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INDEPENDENT AUDITORS’ REPORT

The Honorable Members of the City Council
City of Waynesboro, Virginia

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the discretely presented component unit, each major fund, and the aggregate remaining fund information of the City
of Waynesboro, Virginia (the “City”), as of and for the year ended June 30, 2009, which collectively comprise the
City’s basic financial statements as listed in the table of contents. These financial statements are the responsibility
of the City’s management. Qur responsibility is to express opinions on these financial statements based on our
audit. We did not audit the financial statements of the Augusta Regional Landfill. The City’s share of this undivided
interest and joint venture component represents the entirety of the City’'s ASCA Joint Landfill Fund. Those financial
statements were audited by other auditors whose report thereon has been furnished to us, and our opinion, insofar
as it relates to the amounts included for the Augusta Regional Landfill, is based on the report of the other auditors.

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 Specifications for Audits of Counties, Cities, and Towns issued by the Auditor of
Public Accounts of the Commonwealth of Virginia. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information of the City as of June 30, 2009, and the
respective changes in financial position and, where applicable, cash flows thereof, and the respective budgetary
comparison for the General Fund for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 3, 2009 on our
consideration of the City's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, 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.

Management's Discussion and Analysis and Schedule of Funding Progress on pages 3a through 3| and 44,
respectively, 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 and the other auditors 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.

Members of American Institute of CPAs and the Virginia Society of CPAs



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City's basic financial statements. The introductory section, combining and individual nonmajor fund financial
statements and schedules, and Statistical Section are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The accompanying Schedule of Expenditures of Federal Awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required part of the City’s basic
financial statements.

The combining and individual nonmajor fund financial statements and schedules and the Schedule of Expenditures
of Federal Awards have been subjected to the auditing procedures applied by us and the other auditors in the audit
of the basic financial statements and, in our opinion, based on our audit and the report of other auditors, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole. The introductory section
and Statistical Section have not been subjected to the auditing procedures applied by us and the other auditors in
the audit of the basic financial statements and, accordingly, we express no opinion on them.

(hitewid & Kooy, PO

December 3, 2009
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The City of Waynesboro, Virginia MANAGEMENT DISCUSSION & ANALYSIS
Required Supplemental Information June 30, 2009

The management of the City of Waynesboro offers the readers of the City of Waynesboro’s financial statements this narrative
overview and analysis of the City’s financial for the fiscal year ended June 30, 2009. This analysis is a cursory overview and is
meant to be considered as a companion document to the Financial Statements and Notes that follow.

Financial Highlights

= The total assets of the City exceeded its liabilities at the close of the most recent fiscal year by $46,026,333. Of this
amount, $6,285,557 (unrestricted net assets) may be used to satisfy the primary government’s obligations to citizens
and creditors for business-type activities. Refer to the Government-wide Financial Analysis on page 3c for further
discussion of this highlight.

* The City’s total net assets related to the primary government increased by $2,842,464. This increase is a result of the
City’s commitment to improving governmental infrastructure, most notably business-type infrastructure.

= As of the end of the current fiscal year, the City’s governmental funds reported a combined ending fund balance of
$20,150,246, an increase of $5,766,309 in comparison with the prior year. Of this amount, $1,298,981 is shown as a
positive change to the General Fund fund balance. The remaining increase of $4,467,328 is a result of a positive change
in the fund balance of the Capital Improvements Fund due to unspent bond proceeds.

= At the end of the current fiscal year, undesignated fund balance for the General Fund was $7,649,314. This represents
an increase of $559,740 or 7.9% over the prior fiscal year. The City’s fiscal policy guidelines suggest that the General
Fund undesignated fund balance should be equal to 15% of the operating revenues for the fiscal year. Operating
revenues for fiscal year 2009 were $38,567,566. Accordingly, the undesignated fund balance for the General Fund
should be $5,785,135. As of the close of fiscal year 2009, the undesignated fund balance exceeds this fiscal policy
guideline by $1,864,179.

* The City’s undesignated General Fund fund balance of $7,649,314 equals approximately 21% of the General Fund’s total
expenditures.

=  The City’s total long-term debt including governmental and business type activities at the close of the current fiscal year
was $78,177,702. During fiscal year 2009, the city retired a total of $2,539,719, predominantly through principal
reductions. Over the same period, the City added a total of $23,523,142, of which, $5,870,000 was General Obligation
Bonds for various Capital Improvements projects, with the majority of the remaining new debt being related to
business-type fund water and wastewater treatment capital improvements. It is noteworthy that unfunded OPEB
obligations are reflected in this report for the first time, in accordance with GASB Statement 45. At the close of the
fiscal year, the amount of debt principal payments due within one year was $2,866,914.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Waynesboro’s basic financial statements which
are comprised of three main components: 1) government-wide financial statements, 2) fund financial statements and budgetary
comparisons, and 3) notes to the financial statements. This report also contains other supplementary information in addition to
the basic financial statements themselves. Condensed comparative information is provided this year and will continue to be
added until a ten year comparison is achieved. (See pages 84-86).

Government-wide financial statements are designed to provide readers with a broad overview of the City of Waynesboro’s
finances, in a manner similar to a private-sector business.
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The City of Waynesboro, Virginia MANAGEMENT DISCUSSION & ANALYSIS
Required Supplemental Information June 30, 2009

The statement of net assets presents information on all of the City of Waynesboro’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases and decreases in net asset values may serve as a useful indicator of
whether the financial position of the City of Waynesboro is improving or deteriorating.

The statement of net activities presents information showing how the government’s net asset values changed during the most
recent fiscal year. Changes are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will result in cash
flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish between the functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) and other functions that recover all or a significant portion of
their costs from user fees and charges (business-type activities). The governmental activities of the City of Waynesboro include
general government, judicial administration, public safety, street maintenance, education, parks and recreation, and community
development. The business-type activities include water, sewer, refuse collection and landfill operations.

The government-wide financial statements include not only the City of Waynesboro itself (known as the primary government),
but also a legally separate school board for which the City of Waynesboro is financially accountable and an economic
development authority which imposes a financial burden upon the City of Waynesboro. Both the school board and economic
development authority are reported as component units. Financial information for component units is reported separately from
the financial information presented for the primary government.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City of Waynesboro uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City of Waynesboro can be divided into three
categories: governmental, proprietary, and fiduciary.

= Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. Governmental fund financial statements focus on near-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating a government’s near-term financing requirements. Because the focus of
governmental funds is narrower than that of the government-wide financial statements, it is useful to compare the
information presented for governmental funds with similar information presented for governmental activities in the
government-wide financial statements. These two statements, read together, will give the reader a better
understanding of the long-term impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities. The City has two
major governmental funds--the General Fund and the Capital Improvements Fund, and five non-major governmental
funds. Fund financial statements immediately follow the government-wide financial statement section. Detailed
statements of the non-major funds begin on page 46 of this report.

= Proprietary funds. The City of Waynesboro maintains two different types of proprietary funds. Enterprise funds are
used to report the same functions presented as business-like activities in the governmental-wide financial statements.
The City of Waynesboro uses enterprise funds to account for water, sewer, refuse collection, and landfill operations.
Internal Service funds are used to report activities of the City’s Store and Equipment funds which account for inventory
supplies for City operations and maintenance of the City’s equipment fleet, respectively. It is important to note that the
proprietary funds are accounted for on a full accrual basis, whereas the governmental funds are accounted for using a
modified accrual basis.
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The City of Waynesboro, Virginia MANAGEMENT DISCUSSION & ANALYSIS
Required Supplemental Information June 30, 2009

=  Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary
funds are not reflected in the government-wide financial statements because the resources of those funds are not
available to support the City’s own programs. These funds include accounting for agencies such as the Department of
Social Services Special Welfare Fund, Central Shenandoah Criminal Justice Training Academy, the Greater Augusta
Regional Tourism Board, etc. Fiduciary funds are accounted for on a full accrual basis; and their financial statements can
be found on pages 56-58 in the combining statements section of this report.

Notes to the financial statements provide additional information that is essential to a full understanding of the data provided in
both government-wide and fund financial statements. The notes can be found following the Basic Financial Statements section of
this report beginning on page 16.

Government-Wide Financial Analysis

As noted earlier, a comparison of net asset values over several years can serve as a useful indicator of a government’s financial
position. In the case of the City, total primary government assets exceeded liabilities by $46,026,333 at the close of fiscal year
2009. Capital assets (e.g., land, buildings, machinery, and equipment) in FYO9 comprise approximately 74% of total assets,
compared with 67% in FY08. This increase is reflective of the City’s continued investment in business-type capital projects. The
City uses capital assets to provide services to citizens; consequently, these assets are not available for future spending. Although
their value is reported net of related debt, it should be noted that the resources needed to repay this debt must be derived from
other sources since the capital assets themselves cannot be used to liquidate these liabilities.

Summary of Net Assets

Governmental Business-type
Activities Activities Total
2009 2008 2009 2008 2009 2008

Current and other assets 23,781,254 17,300,200 10,107,474 18,666,294 33,888,728 35,966,494
Capital assets 32,191,980 33,011,980 64,109,736 38,417,368 96,301,716 71,429,348

Total assets 55,973,234 50,312,180 74,217,210 57,083,662 130,190,444 107,395,842
Current and other liabilities 4,601,070 4,697,810 4,252,253 4,902,508 8,853,323 9,600,318
Long-term liabilities outstanding 36,920,142 31,128,652 38,390,646 23,483,003 75,310,788 54,611,655

Total liabilities 41,521,212 35,826,462 42,642,899 28,385,511 84,164,111 64,211,973
Net assets:
Invested in capital assets,

net of related debt 30,038,195 31,286,480 25,288,754 23,232,698 55,326,949 54,519,178
Restricted 1,827,736 2,452,322 - - 1,827,736 2,452,322
Unrestricted (17,413,909) (19,253,084) 6,285,557 5,465,453 (11,128,352) (13,787,631)

Total net assets 14,452,022 14,485,718 31,574,311 28,698,151 46,026,333 43,183,869

As shown in the summary table above, it would appear that the primary government does not have the resources to meet its
ongoing obligations to citizens and creditors because the negative value of its unrestricted assets is indicative of a deficit financial
position. These numbers, however, are represented as such due to the dynamics of asset and liability reporting that exists
between the governmental activities and the Schools, a Discretely Presented Component Unit. Because Virginia school boards
do not have the authority to issue general obligation debt, the City is responsible for reporting all School-related debt which at
June 30, 2009 is $26,302,058. Conversely, the holdings associated with this debt are reported by the Schools as part of its capital
assets. If the debt related to the schools was not included in the long term liabilities of the primary government, the assets for
governmental activities would be $40,754,080 and the total net assets for the primary government would be $72,328,391.
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The City of Waynesboro, Virginia MANAGEMENT DISCUSSION & ANALYSIS
Required Supplemental Information June 30, 2009

Approximately 13% of the City’s net assets for governmental activities represent resources that are subject to external
restrictions on how they may be used. Grants, donations, perpetual care funds, and cash set aside for capital projects comprise
the restricted assets of the City. Grants and donations are normally designated for a specific purpose. The perpetual care funds
are restricted in accordance with the Code of the City of Waynesboro, §26-6, Perpetual care trust fund reserve. The funds held
for debt service are restricted in accordance with City Council and School Board resolutions.

Overall, the City’s total net assets increased by $2,972,071 compared to FYO8. This increase is the net effect of a $2,876,160
increase in the net assets of the business-type activities, due to the continued receipt of Water Quality Improvement Grant
funding for several large capital improvement projects and a $95,911 increase in the net assets of the governmental activities.

The table on the following page provides comparison information from FY08 to FY09 related to revenues and expenses of
governmental and business-type activities. Revenues are broken down into program and general types. Program revenues
consist of charges for services, operating grants and contributions, and capital contributions. General revenues include such
sources as taxes on property, retail sales, business licenses, communications, meals, and lodging, etc. Total revenues increased
from FY08 to FY09 by 8.1% and total expenses increased by 8.1%. At face value, it would appear that the increase in revenues
from FY08 to FY09 contradicts the downward trend over the same period experienced by most governments nationwide. Upon
closer examination, however, the City’s total revenue trend is skewed by the receipt of WQIF and CDBG grants totaling nearly
$6.6 million. Examination of the detailed changes in net assets reveals revenues that actually aligh more closely with other
governments, namely, reductions in receipts related to charges for services, tax collections for retail sales, business licenses, etc.,
and daily interest and investment earnings. While these reductions are partially offset by modest increases in general property
tax revenues (owing largely to commercial development), the exclusion of WQIF and CDBG grant funds yields a much different
picture, i.e., combined governmental and business-type revenues decreased from FY08 to FY09 by about 4.3%. More details on
the changes in net assets are delineated in the tables and graphs that follow, as well as the Statement of Activities on page 5 of
this report.
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City of Waynesboro, Virginia

Changes in Net Assets

Governmental Business-Type Total
Activities Activities
2009 2008 2009 2008 2009 2008

Revenues by source:
Program Revenues

Charges for services 758,814 812,476 7,484,016 7,723,023 8,242,830 8,535,499

Operating grants and contributions 7,681,113 7,046,973 - 7,681,113 7,046,973

Capital grants and contributions 380,641 21,274 6,712,151 777,586 7,092,792 798,860
General Revenues

Property taxes 17,072,546 17,012,250 0 0 17,072,546 17,012,250

Other taxes 13,028,365 13,870,298 0 0 13,411,347 13,870,298

Grants and contrib. (unrestricted) 2,920,104 3,895,364 0 0 3,039,137 3,895,364

Interest and Investment earnings 252,686 706,362 140,797 540,849 393,483 1,247,211

Other 923,051 641,426 3,911 23,624 543,980 665,050
Total Revenues 43,017,320 44,006,423 14,340,875 9,065,082 57,477,228 53,071,505
Expenses by activity:
Governmental activity
General government admin 3,588,200 3,941,896 3,707,233 3,941,896
Judicial administration 1,467,058 1,379,141 1,467,058 1,379,141
Public safety 9,881,777 9,810,982 9,881,777 9,810,982
Public works 7,537,332 7,110,417 7,537,332 7,110,417
Health and Welfare 4,331,885 3,986,651 4,331,885 3,986,651
Education 11,160,168 11,220,709 11,160,168 11,220,709
Parks, recreation and cultural 2,735,276 2,571,051 2,735,276 2,571,051
Community development 1,960,369 1,217,097 1,960,369 1,217,097
Interest on long-term debt 1,528,816 1,415,580 1,528,816 1,415,580
Business-type activities

Water 3,193,050 2,537,545 3,193,050 2,537,545

Sewer 3,809,431 3,380,232 3,809,431 3,380,232

Landfill operations 2,194,854 772,907 2,194,854 772,907

Garbage 1,018,808 1,131,628 1,018,808 1,131,628
Total Expenses 44,190,881 42,653,524 10,216,143 7,822,312 54,526,057 50,475,836
Change in net assets before transfers (1,173,561) 1,482,506 4,124,732 1,242,770 2,951,171 2,725,276
Contributions to permanent fund 20,900 13,000 - - 20,900 13,000
Transfers 1,248,572 254,744 (1,248,572) (254,744) - -
Increase (decrease) in net assets 95,911 1,620,643 2,876,160 988,026 2,972,071 2,608,669
Net assets - beginning as adjusted 14,356,111 12,735,468 28,698,151 27,710,125 43,054,262 40,445,593

Net assets -ending 14,452,022 14,356,111 31,574,311 28,698,151 46,026,333 43,054,262
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Revenues by Source - Governmental Activities
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The pie chart on the previous page provides a visual breakdown of revenues by source for governmental activities indicating each
source’s percentage of total revenue. The bar chart depicts program revenues available during FY09 compared to the expenses
incurred for governmental activities during FY09. The difference between program revenue and expenses or merely the lack of
program revenues for some expenses is compensated for by non-programmatic/non-categorical General Fund revenues.

Expenses and Program Revenues-Business-type Activities

O Expense B Program Revenue
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When reviewing the individual business activities, the bar graph illustrates that the expenses in the Water Fund and the Landfill
Fund exceeded revenues, while the revenues for the Sewer Fund and Garbage Fund exceeded expenses for the fiscal year.
During FY09, Water Fund expenses increased to include water treatment as mandated by the Virginia Department of Health.
While the period under review includes mid-year rate increases for all business-type activities (excluding landfill operations), it is
apparent that either prior rate increases did not capture the full cost of water treatment or the expenditures exceeded budget
revenues. As is the case with most new business endeavors, charges for services in the water fund will more closely align with
actual expenses as the City gains experience treating water at its newly constructed facility. The sewer fund revenues in the bar
chart above include the receipt of WQIF grant monies. The corresponding expenses associated with these funds were reported
at fiscal year-end as a work-in-progress capital asset.
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Financial Analysis of the Government’s Funds
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental funds. The focus of the City’s governmental funds is to provide information on near-term inflows, outflows and
balances of spendable resources. Such information is useful in assessing the City’s financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government’s net resources available for spending at the end of the
fiscal year. The City’s governmental funds include the General Fund, Virginia Public Assistance Fund, Comprehensive Service Act
Fund, Youth and Family Services Funds, Debt Revenue Fund, Capital Improvements Fund, and the Cemetery Fund. The General
Fund is the major governmental fund. The remaining governmental funds are considered non-major funds.

As of the end of the current fiscal year, the City’s governmental funds reported combined ending fund balances of $20,150,246.
Approximately 38% of this total amount ($7,649,314) was available for spending at the government’s discretion at the end of
FY09. The remainder of the fund balance is reserved or designated and therefore not available for new projects or initiatives
because it has already been committed for the following uses: 1) encumbrances, 2) asset forfeiture, 3) fire board funds, 4)
economic development and tourism, 5) courtroom security and 6) disability services. (See note 18 on page 42 for detailed
information regarding these and other reserves and designations.)

General fund. The general fund is the chief operating fund of the City. At the end of the current fiscal year, unreserved fund
balance of the general fund was $7,649,314 while total fund balance was $10,295,122. As a measure of the general fund’s
liquidity, it may be useful to compare both the unreserved fund balance and the total fund balance to total fund expenditures.
Unreserved fund balance represents 21% of total fund expenditures, while total fund balance represents 28% of the total fund
expenditures. The net change in fund balance was $1,298,981, which was due, in part, to a contingency savings plan instituted
by the City that curtailed regularly budgeted operational expenditures until revenue values could be more accurately
ascertained.

Capital Improvements fund. The capital improvements fund, which is a major fund for fiscal year 2009, is the capital projects
fund of the City. At the end of the current fiscal year, unreserved fund balance of the capital improvements fund was
$7,929,490. The net change in fund balance was $5,030,679. This positive variance resulted from an issuance of capital debt, as
a result of the City’s expanding infrastructure.

Other non-major governmental funds. As of June 30, 2009, the unreserved fund balance for the other governmental funds was
$1,332,868. This unreserved fund balance represents 21.6% of the total funds expenditures, while the total fund balance of
$1,805,867 represents 29.3% of the total funds expenditures. The net change in fund balance was ($563,351). This negative
variance resulted from debt service expenditures on the Kate Collins renovation project debt.

Proprietary funds. At the end of FYQ9, the total net assets of the enterprise funds were $32,475,875. This figure represents an
increase in net assets of $2,933,791 compared to FY08. The total net assets of the internal services fund, at the end of FY09,
were $1,794,826 which represents an increase over FY08 of $363,166 or 25%. For a more detailed accounting of the activities of
these funds, refer to page 12 of this report.

Budgetary Highlights

The City’s annual budget, which is prepared on an operating basis, includes revenues and annual appropriations for the
proprietary funds as well as the general funds. The following points summarize the budgeting changes from the original to the
final budget. Please refer to page 10 of the main body of this report to review changes in original budget to final and a detailed
comparison of final budget to actual revenues or expenses.
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General Fund final budgeted revenues were $817,086 less than originally budgeted revenues. The decrease is largely
attributable to reductions in Commonwealth Compensation Board, HB599, and State Library reimbursements, as well as
lower than originally anticipated revenue receipts for M&T, retail sales, business license, and communications taxes.

General Fund final budgeted expenses were $426,951 less than originally budgeted expenses. This was largely due to a
contingency savings plan instituted by the City as a result of declining revenue projections.

General Fund’s actual revenues exceeded final budgeted revenues by $408,872. This positive variance is primarily due
to other local taxes collected in excess of the amended budget.

General Fund’s actual expenditures were $1,195,555 less than final budgeted expenditures. This decrease is due in part
to vacancy savings resulting from a hiring freeze in mid-fiscal year, reduced EDA support through the refinance of an
economic development incentive, and reduced project activity in the departments of public works, public safety and
community development.

Capital Asset and Debt Administration

Capital Assets. The City’s investment in capital assets includes land, buildings; improvements other than buildings, equipment
and construction work in progress. For its governmental and business-type activities as of June 30, 2009 the City had a total
investment in capital assets of $96,301,716.

City of Waynesboro
Capital Assets Net of Depreciation

Governmental Business-type
Activities Activities Total
2009 2008 2009 2008 2009 2008

Land 5,696,500 5,696,500 369,088 369,088 6,065,588 6,065,588
Buildings 9,206,242 9,401,849 13,409,833 4,700,426 22,616,075 14,102,275
Improvements other than buildings 1,504,199 1,614,033 26,563,122 22,906,573 28,067,321 24,520,606
Machinery and equipment 3,011,256 2,421,922 968,357 979,957 3,979,613 3,401,879
Infrastructure 12,503,680 13,337,288 12,503,680 13,337,288
Construction in Progress 270,103 881,326 22,799,336 9,120,386 23,069,439 10,001,712
Total Capital Assets 32,191,980 33,352,918 64,109,736 38,076,430 96,301,716 71,429,348

Total capital assets attributed to governmental activities decreased by $1,160,938 due mainly to depreciation of the City’s
infrastructure. The total capital assets attributed to the business-type activities increased by $26,033,306, due primarily to
construction in progress.

Long-term debt. As of June 30, 2009, the City of Waynesboro held an Al enhanced bond rating from Moody’s Investor Service
and a rating of A issued by Standard & Poor’s. Moody’s issues ratings from Aaa to C to designate the relative investment
qualities of bonds. Standard & Poor’s issues ratings from AAA to D.
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The Code of Virginia and the City’s Charter limit the amount of general obligation debt that may be issued to ten percent of the
total assessed value of taxable real property. Based on this limitation, the City’s outstanding GO debt cannot exceed
$182,261,476. See page 96 of this report for additional data regarding outstanding debt.

City of Waynesboro Outstanding Debt

Governmental Business-type
Activities Activities Total
2009 2008 2009 2008 2009 2008
G O bonds 33,229,771 29,101,121 13,515,000 13,740,000 46,744,771 42,841,121
Literary loans 2,750,000 3,000,000 2,750,000 3,000,000
Capital Leases 8,292 14,461 8,292 14,461
VA Revolving Loans 25,116,261 9,098,164 25,116,261 9,098,164
Total O/S Debt 35,988,063 32,115,582 38,631,261 22,838,164 74,619,324 54,953,746

The table above provides comparative information related to the City’s long-term outstanding debt. The increase from 2008 to
2009 for total debt outstanding for the City is a result of new debt that was issued in FY2009, including $5,870,000 of General
Obligation Public Improvement Bonds, $2,125,000 of Sewer Revenue Bonds, and draw downs from two Virginia Waste Water
Revolving Loan Fund loans. As of June 30, 2009, the City had long-term debt outstanding of $74,619,324. $38,631,261 was for
business-type activities and $35,988,063 for governmental activities. The amount of debt principle payments due within one
year for governmental activities is $2,273,705, and $545,731 for business-type activities. These debt payments were budgeted as
expenditures in the FY 2010 appropriation ordinance. Of the total outstanding debt listed in the governmental activities column,
$9,686,005 is related to general government capital projects. The remaining debt outstanding is related to School Board—
component unit projects, a portion of which represents the local government’s required match for lottery and construction
receipts.

Economic Factors and Next Year’s Budget and Rates

During the fiscal year 2009 the City of Waynesboro continued to experience a slowdown in commercial and residential growth.
The construction of its new retail center was largely complete by mid-year; albeit it was already apparent by that time that
challenging economic conditions, increased unemployment, market corrections to real estate and stock valuations, and the
limitation of credit was undermining consumer confidence. Consequently, while the City continued its on-going transition from
an industrial and manufacturing economic base to one that relies heavily on revenues from real estate, sales and service taxes, it
experienced a reduction in machinery and tools tax revenues, support from the Commonwealth, as well as lackluster growth in
the retail and service sectors. In response to these conditions, the original FY09 expenditure budget was reduced to reflect
unrealized revenues.

While the original General Fund budget in FYO9 was adopted at $40,143,045, the FY10 budget, adopted in June 2009, is
$39,393,615—a reduction of $749,430. Principal employers such as Invista and nTelos have announced suspensions of one or
more lines of production which have, in turn, lead to personnel reductions. Mohawk is scheduled to close its Waynesboro site by
the end of 2009. In response to these and other indicators, the City Manager has alerted Department directors to curtail
budgeted expenditures by 5%. Further, City Management expects to see declines in the value of certain industrial and residential
real estate categories during the 2011 reassessment which will impact revenues in FY 2012.

On a positive note, Waynesboro’s General Fund revenues for the period FY2000 through FY2008 increased about 36% largely as
a result of both residential and commercial development. While revenues from industrial and manufacturing sources declined,
significant increases in real property, retail sales, meals, lodging, and other local tax revenues and fees have been the mainstay
for funding municipal services. Fortunately, throughout this extraordinary growth period both City Management and the City
Council maintained a conservative stance with regard to revenue projections and the development of fiscal policy guidelines that
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sought to maintain adequate fund balances. Consequently, as the Federal, State, and Local economic climate continued to
worsen, the City was in a positive position to react quickly.

Requests for Information
This financial report is designed to provide a general overview of the City of Waynesboro’s finances for all those with an interest
in the government’s finances. Questions concerning any of the information provided in this report or requests for additional

financial information should be addressed to: Finance Director, 503 W. Main Street, Suite 203, Waynesboro, VA 22980.

Copies of this report may be downloaded from the City’s website at www.waynesboro.va.us.




