TOWN OF FRONT ROYAL
FY 2016-2017 BUDGET RECOMMENDATION

March 21, 2016

The Honorable Mayor Timothy W. Darr

The Honorable Vice Mayor Hollis L. Tharpe
The Honorable Councilman John P. Connolly
The Honorable Councilman Bébhinn C. Egger
The Honorable Councilman Bret W. Hrbek
The Honorable Councilman Jacob L. Meza
The Honorable Councilman Eugene R. Tewalt

RE: Town Manager Recommended FY 2016-2017 Budget

Mayor Darr and Members of Town Council:

I respectfully present the Fiscal Year (FY) 2016-2017 Budget proposal as a plan for the
Town’s delivery of services and capital investment in the upcoming fiscal year. The
presented, balanced budget conforms to the guidance, goals, and fiscal policies
established by Town Council and complies with state law.

The recommended budget for FY 2016-2017 reflects the necessary staffing, operating,
and capital investments to ensure that the Town continues to operate in a progressive and
fiscally appropriate manner. The Town has balanced the General Fund portion of the
recommended budget within the revenues generated from the existing tax revenues. The
Enterprise Funds are funded within their current rate structures with the exception of the
Solid Waste Fund in which rate adjustments are

proposed.

The FY 2016-2017 Budget as presented is $45,817,995,
which represents an overall increase of 3.7% from the
FY 2015-2016 Budget. The budget is comprised of
$13,949,810 for the General Fund, $18,522,865 for the
Electric Fund, $5,745,055 for the Water Fund,
$6,504,130 for the Sewer Fund, and $1,096,135 for the
Solid Waste Fund.
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The following chart represents a five year history of the Town’s budgets.

B GENERAL ELECTRIC [ WATER [ SEWER M SOLID WASTE

The following table provides a breakdown of the changes in the recommended FY
2016-2017 Budget from the FY 2015-2016 approved budget:

FUND FY 16-17
GENERAL $13,949,810
ELECTRIC $18,522,865

WATER $5,745,055
SEWER $6,504,130
SOLID WASTE  $1,096,135
TOTAL $45,817,995
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FY 15-16
$13,354,935
$17,615,850
$5,789,500
$6,465,000

$1.015.500
$44,240,785

DIFFERENCE

$594,875
$907,015
-$44,445
$39,130

$80.635
$1,577,210

PERCENT

104.5%
105.1%
99.2%
100.6%
107.9%
103.6%
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The recommended budget is further defined by the classification of expenses: Personnel -
$13,040,135; Operations and Maintenance - $6,410,095; Power Acquisition -
$14,165,000; Capital Investments - $6,741,995; and Transfers - $3,889,845. The
following pie chart demonstrates the distribution of expenditures:

PERSONNEL
Oo&M
POWER
CAPITAL
DEBT
TRANSFERS

BUDGET HIGHLIGHTS

The recommended FY 2016-2017 Budget is based upon the Town tax rates remaining at
their FY 2015-2016 levels with no proposed increases. The Budget also does not propose
any adjustment to our current water, sewer, or electric rates. Due to capital investment
requirements, there is a proposed adjustment to our solid waste rates, which is detailed in
the Solid Waste Fund section.

The recommended Budget includes a Cost of Living Adjustment (COLA) of $1.00 per
hour. The Budget also includes the Town’s portion of the 10% increase in our group
health insurance rates. The COLA will exceed the increased contribution from all
employees.

Seven new positions are proposed in the recommended Budget. These positions include:
Shared Legal Assistant in the Police Department and Town Attorney’s Office; an
Evidence Technician and Communications Shift Supervisor in the Police Department; an
Engineering Technician and Traffic Technician in the Energy Services Department; an

FY 2016-2017 BUDGET MESSAGE PAGE 3 OF 15



TOWN OF FRONT ROYAL
FY 2016-2017 BUDGET RECOMMENDATION

Automotive Technician in the Fleet Maintenance Division; and a Line Technician in the
Water and Sewer Maintenance Division. In addition, several position reclassifications
and salary adjustments are also proposed. The recommended Budget also includes the
funding associated with the Community Development contract position, transition of the
Clerk of Council to full-time, and the reorganization of the Finance Department. Details
about the personnel changes can be found within the Budget document.

The recommended Budget also includes replacement of numerous vehicles in our Police,
Energy Services, and Environmental Services Departments. A new vehicle is also
included for our Information Technology Department.

Funding is included for the completion of the new Energy Services facility at the end of
Manassas Avenue. Upgrade and repairs to the Manassas Avenue substation is also
included. Funding for a new substation at the former Avtex Site is not included, but will
be evaluated during FY 2016-2017 to assist with future development of the site.

The recommended Budget includes funding for upgrades and repairs to the Crooked Run
Sanitary Sewer Lift Station and replacement of the Water Treatment Plant filter media.

The FY 2016-2017 Budget also increases funding toward the installation of remotely read
water meters and rehabilitation of our sanitary sewer lines.

Our Pavement Management Program is also included in the FY 2016-2017 Budget which
will include reconstruction of Commerce Avenue from Water Street to South Street, Bel
Air Avenue, and Dixie Street.

The Budget also includes matching funding for construction of the Criser Road Trail.
The Town will be applying for TAP 21 funding to construction this project.

Funding from the agreement with Warren County for the Corridor Meals and Lodging
Taxes was used as the funding source for the Community Development contract position
salary and anticipated expenses. The remaining revenue estimated at $150,000 is
unallocated in the Budget. Council could consider utilizing these funds to advance
infrastructure enhancements, further economic development programs, acquire derelict
structures, or fund other necessary capital expenses.
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FUND OVERVIEW

The recommended budget is presented as balanced based upon anticipated revenue
sources with the expected expenses to accomplish service and capital improvement
delivery in FY 2016-2017. The Town’s budget is composed of five individual Funds:
General, Electric, Water, Sewer, and Solid Waste. Each Fund relies on their individual
sources for revenue. The Enterprise Funds of Electric, Water, Sewer, and Solid Waste
rely on revenue generated by their rates for service delivery. The General Fund receives
funding from a number of sources.

GENERAL FUND

The General Fund budget for FY 2016-2017 is $13,949,810 which includes funding for
the following Departments:

Town Council Clerk of Council Town Manager
Town Attorney Human Resources Risk & Personnel Manager
Information Technology Planning & Zoning Tourism
Finance Police Department Environmental Services

Other - EDA, VML Insurance, etc.

The Town’s General Fund receives funding from a number of sources. The primary tax
sources include Real Estate, Personal Property (Machinery & Tools), Sales, BPOL,
Lodging, and Meals. Additional significant sources of revenue include PILOT fees,
Enterprise Fund transfers, and State funding.

All General Fund tax rates are proposed to remain at the current FY 2015-2016 rates.
Transfers from the Enterprise Funds are based upon a funding formula approved by the
Town’s Audit Consultant. The amounts are based upon the typical expenses that an

enterprise effort would spend for administration, legal, human resources, and financial
services based upon their revenue generated.
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The following graph depicts the five-year history of General Fund revenue sources.

[l REAL ESTATE [l PERSONAL PROPERTY SALES TAX B BPOL
B LODGING TAX [ MEALS TAX PILOT B TRANSFERS
STATE [l OTHER

The Town continues to realize slight
increases in revenue from BPOL,
Lodging Tax, Meals Tax and PILOT
Fees. The chart to the right demonstrates
the breakdown of General Fund revenue
sources for Fiscal Year 2016-2017.

To ensure a conservative estimate of
revenue, all revenue predictions are
based upon historical trends with no
significant new sources included.
Development of properties at the former
Avtex Site, in our Entrance Corridors, or
along Leach Run Parkway were not
considered to develop the revenue
estimates for FY 2016-2017. Any
additional realized revenue will augment our General Fund fund balance.
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The following chart summarizes the changes in the General Fund budgets from last fiscal
year to those recommended in this Budget:

FY 16-17 FY 15-16 DIFFERENCE PERCENT
Administration $1,202,955 $1,291,330 -$88,375 93.2%
Info Tech $694,155 $716,045 -$21,890 96.9%
Tourism $327,895 $313,310 $14,585 104.7%
Finance $794,000 $881,410 -$87,410 90.1%
Police $4,874,045 $4,371,325 $502,720 111.5%
Planning $461,590 $452.685 $8,905 102.0%
Environ Svcs $3,754,285 $3,624,850 $129,435 103.6%
Other Gen Fund $1,840,885 $1,703,980 $136,905 108.0%

This graph demonstrates the five year history of General Fund expenses:

Tourism
Other Expenses

Administration [ Information Technology B Finance [l Police

B Planning & Zoning M Environmental Sves
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Expenditures in the General Fund are allocated
into four major areas: Personnel; Operating and
Maintenance (O&M); Capital; and Debt Service.
Personnel includes the salaries and benefits for
staff involved in the wvarious work efforts.
Operating and Maintenance Expenses are the
costs for maintenance contracts, supplies to
perform daily tasks, safety equipment, apparel,
fuel, and other regular expenditures to fulfill
service delivery.  Capital includes one-time
expenses for replacement of vehicles and
equipment; individual project costs; and property
acquisition.  Debt Service is the expense to
finance certain capital projects and acquisitions.
The chart to the left summarizes the FY
2016-2017 allocations for the General Fund.

ENTERPRISE FUNDS OVERVIEW

The Town’s Enterprise Funds are our business enterprises that operate from the revenue
generated from their individual services rates and fees. The Town’s business enterprises
are our Electric, Water, Sewer, and Solid Waste Funds.

Each Enterprise Fund is managed as an independent business operation. Assistance and
oversight from the General Fund operations is provided in the form of management,
human resources, risk management, legal services, financial services, and computer/
network assistance. Use of these centralized services allows the Enterprise Funds to
operate without redundant staffing. In addition, insurance for all operations and capital
infrastructure for the Enterprise Fund departments are paid through the General Fund.

All Enterprise Funds provide the equivalent funding for the services provide by the

General Fund operations through transfer payments that are reviewed and endorsed each
year by the Town’s audit consultant.
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ELECTRIC FUND

The Town’s Department of Energy Services is responsible for the acquisition and
distribution of electricity to our customers. The Town has been providing reliable and
cost effective energy to our customers since 1894. The Town is a member of American
Municipal Power, Inc. (AMP) and participates in several power generation facilities to
ensure a stable power cost to our customers. The proposed budget for FY 2016-2017 is
$18,522,865. This represents an increase of $907,015 from last fiscal year with the
majority of the increase found in the additional $705,000 anticipated in additional
demand for electricity by our customers next year.

Expenditures in the Electric Fund are
allocated to five major areas of expense:
Personnel; Operating and Maintenance
(O&M); Capital; Power Purchase; and
Transfer to the General Fund. The Town
purchases power from a number of sources
including those generation facilities of
which the Town owns a share through AMP.
The chart to the right summarizes the
allocation for the recommended FY
2016-2017 Budget.

The Town has developed a power purchase

program whereby the Town diversifies our

power acquisition needs among a number of

sources with various power generation fuels

(ie coal, natural gas, hydroelectric, wind,

etc.) so that any disruption of field source will not pose a significant threat to our costs.
The program has resulted in stable power purchase expense for the Town that have been
recognized as the lowest residential electric rates in the Commonwealth of Virginia. In
addition, the Town will be adding solar generation from a field to be constructed in Front
Royal in FY 2016-2017.
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The following graph presents the historical expenses for the Electric Fund:

Bl Personnel B O&M [l Capital B Transfer [ Power Purchase

In addition to providing electric service to the Town, the Department of Energy Services
is responsible for maintenance of all street lights and traffic signals located within the
Town. In addition, the Department maintains the flashing devices for school zones and
trail crossing. The Department has recently completed the installation of a new
substation to serve the Riverton area of Town. The Department also services the DC Fast
Charging Station for electric vehicles located at the Tourist Center. The Department is
also responsible for hanging the banners on North Royal Avenue and John Marshall
Highway.

The Department was recently recognized by the American Public Power Association for
exceptionally reliable electric service to our community.
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WATER FUND

The Town’s Department of Environmental Services is responsible for the treatment and
distribution of potable water to our customers. The Town has been providing treated
water since the construction of the “water filtration plant on the Blue Ridge
mountainside” in 1914. Recent upgrades to the Water Treatment Plant have increased the
plant’s treatment capacity to 6.0 million gallons per day and introduced ultraviolet
treatment to further improve the quality of water provided. The majority of the Town’s
water is obtained from the South Fork of the Shenandoah River with additional water
coming from Happy Creek and Sloan Creek. The proposed budget for FY 2016-2017 is
$5,745,055. This represents a decrease of $44,445 from last fiscal year. The equivalent
amount that was reserved in the FY 2015-2016 for fund balance is proposed to advance
the installation of “smart” water meters as part of our automated meter program.

Expenditures in the Water Fund are allocated to five major areas of expense: Personnel;
Operating and Maintenance (O&M); Capital; Transfer to General Fund; and Debt
Service. There is no amount proposed to be reserved with the recommended budget this
year. The following charts present the allocations and history for the Water Fund.

& Personnel & O&M il Capital
B Transfer B Reserve [ Debt Service
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SEWER FUND

The Town’s Department of Environmental Services is responsible for the collection and
treatment of wastewater from our customers. The Town has been treating wastewater
since the construction of the original treatment plant in 1959, with the current plant
originally constructed in 1980. Upgrades to the Wastewater Treatment Plant are
anticipated to be completed in 2017 to increase the treatment capacity to 5.3 million
gallons per day and meet the nutrient removal requirements for the Chesapeake Bay Act.
The proposed budget for FY 2016-2017 is $6,504,130. This represents a increase of
$39,130 from last fiscal year. The equivalent amount that was reserved in the FY
2015-2016 for fund balance is proposed to advance the sewer line rehabilitation effort to
address our inflow and infiltration issues with the collection system.

Expenditures in the Water Fund are allocated to five major areas of expense: Personnel;
Operating and Maintenance (O&M); Capital; Transfer to General Fund; and Debt
Service. There is no amount proposed to be reserved with the recommended budget this
year. The following charts present the allocations and history for the Sewer Fund.

B Personnel B O&M [ Capital
M Transfer [ Reserve [ Debt Service
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SOLID WASTE FUND

The Town’s Department of Environmental Services is responsible for the collection of
yard waste, recycling and garbage from our customers. The Town is currently evaluating
of collection processes to improve our collection methodology to improve efficiency and
cost effectiveness. The proposed budget for FY 2016-2017 is $1,096,135. This
represents a increase of $80,635 from last fiscal year. The increase is associated with the
proposed COLA adjustment for staff and acquisition of a replacement collection vehicle
as recommended by the consultant.

Expenditures in the Water Fund are allocated to five major areas of expense: Personnel;
Operating and Maintenance (O&M); Capital; and Transfer to General Fund;. There is no

debt service as the trucks are leased to purchase. The following charts present the
allocations and history for the Sewer Fund.

B Personnel i O&M [ Capital [l Transfer
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RECOMMENDED RATES

Tax Rates

Real Estate

Mobile Homes
Personal Property
Machinery & Tools

Emergency Services

Meals
Lodging

Electric Rates

Residential Facility Charge
Residential Usage Charge
Commercial Facility Charge
Comm Usage < 700 KWH
Comm Usage > 700 KWH

Water Rates
First 3,000 gallons
Per Add’1 1,000 gallons

Sewer Rates
First 3,000 gallons
Per Add'l 1,000 gallons

FY 2016-2017 BUDGET MESSAGE

$0.13 per $100
$0.13 per $100
$0.64 per $100
$0.64 per $100
$0.32 per $100

4% of Net Sales
6% of Net Sales

$6.24
$0.8490 per KWH
$6.40
$0.1151 per KWH
$0.0756 per KWH

$9.92
$8.51

$16.17
$13.91

No Change
No Change
No Change
No Change
No Change

No Change
No Change

No Change
No Change
No Change
No Change
No Change

No Change
No Change

No Change
No Change
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Solid Waste Rates

Residential - 32 gal Can $12.00 per month  No Change

Residential - 96 gal Can $14.75 per month  Increase $1.00 per month
Residential Private Entry $5.00 per month No Change

Commercial - 96 gal Can $26.00 per month  Increase $3.00 per month
Commercial - Dumpster $215.00 per month  Increase $25.00 per month

Commercial - Dumpster (2x)  $300.00 per month  Increase $60.00 per month
Comm Dumpster Tipping Fee $58.00 per month  Increase $21.00 per month

ACKNOWLEDGEMENTS

This budget proposal is the result of months of effort by staff. I would like to thank each
of our Department Heads and their staff who have work to present budgets that represent
the needs and goals of Front Royal. I would specifically like to thank Kim Gilkey-
Breeden, our Finance Director, for her assistance in preparation of this document. [
would finally like to thank Town Council for the guidance provided in advance of the
development and presentation of the recommended FY 2016-2017 Budget.

CONCLUSION

The Town of Front Royal is a progressive community that is advancing a number of
initiatives and projects to ensure our future is strong. The recommended budget for
Fiscal Year 2016-2017 reflects our community’s desire to provide services in an efficient
and cost-effective manner. The realization of the goals included in this Budget will
ensure Front Royal remains an extraordinary place to live, work, and visit.

I look forward to working with you as Council considers adoption of the Budget for
Fiscal Year 2016-2017.

Sincerely,

Steven M. Burke, PE - Town Manager
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