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Management’s Discussion and Analysis 
To the Board of Members 
Rapidan Service Authority 

As management of the Rapidan Service Authority (“RSA” or “the Authority”), we offer readers of our financial 
statements this narrative, overview and analysis of the financial activities of the Authority for the fiscal year ended 
December 31, 2019.  We encourage readers to consider the information presented here in conjunction with 
additional information that we have furnished in our letter of transmittal, which can be found on pages 9 through 
12 of this report. 

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial statements.  
Since the Authority is engaged only in business-type activities, its basic financial statements are comprised of 
only two components:  1) enterprise fund financial statements and 2) notes to the financial statements.  This report 
also contains other supplementary information in addition to the basic financial statements themselves. 

Enterprise fund financial statements   

The enterprise fund financial statements are designed to provide readers with a broad overview of the Authority’s 
finances, in a manner similar to a private-sector business. 

The Statement of Net Position presents information on the Authority’s assets and liabilities, with the difference 
between the two reported as net position.  Over time, increases or decreases in net position may serve as a useful 
indicator of whether the financial position of the Authority is improving or deteriorating. 

The Statement of Revenues, Expenses and Changes in Net Position presents information showing how the 
Authority’s net position changed during the most recent fiscal year.  All changes in net position are reported as 
soon as the underlying event, giving rise to the change occurs, regardless of the timing of the cash flows.  Thus, 
revenues and expenses are reported in this statement for some items that will only result in cash flows in future 
fiscal periods, (e.g. earned but unused vacation leave). 

The basic enterprise fund financial statements can be found on pages 33 through 36 of this report. 

Notes to Financial Statements   

The notes provide additional information that is essential to a full understanding of the data provided in the 
financial statements.  The Notes to the Financial Statements can be found on pages 37 through 55 of this report.  
Note 5 presents certain required supplementary information concerning the Authority’s progress in funding its 
obligation to provide pension benefits to its employees. 
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Financial Highlights 

• The assets of the Authority exceeded its liabilities at the close of the most recent fiscal year by $59,042,600
(net position).  Of this amount $9,836,974 (unrestricted net position) may be used to meet the Authority’s
ongoing obligations to customers and creditors.

• The Authority's deferred outflows of resources decreased by $52,680.

• The Authority’s total net position increased by $1,132,062.

• The Authority’s restricted assets increased $55.4 thousand to $570.5 thousand during the current fiscal year.

Financial Analysis 

Net Position 

The Authority’s net position increased by $1.132 million during the fiscal year 2019, which represents a 2.0% 
increase from the prior fiscal year ending net position.  At December 31, 2019, total net position was $59.04 
million as compared to $57.91 million the previous year.   

Increase  
2019 2018 (Decrease) % Change

Current and other assets $ 11,945,318 $ 10,143,277 $ 1,802,041 17.8            %
Capital assets 56,487,423 57,238,762 (751,339) (1.3)            

Total assets $ 68,432,741 $ 67,382,039 $ 1,050,702  1.6              

Deferred charge on refunding $ 33,844 $ 86,524 $ (52,680) (60.9)          
 Total deferred outflows of resources $ 33,844 $ 86,524 $ (52,680) (60.9)          

Total assets and deferred outflows of resources $ 68,466,585 67,468,563 998,022 1.5              %

Long-term liabilities outstanding $ 7,035,136 $ 7,597,003 $ (561,867) (7.4)            %
Other liabilities 2,388,849 1,961,022 427,827 21.8            

Total liabilities $ 9,423,985 $ 9,558,025 $ (134,040) (1.4)            

Net position:
Net investment in capital assets $ 49,205,626 $ 49,390,624 $ (184,998) (0.4)            
Unrestricted 9,836,974 8,519,914 1,317,060 15.5            

Total net position $ 59,042,600 $ 57,910,538 $ 1,132,062 2.0              

Total liabilities and net position $ 68,466,585 $ 67,468,563 $ 998,022 1.5              %

Condensed Statements of Net Position
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Financial Analysis: (Continued) 
 
The Authority’s net position increased by $472 thousand during the fiscal year 2018, which represents a 0.8% 
increase from the prior fiscal year ending net position.  At December 31, 2018, total net position was $57.91 
million as compared to $57.44 million the previous year.   
 
 

Increase  
Increase  

2018 2017 (Decrease) % Change
%

Current and other assets $ 10,143,277 $ 9,463,520 $ 679,757 7.2              
Capital assets 57,238,762 58,406,895 (1,168,133) (2.0)            

Total assets $ 67,382,039 $ 67,870,415 $ (488,376)      (0.7)            

Deferred charge on refunding $ 86,524 $ 114,913 $ (28,389) (24.7)          
   Total deferred outflows of resources $ 86,524 $ 114,913 $ (28,389) (24.7)          

%
Total assets and deferred outflows of resources $ 67,468,563 67,985,328 (516,765) (0.8)            

%
Long-term liabilities outstanding $ 7,597,003 $ 8,214,077 $ (617,074) (7.5)            
Other liabilities 1,961,022 2,332,967 (371,945) (15.9)          

Total liabilities $ 9,558,025 $ 10,547,044 $ (989,019) (9.4)            

Net position:
Net investment in capital assets $ 49,390,624 $ 49,320,418 $ 70,206 0.1              
Unrestricted 8,519,914 8,117,866 402,048 5.0              

Total net position $ 57,910,538 $ 57,438,284 $ 472,254 0.8              
%

Total liabilities and net position $ 67,468,563 $ 67,985,328 $ (516,765) (0.8)            

Condensed Statements of Net Position
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Net investment in capital assets  

The Authority uses capital assets to provide services to its customers; consequently, these assets are not available 
for future spending.  Although the Authority’s investment in its capital assets is reported net of related debt, it 
should be noted that the resources needed to repay this debt must be provided from other sources, since the capital 
assets themselves cannot be used to liquidate these liabilities. 

In a comparison of 2019-2018, the net position invested in capital assets, net of related debt was $49.21 million 
at December 31, 2019 and represents 83% of total net position.  The net position invested in capital assets 
decreased by 0.4% or $185 thousand from 2018.   

In a comparison of 2018-2017, the net position invested in capital assets, net of related debt was $49.39 million 
at December 31, 2018 and represents 85% of total net position.  The net position invested in capital assets 
increased by 0.1% or $1.1 million from 2017.   

Unrestricted net position 

Unrestricted net position is used by the Authority to finance day-to-day operations without restrictions established 
by debt covenants or other requirements.  Unrestricted cash and investments consist of government securities, 
bank deposits and other cash-equivalents. 

In a comparison of 2019-2018, unrestricted net position increased $1.13 million during the fiscal year 2019 to 
$9.82 million, an 15.5% increase from the prior year.  Unrestricted net position is 17% of the total net position. 

In a comparison of 2018-2017, unrestricted net position increased $402 thousand during the fiscal year 2018 to 
$8.52 million, an 5% increase from the prior year.  Unrestricted net position is 15% of the total net position. 

Changes in Revenues, Expenses & Changes in Net Position 

While the Statements of Net Position reflect the change in the Authority’s financial position, the Statements of 
Revenues, Expenses and Changes in Net Position provide insight as to the nature and source of those changes.  A 
comparison of the current fiscal year’s actual and budgeted income is found on Schedule 1 under Supporting 
Schedules of the Financial Section. 
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Financial Analysis: (Continued) 

The following table summarizes changes in revenues and expenses between fiscal year 2019 and 2018. 

Increase  
2019 2018 (Decrease) % Change

Revenues:
Operating revenues $ 9,949,749    $ 8,464,477    $ 1,485,272  17.5        %
Availability fees 1,218,000    990,000       228,000     23.0        
Other revenue 487,671       328,068       159,603     48.6        

Total revenues $ 11,655,420  $ 9,782,545    $ 1,872,875  19.1        

Expenses:
Operating expenses $ 6,923,410    $ 6,212,000    $ 711,410     11.5        
Depreciation expense 2,667,539    2,642,492    25,047       0.9          
Interest expense 281,718       344,138       (62,420)      (18.1)       
Other 1,180,625    446,435       734,190     164.5      

Total expenses $ 11,053,292  $ 9,645,065    $ 1,408,227  14.6        

Income (loss) before capital contributions $ 602,128       $ 137,480       $ 464,648     $ 338.0      

Capital contributions $ 529,934       $ 334,774       $ 195,160     $ 58.3        

Increase (decrease) in net position $ 1,132,062    $ 472,254       $ 659,808     139.7      
Net position, beginning of year 57,910,538  57,438,284  472,254     0.8          
Net position, end of year $ 59,042,600  $ 57,910,538  $ 1,132,062  2.0          %

Expenses & Change in Net Position
Condensed Statements of Revenues,

2019

2019

2019

2018

2018

2018

2017

2017

2017

0 1 2 3 4 5 6

Other

Sewer

Water

Operating Revenue
($ Millions)
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Financial Analysis: (Continued) 
 
The following table summarizes changes in revenues and expenses between fiscal year 2018 and 2017. 
 

Increase  
2018 2017 (Decrease) % Change

Revenues:
Operating revenues $ 8,464,477    $ 7,744,683    $ 719,794     9.3          %
Availability fees 990,000       540,200       449,800     83.3        
Other revenue 328,068       233,697       94,371       40.4        

Total revenues $ 9,782,545    $ 8,518,580    $ 1,263,965  14.8        

Expenses:
Operating expenses $ 6,212,000    $ 5,493,518    $ 718,482     13.1        
Depreciation expense 2,642,492    2,680,024    (37,532)      (1.4)         
Interest expense 344,138       390,655       (46,517)      (11.9)       
Other 446,435       394,374       52,061       13.2        

Total expenses $ 9,645,065    $ 8,958,571    $ 686,494     7.7          

Income (loss) before capital contributions $ 137,480       $ (439,991)      $ 577,471     $ (131.2)     

Capital contributions $ 334,774       $ 75,000         $ 259,774     $ 346.4      

Increase (decrease) in net position $ 472,254       $ (364,991)      $ 837,245     (229.4)     
Net position, beginning of year 57,438,284  57,803,275  (364,991)    (0.6)         
Net position, end of year $ 57,910,538  $ 57,438,284  $ 472,254     0.8          %

Expenses & Change in Net Position
Condensed Statements of Revenues, 

 
 

 
 
 

2019

2019

2019

2018

2018

2018

2017

2017

2017

0 1 2 3 4 5 6

Administration

Depreciation

Operations

Operating Expense
($ Millions)
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Financial Analysis: (Continued) 

Operating revenues 

Operating revenue consists of water and sewer service charges, penalties and late fees as well as other operating 
revenues. 

In a comparison of 2019-2018, operating revenues increased by $1.485 million or 17.5% to $9.9 million.  Water 
and sewer revenue increased $1.4 million or 15% whereas other revenue, primarily new service installations, 
increased $56.3 thousand or 10% from the year ending 2018.   

In a comparison of 2018-2017, operating revenues increased by $719.80 thousand or 9.3% to $8.5 million.  Water 
and sewer revenue increased $620.1 thousand or 8% whereas other revenue, primarily new service installations, 
increased $99.6 Thousand or 25% from the year ending 2017.   

Nonoperating revenues & capital contributions  

Nonoperating revenues consist of availability fees, investment income and other nonoperating revenues.  
Investments made by the Authority are tightly regulated as to the type of investments that can be made in the 
financial markets.  Please see Note 6 in the Notes to Financial Statements for a discussion as to the statutes 
governing the investment of Authority funds.  Capital contributions from developers include water and sewer 
mains, pump stations, and other infrastructure from developers and governmental entities.  Contributions are 
recognized upon the assignment of the assets and fluctuations from year to year are due to the number of 
completed projects in a given year. 

In a comparison of 2019-2018, other nonoperating revenue increased by $159.6 thousand or 48.6% to $487,671.  
Availability fees were up $228 thousand or 23% to $1.2 million.  Capital contributions for 2019 totaled $529.93 
thousand, compared to $334.78 thousand in 2018. 

In a comparison of 2018-2017, other nonoperating revenue increased by $94.4 thousand or 40.4% to $328,068.  
Availability fees were up $449.8 thousand or 83.3% to $990 thousand.  Capital contributions for 2018 totaled 
$334.78 thousand, compared to $75 thousand in 2017. 

Operating & nonoperating expenses 

Operating expenses consist of personnel services, contractual services, materials and supplies, utilities, insurance 
and other operating expenses that keep the Authority running on a day to day basis.  Nonoperating expenses 
consist of interest expense and other costs that are incurred that do not fall under operating expense.  A comparison 
of the current fiscal year’s actual and budgeted expenses is found on Schedule 2 under Supporting Schedules of 
the Financial Section. 
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Financial Analysis: (Continued) 
 
In a comparison of 2019-2018, operating expenses increased $711.4 thousand or 11.5% to $6.923 million at the 
end of 2019.  Depreciation expense totaled $2.67 million at the end of 2019.  Interest expense was down $62.4 
thousand or -18.1% to $281.7 thousand at year end. 
 
In a comparison of 2018-2017, operating expenses increased $718.5 thousand or 13.1% to $6.21 million at the 
end of 2018.  Depreciation expense totaled $2.64 million at the end of 2018.  Interest expense was down $46.5 
thousand or -11.9% to $344.1 thousand at year end. 
 
Capital assets 
 
The Authority’s investment in capital assets consists of a broad range of capital assets, such as land, buildings, 
water and sewer lines, water storage facilities, water and wastewater plants as well as pump stations, machinery, 
equipment, computers and vehicles.  More information on the Authority’s capital assets is presented in Notes 7 
and 8 of the Notes to the Financial Statements. 
 
As of December 31, 2019, capital assets net of accumulated depreciation was $56.49 million, a decrease of $751.3 
thousand or 1% from FYE 2018.  As of December 31, 2018, capital assets net of accumulated depreciation was 
$57.2 million, a decrease of $1.17 million or 2% from FYE 2017. 
 
The following table summarizes the Authority’s capital assets, net of accumulated depreciation, and the changes 
therein for the years ended December 31, 2019 and 2018. 

Increase  
2019 2018 (Decrease) % Change

Land $ 1,117,306     $ 1,117,306     $ -               -            %
Water and sewer systems 54,424,071   55,259,766   (835,695)      (2)              
Buildings 248,564        121,125        127,439        105            
Vehicles and equipment 628,167        278,254        349,913        126            
Office equipment 63,726          46,295          17,431          38              
Construction in progress 5,589            416,016        (410,427)      (99)            

Total capital assets $ 56,487,423   $ 57,238,762   $ (751,339)      (1)              %

Capital Assets, Net of Accumulated Depreciation
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Capital Assets and Debt Administration: (Continued) 

The following table summarizes the Authority’s capital assets, net of accumulated depreciation, and the changes 
therein for the years ended December 31, 2018 and 2017. 

Increase  
2018 2017 (Decrease) % Change

Land $ 1,117,306     $ 1,117,306     $ -               -            %
Water and sewer systems 55,259,766   56,993,070   (1,733,304)   (3)              
Buildings 121,125        131,382    (10,257)        (8)              
Vehicles and equipment 278,254        77,014      201,240        261            
Office equipment 46,295          31,525          14,770          47              
Construction in progress 416,016        56,598      359,418        635            

Total capital assets $ 57,238,762   $ 58,406,895   $ (1,168,133)   (2) %

Capital Assets, Net of Accumulated Depreciation

Major capital asset activity for the current fiscal year included: 

Current Year Projects: 2019

Greene Water Mains $ 351,486     
East Sewer System Upgrades 246,616     
Office Improvements 61,326       

Long-Term Debt 

Long-term debt is used by the Authority to finance capital projects due to growth in the system, aging equipment 
and lines or changes in regulations.  The Authority has several VRA bond issues outstanding which are rated A+ 
from Standard & Poor’s.  Other long-term obligations of the Authority include employee accrued leave.  More 
detailed information on the Authority’s long-term liabilities is presented in Note 4 of the Notes to the Financial 
Statements. 

At the end of the current fiscal year, the Authority had $7,315,641 in bonds and notes outstanding compared to 
$7,934,662 last year, an 8% decrease.   

Long-Term Trends: 

Connection Growth 

New water connections over the last 10 Fiscal Years are located in Table 8 of the Statistical Section of this report.  
The annual average growth of water customers has been 10% over this 10-year period. 
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Long-Term Trends: (Continued) 

Revenue and Expense Growth 

Presented in Tables 2, 3 and 4 of the Statistical Section is the trend information on Revenues and Operating 
Expenses.  With the growth that has been seen over the last 10 years and the expected growth in the future, the 
Authority is diligent in anticipating the needs of its customers. 

Long-Term Debt 

The Authority has been involved in major construction projects and has used long-term debt to finance the 
majority of its capital asset growth.  The low interest rate environment and the ability of the Authority to 
participate in the state’s loan and grant programs have resulted in low cost debt.  Table 13, the Table of Pledged 
Revenue Coverage for the Last 10 Fiscal Years is presented in the Statistical Section.  Bond Covenants require 
the Authority to maintain Debt Service Coverage Ratio of 1.15. 

Cash and Cash Equivalents 

The Authority’s use and management of its cash accounts are predicated on the following criteria:  self-funding 
of smaller construction and of our larger operations and maintenance projects to reduce the Authority’s 
dependency on the bond/loan market, a requisite operations and maintenance reserve fund, unforeseen 
contingencies, and finally, to enhance favorable financing terms with its creditors. 

Requests for Information: 

This financial report is designed to provide a general overview of the Authority’s finances.  Questions concerning 
any of the information provided in this report or requests for additional financial information should be addressed 
to the Finance Department at P.O. Box 148, Ruckersville, Virginia 22968. 
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* White Oak Lake

* Madison Water Treatment Plant

* Madison Ground Tank

* Madison Wastewater Treatment Plant
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