2% 100%
1999 53,745 9.6% 8.2% 9.1% 9.7% 63.4% 100%
2000 56,530 9.4% 7.7% 8.6% 9.2% 65.1% 100%
2001 57,619 9.4% 7.5% 8.4% 8.9% 65.8% 100%
2002 57,924 9.8% 7.5% 8.3% 8.8% 65.6% 100%
James City County
(2002 Total number of returns equals 12,601)
AGI in $000’s
Median 0-9.9 10-19.9 20-29.9 30-39.9 40+ Total
Year:
1993 47,857 7.4% 9.5% 11.1% 12.1% 59.9% 100%
1994 48,034 7.8% 9.3% 11.1% 11.9% 59.9% 100%
1995 49,177 9.9% 9.0% 9.8% 10.8% 60.5% 100%
1996 50,459 10.4% 8.4% 9.2% 10.7% 61.3% 100%
1997 55,547 9.3% 7.6% 8.2% 9.2% 65.7% 100%
1998 58,273 8.5% 7.1% 7.8% 8.8% 67.8% 100%
1999 61,315 7.8% 6.4% 7.4% 8.6% 69.8% 100%
2000 63,945 7.6% 6.2% 6.9% 8.2% 71.1% 100%
2001 63,491 8.3% 6.2% 6.8% 8.3% 70.4% 100%
2002 61,999 9.1% 6.6% 7.2% 8.5% 68.6% 100%

* Number of returns adjusted by counting two married separate returns as equivalent to one married return.

(Source: Weldon Cooper Center for Public Service, University of Virginia)
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)

Retail Sales
Last 10 Years
(Source: Treasurer, James City County)

Year:
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Business Licenses Issued
Last 10 Years

Miscellaneous Statistics

(Source: Commissioner of the Revenue, James City County)

Year:
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
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Table XVI

Taxable Percent
retail sales change
493,704,000 13.7%
496,150,800 0.5%
567,112,700 14.3%
606,084,800 6.9%
644,192,700 6.3%
673,000,700 4.5%
660,603,800 (1.8)%
678,016,200 2.6%
679,508,600 0.2%
763,697,400 12.4%
Business
licenses Percent
issued change
2,459 3.5%
2,488 1.2%
2,868 15.3%
3,387 18.1%
3,573 5.5%
3,783 5.9%
3,954 4.5%
4,099 3.7%
4,696 14.5%
4,967 5.8%

(Continued)



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)

Miscellaneous Statistics

Williamsburg-James City County Public Schools

Staffing Analysis

School year:
2005-06
2004-05
2003-04
2002-03
2001-02
2000-01
1999-00
1998-99
1997-98
1996-97

Projected Enrollment

2005
2006
2007
2008
2009

Table XVI

Source: Williamsburg-James City County Public Schools
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Staff Pupil-teacher
teachers Pupils ratio

463.3 9,402 20.3
441.5 8,959 20.3
438.3 8,553 19.5
441.0 8,407 19.1
433.5 8,324 19.2
425.0 8,218 19.3
410.2 8,115 19.8
401.2 8,025 20.0
380.3 7,784 20.5
365.7 7,494 20.5

9,711

10,051

10,364

10,647

10,896

(Continued)



WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)

Miscellaneous Statistics

Public Facilities

(Source: Facilities Management, James City County)

Fire stations
Recreation areas
Community recreation centers

County and school maintained athletic fields:
Ball fields maintained
Tennis courts maintained

Listing of current County facilities:
Williamsburg Regional Library
James City County Library
Government Center
Human Services Center
Law Enforcement Center
Emergency Operations Center
Video Center
Maintenance Garage

Williamsburg-James City County Public Schools

Listing of current school facilities:
Elementary (K-5):

Clara Byrd Elementary School
James River Elementary School
Matthew Whaley Elementary School
D.J. Montague Elementary School
Norge Elementary School
Rawls Byrd Elementary School
Stonehouse Elementary School

Middle (6-8):
Berkeley Middle School
James Blair Middle School
Toano Middle School

High (9-12):
Lafayette High School
Jamestown High School

Williamsburg-James City County Schools Operations Center
Williamsburg-James City County Schools Administrative Office (Building D)
Norge Early Educational Center — Pre-School Facility

Center for Educational Opportunities (Alternative Ed)

Table XVI

5
333 acres
2
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Table XVII
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS :
(Component Unit of James City County, Virginia)

Changes in Student Membership Throughout School Year

Last Ten Fiscal Years

Average daily Annual

Fiscal Membership at membership End-of-year Percent of retention
year September 30 at March 31 membership change rate

2005 9,402 9,403 9,411 0.10% 100.10%
2004 8,959 8,980 8,932 (0.30)% 99.70%
2003 8,553 8,550 8,535 021)% 99.79%
2002 8,407 8,422 8,353 (0.64)% 99.36%
2001 8,191 8,156 8,115 (0.93)% 99.07%
2000 8,156 8,049 8,006 (1.84)% 98.16%
1999 8,025 7,938 7,912 (141)% 98.59%
1998 7,784 7,734 7,649 1.73Y% 98.27%
1997 7,517 7,609 7,319 (2.63)% 97.37%
1996 7,385 7,291 7,235 (2.03)% 97.97%

Source: Data extracted from Superintendent’s Annual Report for Virginia, published by Virginia Department of Education,
Richmond, Virginia.
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Table XXIII
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Instructional Personnel Positions Per 1,000 Students in ADM

Last Ten Fiscal Years

Number of

instructional Instructional

Fiscal personnel End-of-year personnel per

year positions membership 1,000 students
2005 797.68 9,403 84.83
2004 735.67 8,932 82.36
2003 729.96 8,535 85.53
2002 720.71 8,353 86.28
2001 712.21 8,115 87.76
2000 675.94 8,006 84.43
1999 658.33 7,912 83.21
1998 603.61 7,649 78.91
1997 578.43 7,319 79.03
1996 543.83 7,235 75.17

Source: Data extracted from Superintendent’s Annual Report for Vzrgmza published by Virginia Department
of Education, Richmond, Virginia.
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Table XXIV
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)
General Statistical Information on the Transportation Program

Last Ten Fiscal Years

Fiscal Number of Number of Total
year school buses mechanics miles driven
2005 139 6 2,180,282
2004 135 6 2,189,720
2003 137 6 1,992,061
2002 137 6 2,103,869
2001 137 6 2,074,744
2000 133 6 2,098,116
1999 131 6 2,097,954
1998 123 6 2,051,268
1997 116 6 1,923,724
1996 110 6 1,664,723

Source: Statistics maintained in School Division’s Transportation Department and used for both internal and
external reporting purposes.
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

Schedule of Insurance Program Coverages

For the Year ended June 30, 2005

Insurance company/

Table XXX

Coverage carrier Limits Deductibles
Buildings and contents: Virginia Municipal Liability Pool $ 180,171,100 2,500
No coinsurance
Replacement cost coverage
Special causes of loss:
Flood 25,000,000 25,000
Earthquake 25,000,000 25,000
Extra expense 8,100,000 2,500
Computers Virginia Municipal Liability Pool 10,500,000 2,500
Breakdown deductible 1,000
Fine arts 10,000 2,500
While in transit 250,000 2,500
Valuable papers and records 5,000,000 2,500
Boilers and equipment Virginia Municipal Liability Pool 5,000,000 1,000
Extra expense 100,000 1,000
Flood insurance (Lafayette High School): The Hartford Fire Insurance Co.
Building 500,000 1,000
Contents 500,000 1,000
General liability: Virginia Municipal Liability Pool
Each occurrence 1,000,000 none
Fire damage legal liability 100,000 none
Medical expenses 10,000 none
Defense of certain excluded occurrences 100,000 none
Land use coverage 100,000 none
Total aggregate limits 1,000,000 none
CGL coverages include:
Corporal punishment
Medical professionals Virginia Municipal Liability Pool 1,000,000 none
Wrongful acts Virginia Municipal Liability Pool 1,000,000 none
Dishonesty bond: Fidelity and Deposit Co. of Maryland
Employee dishonesty 500,000 none
Forgery or alterations 500,000 none
Bond - Clerk of the School Board 10,000 none
Bond — Deputy Clerk of the School Board 10,000 none
Money and securities: Fidelity and Deposit Co. of Maryland 25,000 none
First two weeks of school 50,000 none
Auto and bus fleet: Virginia Municipal Liability Pool
Liability to others 1,000,000 none
Medical payments 10,000 none
Uninsured motorists:
Bodily injury per person 50,000 none
Bodily injury per accident 200,000 none
Property damage 20,000 none
Students on buses 1,000,000 none
Nonowned or hired autos 1,000,000 none
Comprehensive perils Virginia Municipal Liability Pool Actual Cash Value 1,000
Collision and upset Actual Cash Value 1,000
Hired car physical damage 100,000 1,000
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Table XXX
WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

Schedule of Insurance Program Coverages
For the Year ended June 30, 2005

Insurance company/

Coverage carrier Limits Deductibles
Buildings and contents: Virginia Municipal Liability Pool $ 180,171,100 2,500
Garage liability: Virginia Municipal Liability Pool
Liability to others $ 1,000,000 none
Damages to vehicles of others: Virginia Municipal Liability Pool
Comprehensive Actual Cash Value 250
Collision and upset Actual Cash Value 250
School Systems of Virginia Group Self Statutory none
Workers’ compensation: Insurance Association
Experience modification 0.89
Excess liability limits Virginia Municipal Liability Pool 5,000,000 none
Retention*
Excess over:
General liability
Auto and bus fleet
Wrongful acts
*The Retention applies if there is no primary coverage and the Excess Policy has to drop down and provide first dollar coverage.
Commonwealth of Virginia’s The Local Varies by
Health insurance Choice Program Varies by program program
Varies by
Dental insurance (stand-alone) Delta Dental of Virginia Varies by program program

Source: Williamsburg-James City County Public Schools, Finance Department
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS
(Component Unit of James City County, Virginia)

Miscellaneous Statistical Data on Williamsburg-James City County Schools
on School Facilities Owned by School Board as of June 30, 2005

Table XXXI

Form of Governance: Fiscally Dependent School System with elected (5 members) and appointed (2 members) School Board

Geographic Area: 176 Square Miles

Population 2000: 60,100 (Most recent statistics: 11,998 in Williamsburg as of 2000; and 48,102 in James City County as of 2000)

Student Membership (June 2005): 9,403

Original
construction Date(s) of Building area
date additions/renovations (in square feet) Acreage

Secondary schools:

Berkeley 1966 1989, 1990, 1999 114,867 19.30

James Blair 1954 1989, 1990, 1996, 1998, 2003 89,400 15.00

Toano 1992 2000 102,275 34.37

Jamestown 1997 None 193,094 80.01

Lafayette 1973 1990, 1993, 1997 202,500 50.00
Elementary schools:

Clara Byrd Baker 1989 1992, 1999, 2000 78,840 23.60

Rawls Byrd 1966 1987, 1988, 1990, 1998 95,109 12.63

D. J. Montague 1989 1997, 1999, 2000 74,500 21.00

Norge 1967 1994, 1995, 1996, 2004 99,378 20.02

Matthew Whaley 1931 1988, 1997, 1998 67,950 8.47

James River 1993 2002 71,739 24.19

Stonehouse 2000 None 83,000 26.00
Operations Center 1992 None 26,000 7.60
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WILLIAMSBURG-JAMES CITY COUNTY PUBLIC SCHOOLS

(Component Unit of James City County, Virginia)

Statistics on Federal Free/Reduced Lunch Program Participation

Table XXXIII

as of September 30, 2004
Percentage
Free Reduced Total September of
School lunch lunch count enrollment participants
Clara Byrd Baker 122 16 138 772 17.88%
Rawls Byrd 72 28 100 466 21.46%
Need Center at Rawls Byrd 6 — 6 n/a n/a
Bright Beginnings
at Rawls Byrd 17 3 20 n/a n/a
D. J. Montague 140 21 161 738 21.82%
Need Center
at D. J. Montague 5 — 5 n/a n/a
Norge 128 38 166 644 25.78%
Bright Beginnings at Norge 14 7 21 n/a n/a
Need Center at Norge 7 — 7 n/a n/a
Matthew Whaley 103 29 132 534 24.72%
James River 179 38 217 434 50.00%
Bright Beginnings
at James River 13 7 20 n/a n/a
Stonehouse 73 23 96 582 16.49%
Bright Beginnings
at Stonehouse 13 1 14 n/a n/a
Berkeley Middle 104 24 128 851 15.04%
James Blair 119 30 149 583 25.56%
Toano 154 24 178 811 21.95%
Jamestown 52 — 52 1,451 3.58%
Lafayette 47 — 47 1,536 3.06%
Total 1,368 289 1,657 9,402
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