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The Board of Supervisors
County of York, Virginia

Dear Members of the Board:

On behalf of the staff, | am pleased to submit to you York County’s Comprehensive Annual Financial
Report for the fiscal year ended June 30, 2018, as required by the Code of Virginia. The Finance
Department has prepared this report in accordance with generally accepted accounting principles
(GAAP) in the United States, the standards of financial reporting prescribed by the Governmental
Accounting Standards Board, and those of the Auditor of Public Accounts of the Commonwealth of
Virginia. Cherry Bekaert LLP, an independent certified public accounting firm, has audited the finan-
cial statements and the firm’s opinions are contained within this report.

Responsibility for both the accuracy of the presented data and the fairness of the presentation, includ-
ing all disclosures, rests with the County. As such, and after detailed review, we believe the data, as
presented, is accurate in all material respects; that it is presented in a manner designed to fairly set
forth the financial position and the results of operations of the various funds of the County; and that all
disclosures necessary to enable the reader to gain maximum understanding of the County’s financial
activity have been included.

The County government is required to undergo an annual single audit to conform with the provisions
of the Single Audit Act Amendments of 1996 and Title 2 in the Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal
Awards. Information related to this single audit, including the schedule of expenditures of Federal
awards, findings and questioned costs, and auditors’ reports on internal control and compliance with
applicable laws and regulations are included in the compliance section of this report.

As a political entity, York County provides a wide range of municipal services including general gov-
ernment administration, judicial services, public safety, management services, education, human
services, public works, and community services. In addition, the County operates and maintains a
solid waste disposal program and a sewer utility system, which service geographically dispersed
areas of the jurisdiction.

Three discretely presented component units are included in the County’s financial statements. Dis-
cretely presented component units are entities that are legally separate from the County, but for which
the County is financially accountable, or whose relationships with the County are such that exclusion
would cause the County’s financial statements to be misleading or incomplete. In York County, these
are the School Division, the Economic Development Authority (EDA), and the Marquis Community
Development Authority (MCDA).

224 Ballard Street e P.O. Box 532 e Yorktown, Virginia 23690-0532 e (757) 890-3320

Fax: (757) 890-4002 eTDD (757) 890-3621 ¢ Email: bos@yorkcounty.gov
A Hampton Roads Community
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GAAP require that management provide a narrative introduction, overview, and analysis to accompa-
ny the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement MD&A and should be read in conjunction with it. The
County’s MD&A can be found immediately following the report of the independent auditors, beginning
on page C-1 of this report.

PROFILE OF THE GOVERNMENT

York County was established in 1634 and thrived for decades as a colonial seaport. However, it is
best-known as the site of the final major battle of the American Revolution when on October 19, 1781;
British troops under the command of Lord Cornwallis surrendered to the combined American and
French forces under the leadership of General George Washington. The County is located in the
Virginia coastal plain on the peninsula formed by the James and York Rivers and the Chesapeake
Bay. It consists of 108 square miles and is bounded by James City County and the Cities of
Poquoson, Hampton, Newport News, and Williamsburg, and by the York River. The County land area
is effectively split into two distinct sections by a large area of federal landholdings, including the Coast
Guard Training Center, the Colonial National Historical Park, and the U.S. Naval Weapons Station. In
addition, the U.S. Navy's Cheatham Annex, Camp Peary, and the U.S. Air Force's Landings at
Langley Housing Complex (Langley Air Force Base) with its associated reservoir bring the total non-
taxable federal landholdings to approximately 40% of the County’s total land area. The County is
empowered to levy a property tax on both real and personal properties located within its boundaries.

York County is organized under the traditional form of government (as defined under Virginia Law),
with the elected Board of Supervisors (heretofore referred to as the Board) establishing laws and
policies for the administration of the municipality. The Board is comprised of five members: one
member from each of five districts, elected for a four-year term by the voters of the district in which the
member resides. The Board appoints a County Administrator to act as the administrative head of the
County.

York County provides a full range of services, including law enforcement and fire protection. It also is
financially accountable for the legally separate School Division, Economic Development Authority, and
the financial reporting for the Marquis Community Development Authority (discretely presented com-
ponent units as mentioned above). Additional information on each of these legally separate entities
can be found in Note 1 in the notes to the financial statements.

The annual budget serves as the foundation for the County’s financial planning and control, with all
departments and agencies required to submit requests for appropriation to the County Administrator
each November. These requests are utilized as a starting point for developing a proposed budget for
presentation to the Board for review in March. The Board is required to hold public hearings on the
proposed budget and to adopt a final budget by May 1, or within thirty days of the receipt by the Coun-
ty of the estimates of state funds, whichever shall later occur.

The budget is prepared by fund and function (e.g. public safety). The County Administrator may make
transfers of appropriations within functions. Budget to actual comparisons are provided in this report
for each individual governmental fund for which an appropriated annual budget has been adopted.
For the general fund and the tourism fund, a major special revenue fund, this comparison is presented
on pages G-2 through G-7 as part of the required supplementary information other than manage-
ment’s discussion and analysis. For governmental funds with appropriated budgets, other than the
general and tourism funds, this comparison is presented beginning on page H-4, in the other supple-
mentary information subsection of this report.
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ECONOMIC CONDITION AND OUTLOOK

The significant tourism base continues to contribute to the County’s improving financial position. The
combined effects of the Board’s fiscal stewardship, the reprieve in the decommissioning of two gener-
ating units at the Yorktown Power Station, the restoration of one-time revenue, and the prudent use of
prior-year surpluses, puts York County in a better financial position than it has experienced since
before the Great Recession. With the additional revenue from Senate Bill 942, the Amended Budget
for FY2019 reflects the priorities of investment in schools, public safety, employee compensation, and
progress in cash funding (pay-go funding) of capital projects. The FY2019 Adopted Budget amended
on July 17, 2018, continues to represent a carefully considered fiscal plan that invests in all of the
Board’s strategic priorities (see Strategic Priorities) without a tax rate increase or fee increase. In
addition, careful monitoring of revenues and expenditures ensured that the County ended the fiscal
year in sound financial condition.

STRATEGIC PRIORITIES

The Board developed the following Strategic Priorities in January of 2016 that guided and influenced
the development of the fiscal year 2019 budget and funding decisions.

1. Develop leadership and resources necessary to ensure and sustain EXEMPLARY PUBLIC
SAFETY functions.

2. Facilitate QUALITY EDUCATIONAL OPPORTUNITIES for all County citizens.

3. Facilitate QUALITY ECONOMIC DEVELOPMENT that is sensitive to community character
and the environment.

4. Institutionalize EFFECTIVE and OUTSTANDING COMMUNICATIONS and CIVIC ENGAGE-
MENT opportunities amongst and between the Board of Supervisors, citizens, boards and
commissions, and County staff.

5. Instill EXCELLENT CUSTOMER SERVICE as an organizational value, expectation, and out-
come.

6. Protect and respect the County’s natural and built attributes through balanced and cost-
effective ENVIRONMENTAL STEWARDSHIP.

Specific budgetary initiatives that relate to the Priorities include: increased funding to support the
School Division; employee compensation adjustments; support for Fire and Life Safety, Sheriff, and
Emergency Communications operations and initiatives; support for customer service; and allowing
more projects to be cash-funded rather than debt-financed and supporting all strategic priorities
through much-needed investments in capital assets, information technology enhancements, and
infrastructure.

Operations

The Comprehensive Plan, Charting the Course to 2035, is the long-range plan for the physical devel-
opment of the County. The plan was adopted in September 2013 after an extensive review process
involving citizens and civic and business groups, the Planning Commission, and the Board of Super-
visors. The goals and implementation strategies set out in the Comprehensive Plan also inform and
influence the budget, as well as various County programs and operations. For example, the Econom-
ic Development Authority’s focus on revitalization of strategic development nodes on the Route 17
corridor is consistent with objectives identified in the Comprehensive Plan. Other initiatives that link
back to the Comprehensive Plan include development management that encourages a balance of
quality residential and commercial growth, financial and cooperative services support for the
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County’s School Division, and a capital improvements program that devotes significant resources to
public safety (emergency response and emergency communications) and utility infrastructure im-
provements (sewer, water and stormwater management). The next 5-year review process for the
Comprehensive Plan has begun and will continue through 2019.

Economic Development

During Fiscal Year 2018, the Board of Supervisors re-affirmed its commitment to economic develop-
ment by adopting the following as one of its six Strategic Priorities — Facilitate QUALITY ECONOMIC
DEVELOPMENT that is sensitive to community character and the environment. In support of this
objective, the Economic Development Authority (EDA), the Office of Economic Development (OED),
and the entire County organization pursued and made significant strides on several initiatives, includ-

ing:

¢ Rt. 17 Revitalization Program. This program officially endorsed and authorized by the Board
features a property acquisition element aimed at stimulating private investment in unique res-
taurant or retail offerings in the corridor. Targeted properties, once acquired, will be utilized to
leverage parcel assemblage and development. The EDA acquired two parcels located at 7120
and 7124 George Washington Memorial Highway in April 2017. One year later, the EDA began
negotiating a Letter of Intent (LOI) for a unique restaurant development on the combined prop-
erties. At the conclusion of the fiscal year, the LOI was being finalized with the property closing
targeted for early 2019.

o Home-Based Business Support. The Office of Economic Development, in partnership with
the Economic Development Authority and York County Chamber of Commerce, co-hosted the
third Home-Based Business Resource Fair & Conference in November (coming to York County
in March 2019). This successful event boasted over 100 attendees, 15 speakers, and 20 ex-
hibitors. The conference highlighted the County’s continuing focus on nurturing and growing its
extensive home-based business sector. Another successful effort in the entrepreneurial arena
was the 6™ annual Peninsula-wide business plan competition, START Peninsula, which was
held in FY2018 (November 2017) at the Stryker Center in Williamsburg. A total of 28 people
pitched their business ideas and three startups were awarded a combined total of $22,500 and
free space in local business incubators.

e Regional Economic Development. The Greater Williamsburg Partnership (GWP), the re-
gional economic development marketing organization for York, James City County and Wil-
liamsburg, responded to 18 prospect opportunities during FY2018, and at the end of the fiscal
year were still pursuing 11 of these leads. Currently, the three member localities are working
to consolidate the GWP within the umbrella of the Greater Williamsburg Chamber and Tourism
Alliance Business Council to enhance the effectiveness of this important regional initiative.

Development activity, which had slowed substantially in the post-recession years, rebounded strongly
in FY2018. Investment in new residential projects like Whittaker's Mill and Arbordale led to an in-
crease in residential building permit values, from $38.5 million in FY2017 to $88.7 million in FY2018.
A total of 213 single family detached homes and townhouses were permitted. This is reflective of the
continued pent-up demand for new housing in York County.
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Commercial building permit values also more than doubled in FY2018; totaling $63.3 million com-
pared to $26.3 million in FY2017. New commercial construction totaled $21.5 million significantly
contributing to the growth of the County’s tax base. A great deal of this investment was related to
healthcare, as Virginia Health Systems continued work on its new three-story assisted living addition
to the York Convalescent Center complex, and Riverside Hospital broke ground on a new Rehabilita-
tion and Convalescent Hospital off Rt. 17 in lower York County. The Snow Companies major renova-
tion of its 38,000 square foot Waller Mill Office Building also buoyed the commercial building permit
values.

In April 2018, the Peninsula and Gloucester economic development offices were awarded a GO Vir-
ginia grant of $150,000. The project working group, named the Peninsula Economic Resource Team
(PERT), won the grant to fund the formation of a Regional Industrial Facility Authority (RIFA), and
develop plans for an unmanned systems testing/demonstration facility, with an adjacent light industrial
park, on the former Cheatham Annex Fuel Depot site in York County. The RIFA is a milestone
achievement, as it provides the legal structure for the participating localities to share investment costs,
and the resulting tax revenue from their joint economic development efforts. The RIFA is a key first
step in promulgating meaningful, regional economic development.

Capital Improvements Program

Growth in the County’s population is projected to continue on a gradual upward trend. Along with this
growth, the County can anticipate an increased demand for government services. The County’s six-
year capital improvements program (CIP) indicates that a major emphasis will continue to be placed
on the expansion of sewer facilities, renovation and expansion of school facilities, maintenance of
buildings, emergency services and communications, and drainage improvements.

The Stormwater Maintenance Program continues to address ongoing drainage maintenance within
County easements. The Stormwater Capital Improvements Program includes: Greensprings (Stream
Restoration), Tabb Lakes/Kings Bottom, Victory Industrial Park, Goodwin Neck/Rosewood, Wormley
Creek Edgehill Outfall Culverts, Marlbank Cove Ravine, Larkin Woods (Stream Restoration), Queens
Lakes Ravines, Seige Lane, Middlewood Lane, Brightwood (Stream Restoration), Charles Brown Park
(Stream Restoration), Newport News Waterworks BMP Pond, Panther Paw (Stream Restoration),
Brick Church Road BMP Pond and In-House Stormwater Construction and Maintenance Projects.

The Upper County Newport News Waterworks Water Extension nearing completion represents a
significant investment with widespread benefits. Also, the major sewer construction project in the
Queen’s Lake subdivision and the Phase | rehabilitation projects of the Hollywood subdivision and the
Lackey area have been completed.

The York County School Division has several major building renovation and classroom addition pro-
jects planned in its six-year Capital Improvement Program. The emphasis continues to be on rein-
vesting in the system’s physical plant and incrementally increasing capacity especially at the elemen-
tary level.

Regional and Joint Cooperation
Regional Jail

Along with James City County and the Cities of Williamsburg and Poquoson, the County is a member
of the Virginia Peninsula Regional Jail Authority. The Authority was created in 1993 for the purpose of
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constructing and operating a single jail for the participating localities. The project was developed to
relieve the severely overcrowded conditions at existing facilities in the County and other jurisdictions.

Juvenile Jail Facility

A regional coalition was created involving 16 counties and 2 cities, of which the County is a voting
member, to secure a juvenile detention facility. A 48-bed facility was opened in December 1997 to
meet the demand for secure juvenile detention placements among the member jurisdictions.

Other Projects

The County continues to participate in a number of entities intended to address regional activities
such as transportation, economic development, and planning. The number of studies and planning
projects done regionally will likely increase over time as localities within Hampton Roads recognize
their shared future. The operation of the Regional Radio System includes James City County and
Gloucester County as partners and various other public and institutional participants as “tenants” on
the system. Additional investments in this state of the art system continue.

FINANCIAL INFORMATION

The County’s accounting records for general governmental operations are maintained on the modified
accrual basis. This essentially involves the recording of revenues when they become measurable and
available and the recording of expenditures when the goods and/or services are received or related
fund liability is incurred. Accounting records for the County’s enterprise (utility systems) and internal
service (motor vehicle pool and health/dental insurance) funds are maintained on the accrual basis.

In developing and evaluating the County’s accounting system, consideration is given to the adequacy
of internal accounting controls. Internal accounting controls are a system of methods, practices, and
procedures designed to provide reasonable, but not absolute, assurance regarding: (1) the safeguard-
ing of assets against loss from unauthorized use or disposition; and (2) the reliability of financial rec-
ords for preparing financial statements and maintaining accountability for assets. The concept of
reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to
be derived therefrom; and (2) the evaluation of costs and benefits requires estimates and judgments
by management.

All internal accounting control evaluations occur within the above framework. We believe that our
system of internal accounting control adequately safeguards assets and provides reasonable assur-
ance for the proper recording of financial transactions. Budgetary controls are maintained to ensure
compliance with the budget approved by the Board of Supervisors. The approved budget is used as a
tool to monitor general government expenditures within the limits adopted by the Board. Encum-
brances are used to reserve a portion of the applicable appropriation for purchase orders, contracts,
and commitments of the County. Open encumbrances are reported in the governmental funds as a
component of restricted, committed, and assigned fund balances, as applicable, at year-end.
POLICIES/SIGNIFICANT CHANGES

The Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions, is effective for fiscal year 2018 financial
reporting. Accordingly, the County’s net OPEB liability and its proportionate share of OPEB expense
appear as line items in the FY2018 CAFR. In addition, disclosures have been made about the Coun-
ty’s financial reporting for postemployment benefits other than pensions.
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In FY2018, York County staff attended training for the new financial software system, Munis offered
by Tyler Technologies. Shortly after the close of FY2018, Phase | went “live” for the County, School
Division and Colonial Behavioral Health. Phase | included the chart of accounts, general ledger,
projects and grants, procurement, accounts payable, cash management, fixed assets, accounts
receivable, and general billing. Recently, the County held the official kick-off of Phase Il (Human
Resources and Payroll phase), incorporating employees from the County, Social Services, School
Division, and Colonial Behavioral Health.

INDEPENDENT AUDIT

The Code of Virginia and the Commonwealth’s Auditor of Public Accounts require an annual audit of
the books of account, financial records, and the transactions of all administrative departments, agen-
cies, and activities of the County by an independent certified public accountant selected by the Board
of Supervisors. This requirement has been complied with and the report of independent auditors has
been included in the financial section of this report.

In addition to meeting the requirements set forth in State statutes and regulations, the audit was also
designed to meet the requirements of the Single Audit Act Amendments of 1996 and Title 2 in the
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles
and Audit Requirements for Federal Awards. The reports of the independent auditors that relate spe-
cifically to the single audit are also included in the compliance section of this report.

CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers’ Association of the United States and Canada (GFOA) awarded the
Certificate of Achievement for Excellence in Financial Reporting to York County for its Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2017. This was the 32nd con-
secutive year that the County has achieved this prestigious award. In order to be awarded a Certifi-
cate of Achievement, a government unit must publish an easily readable and efficiently organized
CAFR. This report must satisfy both accounting principles generally accepted in the United States of -
America and applicable legal requirements. A Certificate of Achievement is valid for a period of one
year only. We believe that our current CAFR continues to meet the Certificate of Achievement Pro-
gram requirements, and we are submitting it to the GFOA to determine its eligibility for another certifi-
cate.

DISTINGUISHED BUDGET PRESENTATION

The GFOA presented a Distinguished Budget Presentation Award to York County for its annual budg-
et for the fiscal year beginning July 1, 2017. This was the 15" consecutive year that the County has
achieved this prestigious award. In order to receive this award, a governmental entity must publish a
budget document that meets program criteria as a policy document, as an operations guide, as a
financial plan, and as a communications device. This award is valid for a period of one year only. We
believe that our current budget continues to conform to program requirements and it has been submit-
ted to the GFOA to determine its eligibility for another award.
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-‘ Cherry Bekaert™

Report of Independent Auditor

To the Honorable Members of the Board of Supervisors
County of York, Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the County of York, Virginia (the “County”), as of and for the year ended June 30, 2018, and
the related notes to the financial statements, which collectively comprise the County’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America, the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States, and the Specifications for Audits of Counties, Cities, and Towns, issued by the Auditor of
Public Accounts of the Commonwealth of Virginia. Those standards and specifications require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the County of York, Virginia,
as of June 30, 2018, and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the United States of
America.
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Change in Accounting Principle

As described in Note 14 to the financial statements, the County adopted new accounting guidance,
Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, effective July 1, 2017. Our opinions are not modified with
respect to this matter.

OTHER MATTERS

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and required supplementary information, as listed in the table of contents, be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The Introductory Section, Other Supplementary Information
and Statistical Section, as listed in the table of contents, are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also
not a required part of the basic financial statements.

The Other Supplementary Information and the schedule of expenditures of federal awards are the responsibility
of management and were derived from and relate directly to the underlying accounting and other records used
to prepare the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, this
information is fairly stated in all material respects in relation to the basic financial statements as a whole.

The Introductory and Statistical Sections have not been subjected to the auditing procedures applied in the audit

of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 30, 2018
on our consideration of the County’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is solely 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 effectiveness of the County’s
internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the County’s internal control over financial
reporting and compliance.

O/nm%&mzw:t J P

Virginia Beach, Virginia
November 30, 2018
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the County of York's (the "County's") comprehensive annual financial report presents
management’s discussion and analysis of the County's financial performance during the fiscal year
ended June 30, 2018. Please read it in conjunction with the transmittal letter on pages A-1 through A-7
at the front of this report and the County's basic financial statements, which begin on page D-1.

FINANCIAL HIGHLIGHTS FOR FISCAL YEAR 2018 (FY2018)

» The assets and deferred outflows of resources of the County on a government-wide basis,
excluding component units, exceeded its liabilities and deferred inflows of resources as of June
30, 2018 by $157,101,317 (net position). Under Virginia law, School Divisions hold title to all
school property and local governments incur financial obligations for school property. The
assets are reported on the School Division’s Statement of Net Position and the related debt is
reported on the County’'s Statement of Net Position. Consequently, the County reports
$69,812,399 in school debt without the related assets.

» The County’s total net position increased by $7,948,647. Governmental activities increased by
$3,691,927, primarily due to reductions in recording liabilities for pension obligations offset by
recording liabilities for OPEB obligations and an increase in property tax revenues. Business-
type activities increased by $4,256,720, mainly attributable to increases in charges for services
and capital contributions.

= As of June 30, 2018, the County’s governmental funds reported combined ending fund balances
of $71,354,800, an increase of $5,348,194 from the prior year. Unassigned fund balance
totaled $13,093,061 and is available for spending at the County’s discretion. This amount
reflects a General Fund unassigned fund balance of $17,040,240, or 13.8% of total General
Fund expenditures and an unassigned fund deficit of $3,947,179 in the Yorktown Capital
Improvements Fund, attributable to a long-term advance payable to another fund.

= The County’s net OPEB liability, net pension liability and noncurrent liabilities at June 30, 2018
were $145,756,673, which is a decrease of $100,075 from the prior year. The key factors in this
decrease was a reduction in the net pension liability offset by the increase for the GASB 75
requirement to report the net OPEB liability, the issuance of new debt for the School Division
capital projects and the issuance of new debt for fire apparatus, Grafton fire station and Carver
Gardens.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Comprehensive Annual Financial Report consists of three (3) sections: introductory, financial and
statistical. The financial section includes the basic financial statements consisting of three components:
1) Government-wide financial statements; 2) Fund financial statements; and 3) Notes to the basic
financial statements. Required Supplementary Information as well as Other Supplementary Information
is included in addition to the basic financial statements.

Government-wide Statements - The government-wide financial statements are designed to provide
the reader with a broad overview of the County's finances, in a manner similar to a private-sector
business. One of the most frequently asked questions about the County's finances is, "Is the County as
a whole better off or worse off as a result of this year's activities?" The Statement of Net Position and
the Statement of Activities report information about the County as a whole and about its activities in a
way that helps answer this question. These statements include all of the assets and liabilities using the
accrual basis of accounting, which is similar to the accounting used by most private-sector companies.
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All of the current year's revenues and expenses are taken into account regardless of when cash is
received or paid.

These two statements report the County's net position and the changes in them. One can think of the
County's net position - the difference between assets + deferred outflows of resources less liabilities +
deferred inflows of resources - as one way to measure the County's financial health or financial
position. Over time, increases or decreases in the County's net position is one indicator of whether its
financial health is improving or deteriorating. However, other non-financial factors will need to be
considered, such as changes in the County property tax base, to assess the overall health of the
County.

In the Statement of Net Position and the Statement of Activities, the County is divided into three kinds
of activities:

= Governmental activities - Most of the County's basic services are reported here, including
general government, judicial services, public safety, management services including finance
and planning, education, human services, public works, and community services. Property
taxes, other local taxes, and state and federal grants finance most of these activities.

= Business-type activities - The County charges a fee to customers to help cover the majority of
the costs of services it provides. The County's water and sewer utilities, solid waste, Yorktown
operations, the two Sanitary Districts, and Regional Radio System operations are reported here.

= Component units - The County includes three separate legal entities in its report - the York
County School Division, the Economic Development Authority of York County and the Marquis
Community Development Authority. Although legally separate, the County is financially
accountable for the School Division and the Economic Development Authority component units
and provides operating and capital funding. The County provides the financial reporting for the
Marquis Community Development Authority.

The government-wide financial statements can be found on pages D-1 through D-2 of this report.

Fund Financial Statements - Traditional users of government financial statements will find the fund
statement presentation more familiar, although the focus is only on the County's most significant funds.
The County uses fund accounting to ensure and demonstrate compliance with finance related legal
requirements.

The County has three kinds of funds:

= Governmental funds - Most of the County's basic services are reported in governmental funds,
which focus on (1) how cash and other financial assets that can readily be converted to cash
flow in and out; and (2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed, short-term view of the
County's general government operations and the basic services it provides.




Governmental fund information helps the reader determine whether there are more or fewer
financial resources that can be spent in the future to finance the County's programs. Because
this information does not address the long-term focus of the government-wide statements,
additional information is provided after the governmental funds statements that explains the
relationship (or differences) between the fund financial statements and the government-wide
financial statements. The basic governmental fund financial statements can be found on pages
E-1 through E-4 of this report. The County maintains eleven individual governmental funds.
Information is presented separately in the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances for the
General Fund, Tourism Fund, Yorktown Capital Improvements Fund, County Capital Fund and
Education Debt Service Fund, all of which are considered to be major funds.

Data from the other six governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these non-major governmental funds is provided
in the form of combining statements on pages H-2 through H-6 of this report.

Proprietary funds - Services for which the County charges customers a fee are generally
reported in proprietary funds. Proprietary funds, like the government-wide statements, provide
both long and short-term financial information.

In fact, the County's enterprise funds (one type of proprietary fund) are its business-type
activities, but the fund financial statements provide more detail and additional information, such
as cash flow. The basic proprietary fund financial statements can be found on pages E-5
through E-7 of this report. The County maintains eight individual enterprise funds. Information
is presented separately in the proprietary fund statement of net position, the proprietary fund
statement of revenues, expenses and changes in fund net position and the proprietary fund
statement of cash flows for the Sewer Utility Fund, which is a major fund. Data for the other
seven enterprise funds are combined into a single, aggregated presentation. Individual fund
data for each of these non-major enterprise funds is provided in the form of combining
statements on pages I-2 through I-4 of this report.

During fiscal year 2018, the County used two internal service funds (the other type of proprietary
fund) to report activities that provide supplies and services for the County's other programs and
activities. The Vehicle Maintenance Fund provides for the accumulation of resources to replace
capital equipment and maintenance services for the County's vehicle fleet and the Health and
Dental Insurance fund provides for the revenues and expenses of the health and dental
programs. The internal service funds are presented as a separate column in the proprietary
fund financial statements, on pages E-5 through E-7 of this report. Individual fund data for each
of these internal service funds is provided in the form of combining statements on pages J-2
through J-4 of this report.

Fiduciary funds — The County's fiduciary activities are reported in an Other Postemployment
Benefit Trust Fund and agency fund statements of fiduciary net position and changes in
fiduciary net position. The County excludes these activities from the County's government-wide
statements because the County cannot use these assets to finance its operations. The OPEB
Trust Fund is irrevocable and agency funds are County custodial funds used to provide
accountability of client monies for which the County is the custodian. The OPEB Trust Fund
accounts for future benefits payable for eligible retirees of the County towards health insurance
coverage in a plan sponsored by the County.

The Statement of Fiduciary Net Position and Statement of Changes in Fiduciary Net Position
can be found on pages E-8 to E-9 of this report. Individual fund data for the agency funds is
provided in the form of combining statements on pages K-2 through K-3 of this report.
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Notes to the Basic Financial Statements - The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found on pages F-1 through F-94 of this report.

Other information - In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the County’'s General Fund and
Tourism Fund budgets and progress in funding its obligations to provide pension benefits and other
postemployment benefits to its employees and contributions for other postemployment benefits and for
the single-employer defined benefit pension plan of the School Division. Required supplementary
information can be found beginning on page G-2 of this report.

The combining statements for nonmajor governmental funds are presented immediately following the
required supplementary information. Combining statements can be found on pages H-2 through K-3 of
this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Summary of Statement of Net Position - As of June 30, 2018 and 2017

Governmental Activities Business-type Activities Total
Restated Restated Restated
FY2018 EY2017 FY2018 FY2017 FY2018 FY2017
Current and other assets 101,164,647 $ 94,445,763 $ 13,628,971 $ 16,476,177 114,793,618 110,921,940
Capital assets 83,738,527 84,452,019 133,227,854 127,792,845 216,966,381 212,244,864
Total assets 184,903,174 $ 178,897,782 $ 146,856,825 $ 144,269,022 331,759,999 323,166,804
Deferred outflows of resources 17,243,925 $ 19,034,055 $ 1,876,083 $ 2,011,537 19,120,008 21,045,592
Current and other liabilities 16,643,448 $ 22,272,110 $ 3,072,521 $ 4,108,969 19,715,969 26,381,079
Long-term liabilities 123,242,353 122,142,917 22,514,320 23,713,831 145,756,673 145,856,748
Total liabilities 139,885,801 $ 144,415,027 $ 25,586,841 $ 27,822,800 165,472,642 172,237,827
Deferred inflows of resources 25,910,424 $ 20,857,863 $ 2,395,624 $ 1,964,036 28,306,048 22,821,899
Net position:
Net investment in capital assets 54,032,029 $ 59,070,221 $ 114,520,731 $ 108,482,250 168,552,760 167,552,471
Restricted 8,608,459 1,979,403 117,043 105,906 8,725,502 2,085,309
Unrestricted (deficit) (26,289,614) (28,390,677) 6,112,669 7,905,567 (20,176,945) (20,485,110)
Total net position 36,350,874 $ 32,658,947 $ 120,750,443 $ 116,493,723 157,101,317 149,152,670




The County's net position totaled $157,101,317, an increase of $7,948,647. This result is comprised of
an increase of net position in governmental activities of $3,691,927, and an increase of $4,256,720 in
business-type activities. The increase in governmental activities was primarily due to reductions in
recording liabilities for pension obligations offset by recording liabilities for OPEB obligations and an
increase in property tax revenues. The increase for business-type activities was mainly attributable to
increases in charges for services and capital contributions for the sewer infrastructure. FY2017 was
restated due to the implementation of GASB Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions (additional information can be found on page F-92).

Approximately 5.5% of net position represented resources that are subject to external restrictions.
Restrictions do not significantly affect the availability of fund resources for future use. The majority of
the County's net position reflected its investment in capital assets, less any related debt used to acquire
those assets that were still outstanding. These assets are used to provide services to citizens and
consequently are not available for future spending. At June 30, 2018, the County reported an
unrestricted deficit of $20,176,945. The decrease in the unrestricted deficit of $688,439 is primarily due
to reductions in pension expense.

Under Virginia law, School Divisions hold title to all school property, except when the governing bodies
of the local government and school division agree that title may vest in the locality. Since Virginia
school divisions do not have taxing authority, local governments incur financial obligations for school
property. In June 2003, the York County Board of Supervisors passed a resolution electing not to
acquire tenancy in common of school property as allowed for under GAAP. The County borrows funds
to finance the acquisition, construction, and improvement of school property and the School Division
holds title to this property.

With the County opting out of Senate Bill 276, the asset values are reported on the School Division's
Statement of Net Position and the related debt or liability are reported on the County’s Statement of Net
Position. Consequently, the County reports $69,812,399 in school debt without the related assets.



Summary of Changes in Net Position - Years Ended June 30, 2018 and 2017

Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
Other taxes
Commonwealth of Virginia, net
Local Aid to Commonwealth
Unrestricted investment earnings
Miscellaneous

Gain on sale of capital assets
Total revenues

Expenses:

Governmental activities:
General government
Judicial services
Public safety
Management services
Education
Human services
Public works
Community services
Interest and fiscal charges on noncurrent debt

Business-type activities:
Sewer Utility
Water Utility
Solid Waste
Yorktown Operations
Sanitary Districts
Regional Radio System

Total expenses

Change in net position, before transfers
Transfers

Change in net position

Net position, beginning restated

Net position, ending

Governmental Activities Business-type Activities Total
Restated Restated Restated
FY2018 FY2017 FY2018 FY2017 FY2018 FY2017
7,930,765 $ 7,502,218 $ 19,018,138 $ 17,331,211 $ 26,948903 $ 24,833,429
11,226,226 10,845,577 291,507 290,552 11,517,733 11,136,129
2,514,487 872,828 1,719,060 1,121,944 4,233,547 1,994,772
90,382,404 88,210,050 - - 90,382,404 88,210,050
32,141,284 33,305,818 2,036,878 - 34,178,162 33,305,818
8,760,374 8,741,680 - - 8,760,374 8,741,680
650,388 248,076 93,526 63,619 743,914 311,695
115,481 43,452 19,493 35,417 134,974 78,869
35,569 - 12,222 - 47,791 -
153,756,978 149,769,699 23,190,824 18,842,743 176,947,802 168,612,442
5,589,064 6,306,951 - - 5,589,064 6,306,951
2,739,760 3,747,639 - - 2,739,760 3,747,639
34,764,761 38,241,621 - - 34,764,761 38,241,621
11,470,801 12,642,159 - - 11,470,801 12,642,159
66,176,627 64,090,647 - - 66,176,627 64,090,647
8,825,140 10,475,186 - - 8,825,140 10,475,186
8,543,538 10,544,045 - - 8,543,538 10,544,045
7,011,085 7,417,886 - - 7,011,085 7,417,886
3,308,747 2,454,107 - - 3,308,747 2,454,107
- - 10,210,063 11,886,582 10,210,063 11,886,582
- - 1,751,336 443,414 1,751,336 443,414
- - 4,252,661 4,220,250 4,252,661 4,220,250
- - 77,918 92,828 77,918 92,828
- - 418,133 418,133 418,133 418,133
- - 3,859,521 2,649,549 3,859,521 2,649,549
148,429,523 155,920,241 20,569,632 19,710,756 168,999,155 175,630,997
5,327,455 (6,150,542) 2,621,192 (868,013) 7,948,647 (7,018,555)
(1,635,528) (3,694,516) 1,635,528 3,694,516 - -
3,691,927 (9,845,058) 4,256,720 2,826,503 7,948,647 (7,018,555)
32,658,947 42,504,005 116,493,723 113,667,220 149,152,670 156,171,225
36,350,874 $ 32,658,947 $ 120,750,443 $ 116,493,723 $ 157,101,317 $ 149,152,670




Governmental Activities - For the fiscal year ended June 30, 2018, revenues from governmental
activities totaled $153,756,978. FY2017 was restated due to the implementation of GASB Statement
No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions
(additional information can be found on page F-92). The $2,172,354 increase from fiscal year 2017 in
property taxes is comprised primarily of two revenue sources: real estate and personal property tax
revenues. Real estate tax revenue, the County's largest revenue source, was $74,949,001. The
County's assessed real property tax base for calendar year 2018 was $9,103,775,170. The County's
second largest revenue source is personal property taxes, with total current year collections of
$23,547,252. The Commonwealth of Virginia provides a constant $8,741,680 as an entitlement grant
under the provisions of the Personal Property Tax Relief Act (PPTRA), which is included in the total
current year collections.

Other taxes decreased by $1,164,534 from the prior year as a result of increases in local sales and use
tax revenue, hotel and motel room tax revenue and business license taxes offset by a reduction in
restaurant food tax revenue due to the accounting for a portion of the tax being directly coded to the
Sewer Fund in FY2018, whereas, previously the tax was transferred out of the General Fund and into
the Sewer Fund.

For the fiscal year ended June 30, 2018, expenses for governmental activities totaled $148,429,523,
including the following payments to the component unit - School Division: $54,396,611 for operations
and capital projects; the component unit - Economic Development Authority: $314,160 for operations
and capital, and the component unit - Community Development Authority: $1,001,936 in incremental
taxes and special assessments. For further discussion on changes from the prior year for the
governmental funds, see page C-12.

Expenses and Program Revenues - Governmental Activities
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Revenues by Source - Governmental Activities
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Business-type Activities - Business-type activities increased the County’s net position by $4,256,720
for the fiscal year ended June 30, 2018. This increase is primarily attributable to capital contributions
and increase in charges for services revenues. The portion of the restaurant food tax revenue
applicable to the Sewer Fund is directly accounted for in this fund beginning in FY2018, whereas,
previously it was accounted for as a transfer in from the General Fund. Significant transfers include
$600,000 from the County Debt Service Fund to support the Carver Gardens water project and
$1,059,114 for the maintenance on the emergency radio system in the Regional Radio System Fund.
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Revenues by Source - Business Type Activities
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GENERAL FUND

As of June 30, 2018, the County’s governmental funds reported combined ending fund balances of
$71,354,800, an increase of $5,348,194 from the prior year. Unassigned fund balance totaled
$13,093,061 and is available for spending at the County’s discretion. Of the remainder of fund balance,
$7,298,700 is nonspendable, $8,608,459 is restricted, $19,089,517 is committed and $23,265,063 is
assigned. The General Fund is the chief operating fund of the County. At the end of the current fiscal
year, unassigned fund balance of the General Fund was $17,040,240, and total fund balance was
$46,628,594. As a measure of the General Fund's liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to total fund expenditures. Unassigned fund balance
represents 13.8% of total General Fund expenditures while total fund balance represents 37.8% of the
same amount.

During the year, the Board of Supervisors approved various budget revisions. The following chart
shows the original approved budget, the revised budget at the end of the fiscal year and the actual
amounts for both revenues and expenditures in the General Fund.



General Fund Revenue - Comparison of Budget to Actual
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The total change in General Fund final budgeted revenues were $2,200,018 or 1.6% over the original
budget. The majority of the increase was driven by federal and state grants appropriated during the

year.

The total General Fund actual revenues were $3,883,197 or 2.7% under the final budget. Significant
variances include the following:

General property taxes were moderately higher than the final budget by $356,330 or .4%, which

was primarily driven by higher than anticipated public service corporation property tax
collections.

Other local taxes were lower than the final budget by $3,812,820 or 12.4%, which was primarily
driven by a decrease for hotel and motel room taxes and restaurant food taxes resulting from a
change in the method of accounting for these taxes. Instead of accounting for a transfer to the
Tourism fund for 3/5 of the hotel and motel room taxes and a transfer to the Sewer and
Stormwater funds for half of the restaurant food taxes, the proportionate share of revenue is
directly posted to the applicable funds. The budgeted amounts accounted for the revenue
collections occurring in the General Fund and the applicable transfers occurring as expenditures
from the General Fund, thus the difference between budget and actual.

Charges for services were higher than the final budget by $147,234 or 3.7%, mainly due to
increases in collections from medic recovery fees.



General Fund Expenditures - Comparison of Budget to Actual
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The total change in General Fund final budgeted expenditures were $1,035,045 or 0.7% over the
original budget. The majority of the increase was driven by federal and state grants and donations
appropriated during the year.

The total General Fund actual expenditures were $15,047,585 or 9.4% under the final budget. A
portion of the variance, $529,260 is attributable to outstanding encumbrances at June 30, 2018, which
are not reflected in the budgetary comparison schedule. Other significant variances include the
following:

» Education: the payment to the School Division is under budget due to the return of unspent
funds to the County per State code.

*» Public Safety: the functional area of Public Safety was under budget due to grants and
donations that had not been fully expended at year-end.

= All Other Functions with significant variances:
o Judicial Services: The Circuit Court, the Clerk of the Court, and the Commonwealth’s
Attorney were under budget as a result of vacancies. The Commonwealth’s Attorney

office also realized savings due to grants not fully expended at year-end.

0 Management Services: these departments were under budget due to vacancies and the
majority of savings from funds set aside for economic incentives yet to occur.

0 Public Works: this department realized savings from an unspent grant as well as in
operations and personnel due to turnover and vacancies.
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o Community Services: the department had savings from unspent grant funds, turnover
and vacancies.

o0 Capital Outlay: the budget underage was due to the timing of projects.

o0 Transfers Out: the transfers out were under budget as a result of a change in the method
of accounting for the hotel and motel room taxes and restaurant food taxes as noted
above in the other local tax revenue variance comment. Instead of accounting for a
transfer to the Tourism fund for 3/5 of the hotel and motel room taxes and a transfer to
the Sewer and Stormwater funds for half of the restaurant food taxes in the General
Fund, the proportionate share of revenue is posted directly to the applicable funds. The
budgeted amounts accounted for revenue collections occurring in the General Fund and
the applicable transfers occurring as expenditures from the General Fund, thus the
difference between budget and actual. Thus, savings resulted from the budgeted
transfers that were no longer necessary from the General Fund.

GOVERNMENTAL FUNDS

The County maintains eleven individual governmental funds. Information is presented separately in the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General, Tourism, Yorktown Capital Improvements, County Capital
and the Education Debt Service Funds, all of which are considered to be major funds.

The General Fund decreased by $3,031,471 primarily due to one-time transfers for capital
expenditures, education, public safety, public works and other future projects.

The Tourism Fund accounts for transactions related to the lodging tax restricted by the State for tourism
activities. The Yorktown Capital Improvements and County Capital Funds account for major capital
improvements. The Education Debt Service Fund accounts for debt service payments for School
Division capital projects for which debt was issued.

For fiscal year ended June 30, 2018, the Tourism Fund had a decrease in fund balance of $448,870.
The Yorktown Capital Improvements Fund had an increase in fund balance of $789,546, mainly due to
transfers in. The increase in fund balance was used to pay down the advance from the tourism fund
resulting in the year-end deficit being reduced to $3,947,179. The County Capital Fund had an
increase in fund balance of $8,820,309 as a result of a transfer of bond proceeds from the Debt Service
Fund for the replacement of fire apparatus and the Grafton fire station construction project.

PROPRIETARY FUNDS

The County reported operations for eight enterprise funds and two internal service funds. The
enterprise funds provide the means to account for the operations of the County-operated utilities, the
two sanitary districts, the County solid waste disposal activity, the operations at Yorktown and the
operations of the Regional Radio System.

During fiscal year 2018, the internal service funds were used to account for the operation of the
centralized motor vehicle pool and for health and dental insurance programs.

The Sewer Utility Fund earned $11,194,581 through charges for services and $1,538,440 from

restaurant food taxes. The Vehicle Maintenance Fund (internal service fund) collects its revenues

through charges for services imposed on the various County departments to which fleet vehicles are

assigned. The expenses relate directly to the maintenance and depreciation of the County’s fleet of

vehicles. The Health and Dental Insurance Fund, accounts for the health and dental insurance claims,
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payments to the insurance providers and the IRS as required by the Affordable Care Act, and the
contributions from the County and employees.

The enterprise funds in the aggregate had an increase in net position during the fiscal period of
$4,256,720, and the internal service funds reported an increase in net position of $3,437,617. The net
position for the enterprise funds and internal service funds were $120,750,443 and $10,045,066,
respectively, at the end of the fiscal year.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of fiscal year 2018, the County's investment in capital assets for its governmental and
business-type activities amounts to $216,966,381 (net of accumulated depreciation and amortization).
This investment in capital assets includes land, easements, construction in progress, land
improvements, buildings and improvements, infrastructure, equipment, vehicles and computer software.
The increase in governmental activities is mainly attributable to equipment associated with a capital
lease.

The County does not own its roads and they are therefore not included in the capital assets. In
addition, the School Division owns school buildings and the related debt is County debt. For this
reason, the assets are reflected in the Statement of Net Position of the component unit School Division,
while the related debt is reflected in the Statement of Net Position of the County.

The increase in capital assets for business-type activities is driven by developers donating sewer
systems to the County, the completion of Carver Gardens and additional phases of Queens Lake, and
Lackey and Hollywood Sewer projects, captured in construction in progress.

Governmental Activities and Business-Type Activities - Capital Assets, Net of Depreciation and
Amortization

Governmental Activities Business-type Activities Total

FY2018 FY2017 FY2018 FY2017 FY2018 FY2017
Land $ 12,177,626 $ 11,872,653 $ 3,946,755 $ 3,946,755 $ 16,124,381 $ 15,819,408
Easements 782,620 757,588 683,213 664,659 1,465,833 1,422,247
Construction in progress 3,251,427 1,526,063 12,605,419 12,949,626 15,856,846 14,475,689
Land improvements 7,123,986 8,037,139 17,005 18,864 7,140,991 8,056,003
Buildings 22,792,027 23,465,702 7,170,358 7,282,382 29,962,385 30,748,084
Building improvements 10,745,695 9,659,796 17,849 30,127 10,763,544 9,689,923
Infrastructure 7,952,374 8,415,681 106,040,998 100,540,493 113,993,372 108,956,174
Equipment 8,773,969 10,335,098 1,257,859 1,400,006 10,031,828 11,735,104
Vehicles 9,922,371 10,153,838 1,486,603 954,549 11,408,974 11,108,387
Computer software 216,432 228,461 1,795 5,384 218,227 233,845
Total $ 83738527 $ 84,452,019 $ 133,227,854 $ 127,792,845 $ 216,966,381 $ 212,244,864

Capital Project Funds

The capital project funds are used by the County to acquire and construct major capital projects.



Yorktown Capital Improvements Fund

For fiscal year 2018, $778,503 was transferred to the Yorktown Capital Improvements Fund from the
Tourism Fund to pay down an advance. This fund had a $3,947,179 deficit at June 30, 2018, resulting
from advances from the Tourism Fund.

County Capital Fund

For fiscal year 2018, a transfer of $4,632,159 was from the General Fund for future projects and a
transfer of $7,537,587 was from the Debt Service Fund for fire apparatus and the Grafton fire station.
Capital expenditures of $5,540,878 included the following: fire station replacement, fire apparatus
replacement, mobile command vehicle, security equipment, financial software upgrade, work
management software, video services equipment; tennis and basketball court repairs, heating and air
conditioning repairs/replacement; roof, building, parking lot and grounds repairs/maintenance.

Additional information on the County’s capital assets can be found in note 5 beginning on page F-17 of
this report.

Governmental Activities and Business-type Activities - Long-term Debt
At the end of the fiscal year, the County had total bonded debt of $117,993,779. Capital leases,
compensated absences, claims liabilities, net pension liability and net OPEB obligation are not included

in these figures.

Governmental Activities Business-type Activities Total

FY2018 FY2017 FY2018 FY2017 FY2018 EY2017
Bonds payable $ 97377592 $ 87,638991 $ 20,616,187 $ 21254301 $ 117,993,779 $ 108,893,292

Total $ 97377592 $ 87,638991 $ 20,616,187 $ 21,254,301 $ 117,993,779 $ 108,893,292

Under Virginia state law, school divisions do not have the authority to issue debt. Therefore, all school
debt is issued by and is a liability of the County. In fiscal year 2018, the County paid debt service of
$4,595,000 and $2,610,722 for education related principal and interest and fiscal charges, respectively,
through the Education Debt Service Fund.

The County continues to maintain an excellent bond rating for local governmental jurisdictions of its
type and size. The rating assigned by Standard & Poor's Corporation is AAA and the Moody's rating is
Aal for the lease revenue bonds issued in December 2008.

Additional information on the County’s long-term debt can be found in note 7 beginning on page F-21 of
this report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND TAX RATES

The County's staff and Board of Supervisors considered many factors when developing the fiscal year
2019 budget. The fiscal year 2019 approved budget amended on July 17, 2018 for the General Fund is
$142,002,000, a .1% increase from the fiscal year 2018 budget. Local revenue, which includes
property tax, sales, lodging, and occupational license taxes were expected to decrease from fiscal year
2018 by .1%. State revenues are expected to be less by $90,000 or 0.7%. Federal revenues are
projected to decrease by $6,500 or 1.5%.



The fiscal year 2019 Budget represents a carefully considered fiscal plan. It reflects a plan that invests
in all of the Board’s strategic priorities as outlined in the Letter of Transmittal without a tax rate or fee
increases and addresses staffing needs in the Sheriff's office and Fire & Life Safety. In addition, it fully
funds the School Division’s request and provides a favorable compensation package for County staff.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the County's finances and to demonstrate the County's
accountability for the money it receives. Questions concerning this report or requests for additional
financial information should be directed to Theresa S. Owens, CPA, Finance Director, P.O. Box 532,
Yorktown, VA 23690, telephone (757) 890-3700.
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ASSETS
Cash and investments
Restricted cash
Receivables, net
Due from Primary Government
Due from component unit - EDA
Prepaid expenses
Other assets
Net OPEB asset
Internal balances
Capital assets:
Nondepreciable/nonamortizable
Depreciable/amortizable

Less accumulated depreciation/amortization

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Debt refundings resulting in loss transactions, net

of accumulated amortization
OPEB costs
Pension costs

Total deferred outflows of resources

Total assets and deferred outflows of resources

LIABILITIES

Accounts payable
Retainage payable
Deposits payable
Salaries, taxes and benefits payable
Unearned revenues
Due to Primary Government
Due to component unit - School Division
Due to component unit - EDA
Due to component unit - CDA
Accrued interest payable
Noncurrent liabilities:

Due within one year

Due in more than one year

Total liabilities

DEFERRED INFLOWS OF RESOURCES

Prepaid taxes, fees and receivables
OPEB costs
Pension costs

Total deferred inflows of resources

NET POSITION

Net investment in capital assets
Restricted for:

Public safety

Tourism

Judical services

Other purposes

Debt service

Food service
Unrestricted (deficit)

Total net position

Total liabilities, deferred inflows of resources,

and net position

COUNTY OF YORK, VIRGINIA

Statement of Net Position
June 30, 2018

Primary Government

Discretely Presented
Component Units

Marquis
Economic Community
Governmental Business-type School Development Development
Activities Activities Total Division Authority Authority
$ 75,968,968 $ 10,131,802 $ 86,100,770 $ 23,888,777 $ 650,352 $ -
7,608,866 1,906,308 9,515,174 - 14,510 1,314,593
13,122,501 3,845,919 16,968,420 3,696,118 127,107 1,715
- - - 8,001,329 18,250 343,482
- 18,715 18,715 - - -
141,405 24,159 165,564 2,057,600 16 -
- - - - 2,663,769 -
1,822,907 202,068 2,024,975 2,302,804 - -
2,500,000 (2,500,000) - - - -
16,211,673 17,235,387 33,447,060 10,192,601 - 24,416,800
141,071,236 187,273,315 328,344,551 235,860,650 860,517 9,000
(73,544,382) (71,280,848) (144,825,230) (93,942,436) (188,117) (9,000)
184,903,174 146,856,825 331,759,999 192,057,443 4,146,404 26,076,590
1,490,704 381,064 1,871,768 - - -
5,755,155 631,812 6,386,967 1,261,046 - -
9,998,066 863,207 10,861,273 15,805,182 - -
17,243,925 1,876,083 19,120,008 17,066,228 - -
$ 202,147,099 $ 148,732,908 $ 350,880,007 $ 209,123,671 $ 4,146,404 $ 26,076,590
$ 3,259,733  $ 778,885 $ 4,038,618 $ 5,756,281 $ 3,583 $ 749
18,325 368,706 387,031 119,281 - -
1,229,358 50,483 1,279,841 - 24,510 -
2,066,044 191,652 2,257,696 13,554,888 - -
244,999 1,536,986 1,781,985 122,263 37,221 34,015
- - - - 18,715 -
8,001,329 - 8,001,329 - - -
18,250 - 18,250 - - -
343,482 - 343,482 - - -
1,461,928 145,809 1,607,737 - - 409,600
7,327,358 571,200 7,898,558 2,579,450 20,000 -
115,914,995 21,943,120 137,858,115 125,666,811 76,667 36,555,789
139,885,801 25,586,841 165,472,642 147,798,974 180,696 37,000,153
1,837,137 - 1,837,137 - - -
13,126,668 1,445,038 14,571,706 1,269,598 - -
10,946,619 950,586 11,897,205 13,814,994 - -
25,910,424 2,395,624 28,306,048 15,084,592 - -
54,032,029 114,520,731 168,552,760 152,110,815 672,400 (10,910,190)
7,432,210 - 7,432,210 - - -
338,543 - 338,543 - - -
72,491 - 72,491 - - -
765,215 - 765,215 - - -
- 117,043 117,043 - - -
- - - 1,071,325 - -
(26,289,614) 6,112,669 (20,176,945) (106,942,035) 3,293,308 (13,373)
36,350,874 120,750,443 157,101,317 46,240,105 3,965,708 (10,923,563)
$ 202,147,099 $ 148,732,908 $ 350,880,007 $ 209,123,671 $ 4,146,404 $ 26,076,590
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Functions/Programs
Primary Government:
Governmental activities:

General government
Judicial services
Public safety
Management services
Education
Human services
Public works
Community services

Interest and fiscal charges on noncurrent debt

Total governmental activities

Business-type activities:

Sewer Utility

Water Utility

Solid Waste

Yorktown Operations

Sanitary Districts

Regional Radio System

Total business-type activities

Total Primary Government

Component units:
School Division
Economic Development Authority
Marquis Community Development Authority

Total component units

General revenues:
Taxes:

Property taxes
Local sales and use taxes
Hotel and motel room taxes
Restaurant food taxes
Business license taxes
Motor vehicle licenses
Taxes on recordation and wills
Other local taxes

Program Revenues

COUNTY OF YORK, VIRGINIA
Statement of Activities
For the Year Ended June 30, 2018

Net (Expenses) Revenues and Changes in Net Position

Primary Government

Discretely Presented
Component Units

Personal property tax relief from Commonwealth of Virginia, net Local Aid to Commonwealth

Payment from Primary Government

Unrestricted shared intergovernmental revenues

Unrestricted investment earnings
Miscellaneous
Gain on disposal of capital assets
Transfers
Total general revenues and transfers
Change in net position
Net position, beginning restated
Net position, ending

Marquis

Operating Capital Economic Community

Charges for Grants and Grants and Governmental Business-type School Development Development

Expenses Services Contributions  Contributions Activities Activities Total Division Authority Authority
$ 5,589,064 $ 1,030,633 $ 55,934 $ 1,799,967 $ (2,702,530) $ - (2,702,530) $ - $ - $ -
2,739,760 550,272 1,350,410 - (839,078) - (839,078) - - -
34,764,761 3,490,235 3,642,242 45,000 (27,587,284) - (27,587,284) - - -
11,470,801 515,776 373,395 - (10,581,630) - (10,581,630) - - -
66,176,627 52,037 166,632 240,156 (65,717,802) - (65,717,802) - - -
8,825,140 327,270 5,533,786 - (2,964,084) - (2,964,084) - - -
8,543,538 1,305,091 1,376 183,741 (7,053,330) - (7,053,330) - - -
7,011,085 659,451 102,451 245,623 (6,003,560) - (6,003,560) - - -
3,308,747 - - - (3,308,747) - (3,308,747) - - -
148,429,523 7,930,765 11,226,226 2,514,487 (126,758,045) - (126,758,045) - - -
10,210,063 11,194,581 279,662 1,719,060 - 2,983,240 2,983,240 - - -
1,751,336 273,009 - - - (1,478,327) (1,478,327) - - -
4,252,661 4,439,291 11,845 - - 198,475 198,475 - - -
77,918 182,898 - - - 104,980 104,980 - - -
418,133 - - - - (418,133) (418,133) - - -
3,859,521 2,928,359 - - - (931,162) (931,162) - - -
20,569,632 19,018,138 291,507 1,719,060 - 459,073 459,073 - - -
$ 168,999,155 $ 26,948,903 $ 11,517,733 $ 4,233,547 (126,758,045) 459,073 (126,298,972) - - -
$ 138,397,508 $ 2,799,751 $ 66,824,501 $ 523,118 - - - $ (68,250,138) $ - $ -
573,692 380,842 - - - - - - (192,850) -

2,246,148 - - 16,042 - - - - - (2,230,106)

$ 141,217,348 $ 3,180,593 $ 66,824,501 $ 539,160 - - - (68,250,138) (192,850) (2,230,106)
90,382,404 - 90,382,404 - - -
10,266,194 - 10,266,194 - - -
5,142,868 - 5,142,868 - - -
4,436,519 2,036,878 6,473,397 - - -
6,952,681 - 6,952,681 - - -
1,624,520 - 1,624,520 - - -
1,796,928 - 1,796,928 - - -
1,921,574 - 1,921,574 - - -
8,760,374 - 8,760,374 - - -

- - - 63,398,906 314,160 1,005,959
- - - 13,605,183 - -
650,388 93,526 743,914 5,284 12,350 -
115,481 19,493 134,974 259,921 5,957 -
35,569 12,222 47,791 - 48,366 -
(1,635,528) 1,635,528 - - - -

130,449,972 3,797,647 134,247,619 77,269,294 380,833 1,005,959

3,691,927 4,256,720 7,948,647 9,019,156 187,983 (1,224,147)

32,658,947 116,493,723 149,152,670 37,220,949 3,777,725 (9,699,416)

$ 36,350,874 $ 120,750,443 $ 157,101,317 $ 46,240,105 $ 3,965,708 $ (10,923,563)

The accompanying notes are an integral part of the basic financial statements.
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ASSETS
Cash and investments
Restricted cash
Receivables, net
Prepaid expenditures
Advances to other funds

Total assets

LIABILITIES, DEFERRED INFLOWS OF RESOURCES

AND FUND BALANCES
Liabilities:

Accounts payable

Retainage payable

Deposits payable

Salaries, taxes and benefits payable

Unearned revenues

Due to component unit - School Division

Due to component unit - EDA

Due to component unit - CDA

Advances from other funds

Total liabilities

Deferred inflows of resources:
Unavailable revenues - property taxes, fees and grants
Deferred revenues - prepaid taxes, fees and receivables
Total deferred inflows of resources

Fund balances (deficit):
Nonspendable
Restricted
Committed
Assigned
Unassigned
Total fund balances (deficit)
Total liabilities, deferred inflows of resources
and fund balances (deficit)

COUNTY OF YORK, VIRGINIA
Balance Sheet
Governmental Funds
June 30, 2018

Capital Project

Tourism Yorktown Nonmajor Total
Special Capital County Debt Service Governmental Governmental

General Revenue Improvements Capital Education Funds Funds
$ 44,598,059 $ 312,889 $ 646,993 $ 17,041,052 $ 20,208 $ 4,185,081 $ 66,804,282
17,812 - - 7,591,054 - - 7,608,866
10,811,125 402,255 97,138 924,254 - 941,417 13,176,189
- 107,390 - - - 34,015 141,405
7,191,310 4,691,310 - - - - 11,882,620

$ 62,618,306 $ 5,513,844 $ 744131 $ 25556,360 $ 20,208 $ 5,160,513 $ 99,613,362

$ 1,141,519 $ 358292 $ - $ 535668 $ 10,000 $ 378,221 $ 2,423,700
- - - 18,325 - - 18,325
1,229,358 - - - - - 1,229,358
1,867,698 18,309 - - - 146,323 2,032,330
48,079 - - - - 196,920 244,999
8,001,329 - - - - - 8,001,329
18,250 - - - - - 18,250

- - - - - 343,482 343,482

- 4,691,310 4,691,310 - - - 9,382,620
12,306,233 5,067,911 4,691,310 553,993 10,000 1,064,946 23,694,393
2,727,032 - - - - - 2,727,032
956,447 - - 846,675 - 34,015 1,837,137
3,683,479 - - 846,675 - 34,015 4,564,169
7,191,310 107,390 - - - - 7,298,700
948,861 338,543 - 7,302,929 - 18,126 8,608,459
11,567,875 - - 4,230,492 - 3,291,150 19,089,517
9,880,308 - - 12,622,271 10,208 752,276 23,265,063
17,040,240 - (3,947,179) - - - 13,093,061
46,628,594 445,933 (3,947,179) 24,155,692 10,208 4,061,552 71,354,800

$ 62,618,306 $ 5,513,844 $ 744131 $ 25556,360 $ 20,208 $ 5,160,513 $ 99,613,362

The accompanying notes are an integral part of the basic financial statements.
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COUNTY OF YORK, VIRGINIA
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position
June 30, 2018

Fund balances - Total governmental funds $ 71,354,800

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

Capital assets used in governmental fund activities are not financial resources and,
therefore, are not reported in the funds. 80,731,521

Other noncurrent assets are not available to pay for current period expenditures and,
therefore, are deferred in the funds.

Unavailable revenue property taxes, fees and grants $ 2,727,032
Less allowance for doubtful accounts, fees (118,274) 2,608,758

Deferred outflows and inflows of resources related to the net pension and OPEB
obligations are not recognized in the funds.

Deferred outflows of resources related to OPEB costs $ 5,650,721
Deferred inflows of resources related to OPEB costs (12,888,069)
Deferred outflows of resources related to pension costs 9,832,510
Deferred inflows of resources related to pension costs (10,763,399) (8,168,237)

Costs incurred from the issuance of long-term debt are recognized as expenditures in
the fund statements, but are deferred in the government-wide statements.

Deferred charge on refunded debt $ 1,949,374
Less accumulated amortization (458,670) 1,490,704

Internal service funds are used by management to provide certain goods and services
to governmental funds. The assets and liabilities of the internal service funds are
included in the governmental activities in the Statement of Net Position.

Assets
Current assets $ 9,229,272
Net OPEB asset 33,267
Capital assets 8,030,262
Less accumulated depreciation/amortization (5,023,256)
Deferred outflows of resources 269,990
12,539,535
Liabilities (2,072,650)
Deferred inflows of resources (421,819) 10,045,066

Noncurrent assets/liabilities are not due and payable in the current period and;
therefore, are not reported in the funds.

Accrued interest payable $ (1,461,928)

Net OPEB asset 1,789,640

Net OPEB liability (3,196,701)

Net pension liability (13,285,136)

General obligation bonds, net (69,812,399)

Capital leases (3,423,720)

Lease revenue bonds, net (27,565,193)

Compensated absences (4,756,301) (121,711,738)
Total net position - Statement of Net Position $ 36,350,874

The accompanying notes are an integral part of the basic financial statements.
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COUNTY OF YORK, VIRGINIA

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2018

Capital Project

Tourism Yorktown Nonmajor Total
Special Capital County Debt Service  Governmental Governmental
REVENUES General Revenue Improvements Capital Education Funds Funds
General property taxes $ 90,146,330 $ - $ - $ - $ - $ 397,775 $ 90,544,105
Other local taxes 26,818,680 3,672,349 - - - 1,798,915 32,189,944
Intergovernmental:
Federal 887,024 - - - 55,547 3,785,135 4,727,706
State 13,924,446 - - 32,089 78,997 1,750,214 15,785,746
Permits, fees, and licenses 1,037,354 - - - - - 1,037,354
Fines and forfeitures 345,783 - - - - - 345,783
Use of money and property 822,310 6,551 11,043 137,978 - 28,505 1,006,387
Charges for services 4,084,783 - - - - 15,863 4,100,646
Miscellaneous 333,375 - - 1,961,069 - 6,539 2,300,983
Recovered costs 1,668,751 - - 60,305 105,612 298,923 2,133,591
Total revenues 140,068,836 3,578,900 11,043 2,191,441 240,156 8,081,869 154,172,245
EXPENDITURES
Current:
General administration 4,569,362 2,000 - - - - 4,571,362
Judicial services 2,904,218 - - - - 5,017 2,909,235
Public safety 33,181,985 181,385 - - - - 33,363,370
Management services 10,449,569 348,600 - - - - 10,798,169
Education 57,368,808 - - 700,000 8,302,295 - 66,371,103
Human services 1,446,355 - - - - 8,252,388 9,698,743
Public works 8,371,491 60,000 - - - - 8,431,491
Community services 3,170,861 2,598,265 - - - - 5,769,126
Non-departmental 1,888,646 - - - - 824,451 2,713,097
Capital outlay 16,778 - - 4,840,878 - 1,270,782 6,128,438
Debt service:
Principal retirement - 59,017 - - 4,595,000 3,995,259 8,649,276
Interest and fiscal charges - - - - 2,585,336 1,025,778 3,611,114
Debt issuance costs - - - - 25,386 128,225 153,611
Total expenditures 123,368,073 3,249,267 - 5,540,878 15,508,017 15,501,900 163,168,135
Excess (deficiency) of revenues
over (under) expenditures 16,700,763 329,633 11,043 (3,349,437) (15,267,861) (7,420,031) (8,995,890)
OTHER FINANCING SOURCES (USES)
Insurance recovery 19,705 - - - - - 19,705
Transfers in 157,000 - 778,503 12,169,746 6,960,388 6,657,278 26,722,915
Issuance of debt - - - - 7,850,000 7,555,000 15,405,000
Premium on bonds issued - - - - 467,681 710,812 1,178,493
Transfers out (19,908,939) (778,503) - - - (8,294,587) (28,982,029)
Total other financing sources and uses, net (19,732,234) (778,503) 778,503 12,169,746 15,278,069 6,628,503 14,344,084
Net change in fund balance (3,031,471) (448,870) 789,546 8,820,309 10,208 (791,528) 5,348,194
Fund balance (deficit), beginning of year 49,660,065 894,803 (4,736,725) 15,335,383 - 4,853,080 66,006,606
Fund balance (deficit), end of year $ 46,628,594 $ 445,933 $ (3,947,179) $ 24,155,692 $ 10,208 $ 4,061,552 $ 71,354,800

The accompanying notes are an integral part of the basic financial statements.
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5,348,194

(607,075)

(533,470)

(7,598,757)

3,645,418

3,437,617

Net change in fund balances - total governmental funds $
Amounts reported for governmental activities in the Statement of Activities are different because:
Governmental funds report capital outlays as expenditures. In the Statement of Activities, the cost
of those assets is allocated over their estimated useful lives and reported as depreciation expense.
Capital outlay expenditures, depreciation and amortization expenses and the loss on disposal of
capital assets in the current period are provided below.
Capital outlay expenditures $ 4,913,306
Depreciation and amortization expenses (5,435,674)
Loss on disposal of capital assets (84,707)
Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the funds. Unavailable revenues changed by this amount in the current
year.
The issuance of long-term debt provides current financial resources to governmental funds, while
the repayment of the principal of long-term debt consumes the current financial resources of
governmental funds. Neither transaction has an effect on net position. Governmental funds report
the effect of premiums, discounts and similar items when debt is issued, whereas these amounts
are deferred and amortized in the Statement of Activities. This amount is the net effect of those
differences in the treatment of long-term debt and related items.
Principal repayments $ 8,649,276
Issuance of debt (15,405,000)
Premium on issuance of noncurrent debt, net (1,178,493)
Amortization of premium on issuance of noncurrent debt 494