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TO:   The Honorable City Council  
   
FROM:  L. Kimball Payne, III, City Manager  
   
SUBJECT:  Proposed FY 2010 Budget  
 
DATE:  March 10, 2009 
 
 
Introduction  
 
 The Proposed FY 2010 Budget for the City of Lynchburg, which includes the General, Capital, 
Airport, Water, Sewer, and other minor funds, as well as component units, minus transfers between funds, 
totals $364 million.  Note:  This total uses a preliminary number for education funding.  The number will 
be revised once State funding is finally determined and the School Board presents a complete budget 
proposal.  For comparison, the Proposed FY 2009 Budget totaled $375 million.  
 
 Budget preparation was impacted by the most significant economic crisis since the Great 
Depression.  The national economy has been crippled by the bursting of the housing bubble and the 
collapse of the financial sector.  At the State level, reduced revenues have caused significant cuts to 
funding provided to localities for state-mandated, locally delivered services.  This has affected funding for 
schools, detention, public safety, social services, juvenile services, and transportation.  Finally, at the local 
level, revenues based on business activity and consumption are falling.  While the City has experienced an 
increase in the total assessed value of real estate, the potential additional revenue from the Real Property 
Tax will not be enough to offset reductions in State funding and other local revenues.  It is clear that the 
City will have fewer resources to operate with in Fiscal Year 2010 than in the previous year.    
 
 While revenues are declining, the demand for services remains strong.  The City has a 
concentration of citizens in need of services and a recession increases demands on social services, public 
safety, and other government services such as the public library.  At the same time the City’s aging 
infrastructure must be addressed for the safety and convenience of the public and to provide an 
environment that supports private investment and business activity.   
 
 The proposed General Fund budget shows significant cuts across all activities.  It provides for no 
salary increases for City employees, in fact it cuts salaries, while absorbing additional costs for employee 
benefits, electricity, equipment, and supplies.  One of the biggest challenges of the budget was to 
complete the financing of two new buildings currently under construction; Sandusky Middle School and 
the Juvenile and Domestic Relations Court House.  New debt service is one of the most significant cost 
increases in the Proposed FY 2010 Budget.  To reduce new debt service, a number of capital projects have 
been deferred or delayed, cash reserves have been reduced, and the balance remaining from the Solid 
Waste Management Fund has been utilized to pay for courthouse construction.   
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 The proposed budget eliminates some services and suggests policy changes for further cost 
reductions.  While eliminating some part-time and temporary (wage) positions, it, so far, has avoided 
widespread layoffs of full-time classified employees.  Nevertheless, a number of currently vacant 
positions will not be funded in FY 2010.  The hiring freeze will continue for all but the most mission 
critical positions as further savings are sought from vacancies.  In addition, the proposed budget calls for a 
reduction in personnel costs of approximately $1.5 million.  That is accomplished through a three percent 
(3%) reduction in salaries for all employees for the fiscal year.  Other alternatives to achieve the same 
personnel cost reduction could include furloughs or layoffs and will be discussed further during budget 
deliberations.   
 
 The enterprise funds reflect a more stable financial picture.  The Airport Fund will rely less on a 
subsidy from the General Fund.  The two Utilities Funds, Water and Sewer, with modest increases in user 
fees, will be better positioned to address significant infrastructure challenges. 
 
 
Budget Development 
 
 In the abstract, budget development is shaped by a number of factors.  They include Financial 
Management Policies, City Council’s vision and priorities and certain principles of budgeting. 
 
Financial Management Policies 
 

City Council first adopted Financial Management Policies in 1999 and has revised and reaffirmed 
them as appropriate, most recently in December 2008.  The policies address such areas as adopting a 
balanced budget, the appropriate fund balance to maintain, restrictions on its use for recurring operating 
expenses, debt management and the establishment of contingency reserves to address unexpected 
circumstances.  If followed, sound financial management policies should do the following:   
 

• Contribute significantly to the City’s ability to insulate itself from fiscal crisis and economic 
disruption 

• Enhance short-term and long-term financial credit ability by helping to achieve the highest 
credit and bond ratings possible 

• Promote long-term financial stability by establishing clear and consistent guidelines 
• Direct attention to the total financial picture of the City rather than single issue areas 
• Promote the view of linking long-term financial planning with day to day operations 
• Provide City Council and the citizens a framework for measuring the fiscal impact of 

government services against established fiscal parameters and guidelines 
• Ensure that the organization is sufficiently resourced to perform mandated responsibilities 
• Provide a foundation for evaluating financial analysis and condition 

 
The Financial Management Policies are included in the General Information section of the budget 

document.  The proposed budget does not comply with adopted Financial Management Policies in three 
cases.  The FY 2010 end of year undesignated fund balance is estimated to be slightly less than the 
stipulated ten percent (9.6% instead of 10%) of General Fund revenues.  In addition, the General Fund 
Reserve for Contingencies is budgeted at $1 million instead of $1.2 million.  Finally, the policy of 
funding ten percent (10%) of the five-year Capital Improvement Plan with pay-as-you-go cash cannot be 
met. 
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City Council’s Vision and Priorities  
 
 In November 2006 City Council adopted the following vision statement to help guide its choices 
for the ensuing two years.  
 

LYNCHBURG CITY COUNCIL VISION 
 
We will work to ensure an environment in which all of the residents of 
Lynchburg are free to pursue their dreams, hopes, and aspirations 
through our understanding and commitment to meet the public’s needs in 
the areas of:  
 

Community Character 
The character of our City is defined by the values and behaviors of its 
residents and its natural and built environments. We are a beautiful, safe and 
comfortable community with hospitable, friendly, and caring citizens who 
are free to pursue their values of faith and family according to their 
individual preferences. 
 

Economic Prosperity 
Our City will maintain a vibrant, industrious community that will expand 
economic opportunities for our citizens. We embrace policies that will 
enhance economic prosperity with the support of a strong Industrial 
Development Authority (since renamed the “Lynchburg Economic 
Development Authority”), emphasis on education, workforce development, 
and a continued commitment to business-friendly initiatives.  
 

Good Government 
City government will deliver, in an equitable manner, public services 
through the effective and efficient stewardship of resources.  
 

Multicultural Vibrancy 
Lynchburg acknowledges and values its rich cultural, ethnic, racial, and 
religious diversity while promoting a respectful and cohesive community.  
 

A Compelling Destination 
The City is a regional draw for entertainment, shopping and business. Our 
unique historic heritage and tourism attractions draw a national audience. 
With its breadth of recreational experiences, centers of interactive living 
history, and opportunities for educational excellence, our City appeals to all 
generations. 

 
 City Council’s vision provides a baseline for City policy development and operational priorities.  
During its most recent annual retreats Council has identified the following priority areas:  Economic 
Development, Fiscal Accountability, Education, Infrastructure, and Public Safety. 
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Budget Principles 
 

There are a number of operating principles important to the sound fiscal management of an 
organization that must meet mandated and contractual financial commitments while delivering quality 
services to the citizens of Lynchburg.  Those principles include: 

 
• Fund debt service  
• Fund mandated programs  
• Maintain a fund balance in accordance with fiscal policy 
• Provide appropriate compensation for City employees 
• Preserve employee benefits 
• Replace essential equipment, especially vehicles and computers 
• Maintain existing facilities and infrastructure 
• Provide excellent core services  
• Provide quality customer service  

 
The Proposed FY 2010 Budget attempts to remain true to these principles; however, some 

compromises have been made and more may be inevitable if the economic situation worsens.  Ultimately, 
the quality of service delivery will suffer. 
 
Budget Preparation 
 
 City departments and City Schools started preparing for the FY 2010 Budget in the Fall of 2008.  
That process consisted of an analysis of current revenues and expenditures compared to the Adopted FY 
2009 Budget, the gathering of information on significant events that might affect either costs or revenues, 
monitoring budgets proposed by the federal and state governments, and considering the resources required 
to address identified priorities.  During those preliminary preparations, a number of issues that would 
affect the FY 2010 Budget were identified.  They included:   
 

• The national recession’s impact on the state and local economies, their revenue producing 
capacities, and increased demands for services to support higher unemployment. 

• Reductions in State funding in the current fiscal year that will carry over into FY 2010 in a 
number of areas including schools, public safety, libraries, and the Constitutional Offices. 

• Further cuts in State funding for locally delivered, state-mandated services outlined by 
Governor Kaine in his proposed budget presented to the General Assembly.  There was 
widespread speculation that the reductions in State revenues were understated and that further 
cuts would be necessary before final budget approval by the General Assembly.  Cuts 
identified in the Governor’s budget would reduce funding to the City by approximately $7 
million.   

• Falling revenues from the Sales Tax creating a shortfall in the current fiscal year and the 
anticipation of less revenue in FY 2010.  Other business activity and consumption related taxes 
were also expected to fall as the recession impacted Lynchburg.  In addition, the Personal 
Property Tax was expected to bring in less revenue due to the decline in new car sales and the 
devaluation of low gas mileage vehicles such as SUV’s and pickup trucks.   

• Sharply increasing costs for the Comprehensive Services Act (CSA) that suggested the need to 
double local expenditures. 
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• The desire to increase positions in Emergency Communications (Lyn-Comm) to meet 

demonstrated staffing needs and in the Police Department to meet the goal of adding 
additional officers over a three year period.  

• Continued increases in the costs of employee benefits. 
• The desire to remain true to the principles of the Compensation Philosophy through annual 

increases tied to both market and performance.  The cost of a 1% adjustment to total General 
Fund salaries, with benefits, is approximately $535,000. 

• The full funding of salary adjustments made during the fiscal year for promotions, hires above 
the previous salary level and other adjustments for certain positions to ensure salaries remain 
market competitive.   

• The requirement that localities account for and plan the funding of Other Post Employment 
Benefits (OPEB).  Analysis has indicated an annual cost of $1.7 million to the General Fund if 
the benefits were to be fully amortized. 

• Additional debt service of approximately $2.1 million for major capital projects including 
completing the financing for the new Juvenile and Domestic Relations Court House, the new 
Sandusky Middle School, plus major building repairs, and the maintenance of streets and 
bridges.  

• A planned increase in per diem payments to the Blue Ridge Regional Jail Authority for 
housing local prisoners. 

• On the positive side, the biennial reassessment of Real Property in the City was expected to 
provide the potential for a three to five percent (3-5%) increase in Real Property Tax revenues 
at the current tax rate.   

 
Budget Analysis 
 

The Proposed FY 2010 Budget was developed using a modified zero-based process.  The zero-
based process requires each department to prepare a budget request that reflects the actual costs of 
performing its responsibilities as if it was being done for the first time.  Merely proposing incremental 
additions to a previous year’s budget is not acceptable.  In a zero-based approach, the fact that a dollar 
was spent the year before is not relevant to a request for that same dollar in the new fiscal year.  Each 
dollar must be justified as supporting the functions and operations of the department.   

 
A comparison of two or more consecutive years of budgets prepared through the zero-based 

process will demonstrate how the costs of delivering services has changed; typically highlighting 
increasing costs for benefits, energy, and materials.  Despite an economic recession, such costs have been 
consistently increasing.  Nevertheless, for the preparation of the Proposed FY 2010 Budget City 
departments were given the additional instruction to submit a budget request no more than their adopted 
FY 2009 budgets.   While some exceptions were inevitable, departments as a whole complied with this 
instruction and submitted requests less than or equal to the current year. 

 
After the submission of departmental budget requests, Budget Office staff conducted a line item 

review of each budget.  In addition, the City Manager met with selected departments to discuss the 
submissions.  During those meetings additional information was provided or requested for later review to 
clarify or further justify proposed spending.   

 
A significant additional step in the effort to reduce costs in the coming fiscal year was direction  

by the City Manager, after the initial review of budget requests, that each department provide suggestions 
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for cuts resulting in an eight percent (8%) reduction in funding from the FY 2010 request.  Such an across 
the board cut is neither desirable nor practical because it treats all services as equally important and 
ignores differences in departmental structure and funding.  For example, in some departments over ninety 
percent (90%) of the costs are related to personnel.  An eight percent (8%) cut cannot be implemented in 
those departments without eliminating positions and reducing service delivery.  Nevertheless, the 
suggestions provided by departments to accomplish an eight percent reduction in funding were useful and 
a number of them were taken to balance the proposed budget.   

 
Balancing the General Fund Budget 

 
The initial compilation of anticipated revenues and requested expenditures in the General Fund, 

without adjustment, resulted in a budget in which expenditures exceeded revenues by approximately $10 
million.  The gap could be explained as primarily composed of three components: approximately $4 
million in reduced revenues, $4 million in increased expenditure requests, and $2 million in additional 
debt service. 
 
 The following actions were taken to close the “gap” of $10 million: 
 

• Except for two positions required for the new courthouse and one that actually results in 
savings, no new positions were funded. 

• The proposal to increase local funding for the Comprehensive Services Act (CSA) was 
eliminated to save $1.5 million.  This will have significant implications for how this program 
is administered in the coming year. 

• Planned borrowing was reduced by $14 million to reduce new debt service by $300,000. 
• Utilization of $650,000 from the Solid Waste Fund Balance to fund remaining Solid Waste 

debt service. 
• Funding Other Post Employment Benefits (OPEB) costs from the Enterprise Funds 

($250,000). 
• Carrying forward $800,000 from the FY 2009 General Fund Reserve for Contingencies into 

the FY 2010 Reserve for Contingencies. 
• Maintaining flat funding for the Lynchburg Regional Convention and Visitors Bureau 

($220,000). 
• Reducing the projected City contribution for individual employee medical benefits to take 

advantage of recent experience and an anticipated reduction in claims ($528,000). 
• Elimination of the General Fund contributions to Economic Development for General 

Development Support ($250,000, CIP) and Street and Utility Extensions ($250,000, CIP) as 
well as the annual transfer of $200,000 to the Economic Development Authority in support of 
its activities. 

• Elimination of planned vehicle replacements in the General Fund ($1.3 million).  
• Elimination of some pay-as-you-go funding for capital projects, such as radio replacements 

($150,000), in the Capital Improvement Plan (CIP).   
• Level funding of the Blue Ridge Regional Jail ($155,000). 
• Increasing the deductible on the City’s liability insurance to $100,000 ($92,000).   
• Taking an anticipated reduction in Juvenile Detention Center per diem costs ($166,000). 
• The elimination of the $5 per pay period City match for employees participating in the 

deferred compensation program ($83,000). 
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• Funding software maintenance and some equipment expenses from the Technology Fund 

rather than through the Information Technology budget ($190,000). 
• Significant adjustments were made in all City departments.  In addition to the $1.5 million 

reduction in requested CSA funding mentioned above, department level cuts totaled 
approximately $4.9 million.  Those cuts are illustrated in the line item budgets found on the 
individual department budget pages.  

• The most significant action is a proposed three percent (3%) reduction in annual pay for all 
City employees ($1.5 million). 

 
The Budget Document  
 
 The budget document provides a complete description of the resources received by the City from 
all sources and their uses.  All of the various funds utilized by the City are shown along with their 
proposed revenues and expenditures and balances.  
  
 For major revenue categories, generating in excess of $1 million annually, information is provided 
on the enabling legislation, rate history, the amount of revenue generated, the percent change from year to 
year, and a brief analysis of the FY 2010 estimate.  Graphs are included to illustrate revenue history.  This 
information can be found in the summary pages behind the General Fund tab. 
 

Major categories within the General Fund are grouped substantially in accordance with guidance 
provided by the State Auditor of Public Accounts for comparative cost reporting.  The budget document 
also includes organization charts for each department/division that show which positions are supported by 
local revenues and which are supported by other means such as federal or state aid or grants.  Finally, 
under each General Fund department is a comparison of the request for FY 2010 to the Approved FY 2009 
Budget (which allocates to the departments the salary increases included in the Non-departmental section 
of the Adopted FY 2009 Budget) and a listing of major items requested by the department but not 
recommended for funding. 

 
After consultation with the City’s external auditors, staff recommends that the FY 2010 Budget be 

adopted by resolution rather than by ordinance.  The State Code does not require that the annual budget be 
adopted by ordinance; this has simply been the City’s practice.  Adopting the budget by resolution will 
result in no less information being provided in the budget document but will reduce some of the reporting 
requirements in the Comprehensive Annual Financial Report, reducing auditing and production expenses 
for that document.   
 
Performance Measures  

 
For the fifth year, the adopted budget document will include performance measures for each 

department.  The proposed budget document, however, will not include the measures as they will be 
subject to a thorough review and revision as appropriate while budget deliberations occur.  

 
Performance measures are meant to demonstrate the City’s commitment to results oriented 

government that promotes the City’s mission of providing services in the most efficient, effective, and 
equitable manner possible and improving the quality of life in Lynchburg.  Just as overall financial 
performance is measured against adopted policy goals, program performance can be measured against set 
objectives.   
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The City is a member of The Center for Performance Measurement (CPM) of the International 

City/County Management Association (ICMA) and is a member of a 17 member consortium of Virginia 
local governments utilizing performance measurement.  In addition to providing the opportunity to learn 
best practices for the use of performance measurement, membership in the consortium provides 
comparative data to help the City judge its efforts.  Data received annually from similar departments in 
other communities participating in the CPM can also be used to benchmark City performance.   

 
Performance measures are reviewed during budget preparation for appropriateness and relevance.  

This year, it was felt that in some cases the current measures lack relevance.  Accordingly, all of the 
measures are being reviewed with the goal of revising the measures to accomplish two main objectives: a 
meaningful indication of the efficiency and effectiveness of service delivery and, to benchmark 
performance with other localities.  Revised performance measures will be presented to City Council prior 
to budget adoption.  
 
 
General Fund Revenues  
  

Total General Fund revenues for FY 2010 are projected to be $150.7 million, representing a 
decrease of $4.0 million or 2.6% below the FY 2009 Budget.  General Fund revenues consist of both 
Dedicated Revenues ($29.8 million) and Non-Dedicated Revenues ($120.9 million).   
 
Dedicated Revenues 
 

Dedicated revenues are revenues specifically designated by the federal, state or city government to 
be used for specific programs and include federal and state categorical aid and grants, charges for 
services, and reimbursement for indirect costs from enterprise funds.  Dedicated revenues in the Proposed 
FY 2010 Budget total $29.8 million, a decrease of approximately $390,000 from the current year.  With 
the expectation of further cuts in State spending, projections may have to be further reduced after the 
finalization of the State budget.   
 

Federal Categorical Aid is primarily funding for social services programs and totals $6.6 million, 
a slight increase from the current year. 
 

State Categorical Aid provides funding for Constitutional Officers, local law enforcement, 
juvenile corrections, highway maintenance, social services programs, and supports the public library.  
Funding is expected to total $19.5 million, a slight decrease of approximately $80,000.  Cuts in Local 
Law Enforcement funding (over $244,000), the Juvenile Correction Block Grant ($4,300) and Financial 
Assistance to the Public Library ($1,900) were offset by an increase of approximately $207,000 in 
Highway Maintenance funding and $55,000 for Constitutional Officers.  State funding also increased for 
Social Services Administration ($74,000), the Social Services Finance Unit ($81,000) and Social Services 
Programs ($294,000) for a total of $449,000.  These increases require additional local matching funds.  
 

The proposed budget includes a payment to the State of $487,441 reflecting a reduction in funding 
for state-mandated, locally delivered services.  While the Auditor of Public Accounts has directed that the 
payment be shown as “contra revenue” in budget documents, our preference is to designate the payment 
as “Local Aid to the Commonwealth.”  
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Miscellaneous Revenue totals approximately $1.9 million and is comprised mostly of indirect 

cost allocations to the Water, Sewer, Airport and Detention Home Funds for services provided by General 
Fund departments.  This category is being reduced approximately $215,000 due to reductions in the 
indirect cost allocations to the Solid Waste Fund, the Water Fund, and the Sewer Fund offset by increases 
to the Waste Water Treatment Plant, Airport and Juvenile Detention Home.   

 
Non-Dedicated Revenues 
 
 Non-dedicated revenues, or revenues that can be used at the City’s discretion, are projected to 
decrease approximately $3.6 million or 3.0% from the Adopted FY 2009 Budget.   

 
Slightly more than eighty-eight percent (88.4%) of non-dedicated revenues and more than two-

thirds (71.0%) of total General Fund revenues are generated by seven local taxes: the Real Property Tax 
($51.2 million), the Personal Property Tax ($17.9 million, including the State reimbursement), the Local 
Sales Tax ($12.5 million), the Meals Tax ($10.5 million), the Business License Tax ($6.9 million), 
Consumer Utility Taxes ($4.4 million) and the Communications Sales and Use Tax ($3.5 million).  With 
the exception of the Real Property Tax and the Meals Tax, all of these revenues are projected to be less in 
FY 2010 than in FY 2009. 
 
General Property Taxes   
 

Real Property Tax revenues are projected to total $51.2 million, an increase of approximately 
$2.9 million, or a little over six percent (6.1%) from the Adopted FY 2009 Budget, not including the 
allowances mentioned below.   

 
Real Property Tax revenue projections are adjusted for an historically uncollectible percentage of 

two percent (2%), tax relief for the elderly ($621,550), and rehabilitation tax credits ($421,000).  For 
budget discussions, each penny on the Real Property Tax rate will generate approximately $471,000.  
This revenue source represents over forty-one percent (41.2%) of General Fund non-dedicated revenues. 

 
The Assessor’s Office has determined that the total real estate value of property in the City of 

Lynchburg is over six billion dollars ($6,146,760,825).  Just over twenty percent (20.4%) is not taxable.  
The total assessed value of taxable real property in the City is estimated to be almost five billion dollars 
($4,892,958,625) as of July 1, 2009. 

 
The Assessor’s Office has completed the biennial reassessment of real property which will take 

effect on July 1, 2009.  Notices to property owners were mailed on March 2nd.  At this point, it is 
projected that the total assessed value of real property in the City will increase by just under six percent 
(5.7%) compared to the July 1, 2008 value.  This increase includes both the value of new construction and 
the results of the reassessment.  Excluding new construction and corrections to assessment records, the 
total assessed value will grow by five percent (5.0%).  Some slight adjustment downward is possible 
depending on the results of anticipated appeals.  Many property owners may be surprised when notified of 
an increase in assessed value after all of the news regarding falling real estate values.  Unlike other parts 
of the State and nation, however, Lynchburg has not suffered from a general decline in housing values.  
Much of the housing in the City, particularly that valued less than $100,000, has increased in value. 
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Adjusting the Real Property Tax rate to produce the same amount of revenue as during FY 2009 

would require a reduction from $1.05 to $0.998 per hundred dollars of assessed value (the “equalized tax 
rate”).  Such a reduction, which is not recommended in this budget, would require an adjustment of 
approximately $2.9 million to estimated revenues and expenditures for FY 2010.  Council will be required 
to hold a public hearing on the effective tax increase (from $0.998 to $1.05) prior to budget adoption.   

 
 Personal Property Tax revenues are projected to decrease $1.6 million, or 11.6%, from the 
current year due to reduced sales of new cars and falling values for lower gas mileage vehicles such as 
SUV’s and pickup trucks.  The local share of the Personal Property Tax category totals $12.4 million with 
the State reimbursement component totaling $5.5 million.  The State reimbursement for the Personal 
Property Tax is a fixed amount determined by the $950 million cap on total reimbursement set by the 
General Assembly and is based on the amount of taxes collected by the City in 2005 in proportion to the 
total collected across the State.  Because it is a fixed amount, when the value of personal property tax 
assessments was growing the State’s share of individual personal property tax payments was falling. With 
the decline of personal property tax assessments, the State’s share (percentage) will actually increase 
compared to the local amount.  As a result, local citizens will see a minor reduction in their Personal 
Property Tax payments.  The percentage of State reimbursement that makes up an individual’s Personal 
Property Tax bill will rise from 52.94% in Tax Year 2008 to 61.14% for Tax Year 2009.  The State Code 
requires that the State relief percentage be determined with the adoption of the local budget.  The 
combination of the local and State portions of the Personal Property Tax represents about fifteen percent 
(14.7%) of General Fund non-dedicated revenues in the proposed budget.  
 

Public Service Corporations Tax revenue is projected to increase by about $250,000, or over 
fourteen percent (14.3%), from $1.75 million to $2.0 million.  The value of public service corporation real 
property in the City is assessed by the State. 
 
Other Local Taxes 

 
Local Sales Tax revenue is the third largest portion of non-dedicated revenues received by the 

City, representing just over ten percent (10.3%) of those funds.  Sales Tax revenues started falling below 
projections in November of 2008 and are projected to continue to perform poorly as the recession 
deepens.  The estimated revenue of $12.5 million represents a $1.8 million, or 12.4%, reduction in 
anticipated collections.   

 
Electric and Gas Utility Consumption Tax revenues are projected to fall approximately 

$194,000 to $4.4 million in FY 2010.   
 
Communications Sales and Use Tax is projected to show a decline of nearly $288,000 to $3.5 

million.   
 
Meals Tax revenues, although missing projection by a little more than two percent (2.4%) in 

December 2008, rebounded in January 2009 and are expected to show slight growth in FY 2010.  The 
revenue estimate of $10.5 million represents nearly nine percent (8.7%) of General Fund non-dedicated 
revenues.  Revenue growth of slightly more than one percent (1.3%) is projected for FY 2010. 
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Business License Tax revenues of $6.9 million reflect a decrease of approximately $846,000 from 

the current year.  This source makes up nearly six percent (5.7%) of General Fund non-dedicated 
revenues.   

 
Motor Vehicle License revenues are projected to decrease slightly ($178,000) to approximately 

$1.4 million.   
 
Amusement Tax revenues are projected to remain steady at $408,000. 
 
Other revenues in this category make up approximately $4.1 million of the FY 2010 revenue 

stream.  This category includes Right of Way Fees ($271,000), Electricity and Gas Consumption 
Taxes ($355,000), Bank Stock Taxes ($375,000), Recordation Taxes ($400,000), Tobacco Taxes ($1 
million), and the Transient Occupancy and Lodging Tax ($1.7 million).  Most of these taxes are 
projected to produce less revenue in FY 2010 than budgeted in FY 2009. 

 
Permits, Fees, and Licenses ($645,000) are projected to fall approximately $275,000 due to the 

economic slowdown.  Fines and Forfeitures ($570,000) are projected to show no increase in FY 2010 
and Revenue from the Use of Money and Property ($765,000) is expected to be almost half of that 
budgeted in FY 2009 due to low interest rates and planned expenditures of capital funds.  

 
Charges for Services are projected to be $3 million.  The majority of this ($1.8 million) will be 

from charges for Ambulance Services which shows a reduction of approximately $300,000.  About 
$820,000 is revenue from Residential Disposal Fees (decals and tags).  

 
Non-Categorical State Aid totals $6 million and includes a number of sources.  The largest is the 

State reimbursement for the Personal Property Tax Relief Act ($5.5 million) which is fixed by State law.   
 
Revenue from Lynchburg City Schools and Miscellaneous revenues are projected to be 

approximately $860,000.  This includes approximately $590,000 in lottery proceeds (a reduction of nearly 
$85,000 from the current year) to be used for debt service in support of Schools capital projects.   
 
 
General Fund Expenditures 
 
 Proposed General Fund expenditures of $154.2 million represent a decrease of approximately $10 
million or 6.1% from the Adopted FY 2009 Budget.  There is a reduction in virtually every department in 
the General Fund when comparing FY 2009 to FY 2010.   

 
The General Fund finances all government activities with the exception of the Airport and Water, 

and Sewer utility operations.  All major funds contribute to the operations of the Fleet Internal Services 
Fund.  A comparison of each of the General Fund operating departments as a percentage of total General 
Fund expenditures demonstrates the impact of these service areas on the entire proposed spending plan. 
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Expenditures as a Percent of Total General Fund Expenditures 

  
Proposed FY 2010 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
General Government includes the Council/Manager Offices, the City Attorney, the City 

Assessor, the Commissioner of the Revenue, Communications and Marketing, Financial Services, Human 
Resources, Information Technology, Internal Audit, the Electoral Board, the Registrar, and the Treasurer.  
Judicial Administration includes the Circuit, District, and Juvenile and Domestic Relations Courts, the 
Clerk of the Circuit Court, the Commonwealth’s Attorney, the Magistrate’s Office, the Sheriff, and the 
Court Services Unit.  Public Safety includes the Police Department, the Fire and EMS Department, the 
Animal Warden, and Emergency Communications.  Public Works includes Buildings and Grounds, Solid 
Waste Management, Snow and Ice Removal, and Streets.  Health and Welfare includes Social Services 
and Juvenile Services.  Parks, Recreation, and Cultural includes Parks and Recreation, the Library, and 
the Museum System.  Community Development includes Planning, Neighborhood Services, Inspections, 
Engineering, Geographic Information System (GIS), and Economic Development. 

 
External Services Providers (referred to as “Contributory Agencies” in budgets prior to FY 

2008) are groups that provide services to the City outside of general government activities.  Some 
activities, such as the regional jail, are mandated.  The City has contractual relationships with other 
agencies.  Funding of some organizations is discretionary.  Some of the organizations historically funded 
in this area are non-profits that provide services through volunteers, private donations, and grants along 
with a supplement from the City.  The services they provide are typically not offered by local government 
but may impact local government services indirectly.    

 
Non-Departmental includes those miscellaneous components of the City budget that generally do 

not fit nicely into an individual departmental budget but are widespread throughout, such as medical and 

General Fund
Expenditures

Percent of
General Fund

General Government $12,833,576 8.3%
Judicial Administration 4,499,884 2.9%
Public Safety 31,410,818 20.4%
Public Works 13,699,145 8.9%
Health and Welfare 17,369,231 11.3%
Parks, Recreation, and Cultural 5,164,274 3.4%
Community Development 6,490,598 4.2%
External Service Providers 6,584,597 4.3%
Non-Departmental 2,988,845 1.9%
Schools 32,442,103 21.0%
Greater Lynchburg Transit Company 1,128,884 0.7%
Transfers 1,311,322 0.9%
Transfer to City Capital 2,820,617 1.8%
Reserves 220,000 0.1%
Debt Service 15,237,900 9.9%
TOTAL GENERAL FUND $154,201,794 100.0%
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dental costs and a general salary increase, if programmed.  Transfers include payments from the General 
Fund to other funds as a subsidy or payment for services.   
 
Local Contribution to City Schools 
 

Local funding in an amount of $38.7 million is proposed for school operations ($32.4 million) and 
debt service ($6.3 million).  This represents no increase from current year funding for school operations.  
Debt service funding is increasing due to the financing of the new Sandusky Middle School. 
 
 Every year, the State Superintendent’s Office publishes information on the local match required by 
state law to meet the Standards of Quality (SOQ).  That match is referred to as the Required Local Effort 
(RLE).   
 

In FY 2008, Lynchburg’s RLE was $16,446,165 and the City actually funded $33,795,991, or 
105.25%, more than the RLE.  This compared to a First Cities average of 108.38%.   
 
 For FY 2009, Lynchburg’s RLE was $17,526,619 and the City budgeted $32,624,467, or 86.14%, 
more than the RLE.  This compared to a First Cities average of 95.97%.   
 
 The FY 2010 Required Local Effort will be published by the State Superintendent after the State 
budget is finalized by the General Assembly.   
 

The budget proposal approved by the School Board will include State funding approved by the 
General Assembly.  As this message was being written, definite information had not been received from 
the State Superintendent of Public Instruction and the School Board had not adopted its proposed budget 
for FY 2010.  The conference report on the State budget approved by the General Assembly included an 
estimated distribution to Lynchburg City Schools of $53,092,716, based on a FY 2009 Projected 
Unadjusted ADM of 8,218.   Since we understand that the Schools budget will be based on a projected 
enrollment of 8,130, the amount of State funding would be less (probably about $52.5 million).  
Nevertheless, in this message the $53 million estimate of State funding is used as a place holder.   
 
 With a projected enrollment of 8,130 students in FY 2010, local per student support for operations 
would increase 1.0%, from $3,949 to $3,990.  Holding the per student local support flat would reduce the 
City contribution to Schools by $336,733.   
 

In the Proposed FY 2010 Budget total appropriations for Schools, including all activities and 
funding sources, is estimated to be $90.5 million (place holder).    
 
Significant Expenditure Increases 

 
Significant changes from the current year in the proposed General Fund budget include the 

following: 
 

• New debt service of approximately $1.8 million  
• Additional Highway Maintenance Funds ($200,000) 
• Utilities including electric ($144,000) 
• Public Assistance ($515,000) 
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New Initiatives 
 
 The proposed budget funds no new initiatives.  It is anticipated, however, that the City will enter 
into a performance contract with a firm to develop an energy management program for City buildings.  
The program costs, staff and equipment, would be covered by energy savings gained as a result of the 
program.  While an effectively implemented energy management program can save costs over the long 
run, neither the costs nor the potential savings of the program are included in the proposed budget.  
  

Another initiative, currently in its initial stages, is an exploration of opportunities to consolidate 
similar support operations currently administered separately by the Schools System and City government.   
While greater collaboration has been achieved by locating the Schools and City Information Technology 
departments at the same site, there is the potential for the consolidation of operations both in information 
technology and in other areas such as fleet management, finance, procurement, buildings and grounds 
maintenance, human resources, communications and marketing, and project management.  Any 
consolidation of operations should only be considered if it can be demonstrated that the change will result 
in significant costs savings while maintaining or enhancing the quality of services delivered by the 
support activities.  In the end, any savings will probably be achieved only by reducing middle and upper 
management personnel through consolidation.  Because of the difficulty inherent when individuals are 
asked to explore changes that might eliminate their positions, many localities have contracted with outside 
consultants for efficiency studies.  This would require some up front costs (probably between $50,000 and 
$100,000) that could be justified by the expectation of long term savings. 
 
Debt Service 
 

The City finances a large component of the Capital Improvement Program (CIP) with general 
obligation bonds.  To provide funding for some of the projects in the FY 2010-2014 CIP a bond sale is 
planned for the late Spring or early Summer of 2009.  Two major projects needing funding are the 
Juvenile and Domestic Relations Court House and the new Sandusky Middle School.  One of the major 
tasks in the preparation of the Proposed FY 2010 Budget was to reduce planned borrowing in order to 
minimize the impact of new debt service on the General Fund.  That effort reduced planned borrowing 
from $40 million to approximately $26 million.  This was accomplished in part by utilizing funds 
remaining from the closure of the Solid Waste Management Fund to pay the remaining costs of the new 
courthouse.  The new debt will be structured so that only interest will be paid in FY 2010.  Principal 
payments will start in FY 2011.  This will result in additional debt service of approximately $1.8 million 
in FY 2010.  The FY 2011 Budget will have to fund the full year of debt service resulting from this year’s 
bond issuance.  Additional borrowing will be necessary in 2010 to fund essential capital projects.  

 
City Council’s Debt Management Policy requires annual debt service expenditures for tax-

supported debt not to exceed 10% of total General Fund expenditures plus School Component Unit 
expenditures, minus the transfer to Schools.  FY 2010 debt service as a percent of operating expenditures 
is projected at nearly seven percent (6.8%).  The exact amount may vary slightly depending on the final 
Schools budget numbers. 

 
 
 
 
 



Budget Message 
 

 

City of Lynchburg, Virginia Operating Budget, FY 2010 
xv 

 
Reserves 
 
 The Proposed FY 2010 Budget includes funding for the following reserves: 
 

Reserve for Snow, Streets and Bridges (in the CIP) $250,000
General Fund Reserve for Contingencies $1,000,000

  
The Reserve for Snow, Streets, and Bridges serves as a contingency should the costs of snow 

removal exceed budgeted resources.  These funds are transferred from the General Fund to the City 
Capital Fund; unspent funds are used for pay-as-you-go financing of street and bridge projects.   

 
The General Fund Reserve for Contingencies funds expenditures during the fiscal year that were 

unanticipated during budget development.  Any funds remaining in this reserve at the end of the fiscal 
year revert to the General Fund undesignated fund balance.  Eight hundred thousand dollars ($800,000) 
from the FY 2009 Reserve for Contingencies is proposed to be carried forward to FY 2010 to fund most 
of this reserve. The total of $1 million proposed for the General Fund Reserve for Contingencies is 
inconsistent with the financial management policy goal of $1.2 million; however, for several years this 
reserve has had significant funds remaining at fiscal year end. 

 
Rules promulgated by the Governmental Accounting Standards Board require localities to address 

the costs of Other Post Employment Benefits.  Last year, an OPEB Reserve was established to address 
that requirement; however, budget challenges limited the City’s ability to fully fund the reserve.  While 
the funds provided last year will remain designated for OPEB, the General Fund is unable to make an 
additional contribution in FY 2010. Funding for the FY 2010 contribution will come from the Solid Waste 
Management Fund balance and other enterprise funds.  The balance in this reserve will be $510,000 after 
the contributions. 

 
While no additional funding is provided in FY 2010, the previously established Medical Benefits 

Reserve will be maintained as a dedicated fund balance reserve.  The reserve was established to 
ameliorate the impact of increasing medical benefits costs and its current balance is $126,000. 

 
The City also maintains Schools Reserves for Textbooks and Health Insurance totaling $2.7 

million. 
 
There are other designated funds identified in the budget document that are reserved for specific 

purposes. They include funds for Recreation Programs ($108,780), Detention Home Workers 
Compensation ($60,000), Juvenile Services Group Home Reserve ($150,000), Juvenile Services 
Prevention Initiative ($25,000), Law Library ($46,756), and Museums ($14,000). 
  
Fund Balance 
 

City Council’s Financial Management Policies require an Undesignated Fund Balance equal to 
10% of General Fund revenues.  In the event the Undesignated General Fund Balance is used to provide 
for temporary funding of unforeseen emergency needs, the fund balance shall be restored to 10% within 
five fiscal years.  The proposed budget provides for a 9.6% fund balance, amounting to $14.5 million.  It 
also recommends utilizing $2.8 million in fund balance for pay-as-you-go capital outlay.   
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Personnel 
 

As with any service organization, the largest part of the City’s operating budget, approximately 
71.4%, is devoted to employee compensation through salaries, wages, and benefits.  City Council 
understands the value of competitive employee compensation in recruiting and retaining a qualified, 
competent, and diverse workforce capable of maintaining excellent core services.  In furtherance of that 
goal, in November 2003 City Council adopted a Compensation Philosophy that articulates the principles 
under which the City’s compensation plan will be managed.  The City continues efforts to promote 
workforce stability and has experienced acceptable voluntary turnover rates and positive recruiting 
experience for most vacant positions.   

 
The foundation of the City’s compensation plan rests on the goal of attracting and retaining 

employees who are qualified, competent, and representative of the community through pay ranges with 
minimums and benefits levels that are competitive with the relevant labor market.  Using the 
Compensation Philosophy principles that guide periodic review of the pay plan, the Human Resources 
Department periodically measures market competitiveness and makes recommendations to improve the 
City’s position.   

 
Current economic conditions, however, necessitate actions that place ongoing efforts to follow the 

Compensation Philosophy on hold.  Development of the Proposed FY 2010 Budget was started with the 
understanding that it could not support any increase in pay for City employees and would continue the 
current hiring freeze for all but the most critical positions.  As it turned out, the proposed budget could not 
be balanced without a significant reduction in personnel costs.  The proposed action, a three percent (3%) 
across the board reduction in pay, will result in costs savings of approximately $1.5 million.   An 
alternative would be a reduction in force of approximately thirty (30) positions, based on an average per 
employee cost of pay and benefits. Any discussion of a reduction in force should be accompanied by an 
examination of which services should be reduced or eliminated.  

 
The City continues to do a good job managing health care costs.  An increase of about two percent 

(2%) in City contribution is estimated for FY 2010.  An additional two percent (2%) increase is included 
for retiree medical benefits.  No medical plan design changes are anticipated and employees will see 
dependent coverage rate increases of about nine percent (9%) in October.  An increase of approximately 
$53,000 in City contributions is proposed for employee and retiree dental coverage to cover the City’s 
share of projected cost increases. The enterprise funds will see proportional increases for medical and 
dental coverage.   

 
Initial projections for increases in the City’s contribution to FY 2010 medical costs have been 

modified due to the initial success of the Health Management Program (HMP) and significant (39%) 
savings over the previous year realized by switching to a more favorable pricing contract with a new 
Pharmacy Benefit Manager. 

 
Over half (812 or 66%) of eligible City employees participate in the HMP and average medical 

plan claims for those participants fell 37% from the previous year.  In addition to lower claims, direct 
medical services provided by the program and the Certified Nurse Practitioner provided $1.23 value for 
each dollar spent. 
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In light of the promising start of the HMP, with benefits for both employees and the City, a 

medical coverage policy change to encourage greater program participation is proposed.  Beginning with 
the October 1, 2009 plan year, it is proposed that the premium for single coverage will be shared by the 
City and the covered employee.  The City will pay 90% of the cost and the employee will pay 10% of the 
cost of single coverage, about $34.00 per month.  Employees enrolling or maintaining their participation 
in the HMP will receive a credit on the employee share of the premium and will continue to enjoy single 
coverage fully funded by the City. 
 

Eleven (11) new full-time positions were requested by General Fund departments.  Only three (3) 
new positions are recommended for funding.  Two positions, custodians in Public Works, are required for 
the new Juvenile and Domestic Relations Court House.  The third, a custodian in the Parks and Recreation 
Department, will allow for the termination of contracted custodial services at a cost savings.  The Sewer 
Fund will also add an Assistant Chemist position. 

 
Positions requested but not funded in the proposed budget included two (2) cadets in the Police 

Department, three (3) additional telecommunicators for the Emergency Communications Center (Lyn-
Comm), a Building Supervisor in Public Works to oversee custodial activities in the three courts 
buildings, a Facilities Manager in Public Works to establish an energy management program in City 
buildings, and a Graffiti Removal Specialist in Public Works.   

 
A number of positions funded in the current year are proposed to have no funding in FY 2010.  It 

is not suggested that the positions be formally eliminated but held in abeyance without funding until such 
time as a better financial situation can justify funding them.  The positions include: 

 
• Airport Technician I, Airport Fund 
• Associate, Public Works 
• Building Maintenance Supervisor, Public Works 
• Building Code Enforcement Officer, Community Development 
• Business Relations Manager, Economic Development 
• Civil Engineer II, Community Development 
• Delinquent Account Collector, Finance 
• Financial Technician III, Finance, Billings & Collections 
• HR Specialist, Human Resources 
• Laundry Worker, Juvenile Services, Detention Fund 
• Librarian, Library 
• Planner, Community Development  
• Project Manager, Public Works, Streets Division 
• Refuse Associate, Public Works 

 
Because funding for these positions is being removed from the budget, the past practice of 

budgeting $1.5 million in anticipated savings from vacancies must be amended.  Despite reduced 
turnover, some vacancies will occur and the hiring freeze will result in some savings.  Accordingly, 
managed vacancy savings in the proposed budget are estimated to be $750,000.  
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In addition, a number of part-time and temporary (wage) positions are proposed for elimination in 

FY 2010.  They include:   
 
• Administrative Support Associates (3),  Community Development  
• Administrative Support Associate I, Library 
• Construction Coordinator, Parks & Recreation  
• Crossing Guards (2), Police Department  
• Library Assistants (2), Library 
• Shelver, Library 
• Youth Counselor, Juvenile Services 

 
The General Fund workforce supported by the Proposed FY 2010 Budget totals 1,144.35 Full 

Time Equivalent (FTE) employees, comprised of 992.40 full-time classified, 42.26 part-time classified, 
2.00 grant full-time, 45.45 wage, and 62.24 state-funded positions.  The City’s workforce in all funds 
totals 1,373.33 FTEs.  This includes 1,176.50 full-time classified, 47.31 part-time classified, 29.98 grant 
full-time, 57.30 wage, and 62.24 state-funded positions. 
 
 To simplify the distinction between full-time classified positions and other less than full-time 
positions, as of July 1, 2009 the terminology will be changed.  Full-time positions with full benefits will 
still be referred to as “full-time classified.”  Other positions will be categorized as either “part-time” (less 
than thirty-two hours a week) or “temporary”.  The “wage” and “seasonal wage” designations will be 
eliminated.   
 
 
Fleet Services Fund 
 
 The Fleet Services Fund is an internal services fund that manages the City’s fleet of over 700 
vehicles and equipment.  The Fleet Services Director reports to a Board of Directors consisting of 
representatives from various departments that utilize fleet services.  The total operating budget of $5.3 
million for Fleet Services decreased approximately fourteen percent (13.6%) from FY 2009, primarily as 
a result of all General Fund vehicle replacements being deferred.  
 
 Annually, Fleet Services, in consultation with each department, determines the most efficient fleet 
replacement program for the next year based on actual miles driven and maintenance costs.  Vehicle and 
equipment depreciation is budgeted as a non-departmental expense in the General Fund and in the 
individual enterprise funds as contributions to the annual replacement costs in the Fleet Services Fund.  
The General Fund depreciation amount for FY 2010 is $1.8 million.  The Proposed FY 2010 Budget does 
not support any new vehicles in the General Fund; it only provides for six (6) replacement vehicles in the 
Water and Sewer Funds.  Due to the deferral of vehicle replacements in the General Fund, the 
depreciation payment to the Fleet Fund of $1.3 million is proposed to be transferred to the City Capital 
Fund to help fund pay-as-you-go projects. 
 
 
Capital Fund 
 

The Proposed FY 2010-2014 Capital Improvement Program (CIP) includes $70.6 million for City 
capital projects and $82.5 million for school capital projects.  With the addition of the planned capital 
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projects in the Airport, Water and Sewer funds the proposed five year CIP totals $275.1 million.  
Adoption of the CIP is anticipated coincident with adoption of the annual budget.  Proposed capital 
project appropriations total approximately $16.6 million in FY 2010 for both the City and Schools.  While 
extensive work will continue through FY 2010 on projects that were funded in previous years, a large 
number of capital projects that were included in prior CIP’s are being deferred.  Major projects include 
the new Sandusky Middle School and the Juvenile and Domestic Relations Court House.  The FY 2010 
Capital Budget also includes contributions for major building repairs and roof replacements.  Major 
transportation projects include improvements to Greenview Drive, right of way acquisition and the start of 
construction of the Midtown Connector, Expressway pavement overlay, and repairs to the Grace Street 
retaining wall and the Kemper Street Bridge.  The capital budget also supports continued investment in 
downtown revitalization.     

 
Capital funding will be primarily provided through the issuance of general obligation bonds.  The 

City has applied for Literary Loan funding as well as for the Virginia Public Schools Authority Subsidy 
Loan to provide partial financing for the construction of the new Sandusky Middle School.  No funding 
has been allocated to these programs by the State but the applications were completed to put the City in 
good position in case the General Assembly elects to fund the programs.  The City will continue to utilize 
a Line of Credit that has been established to provide interim financing.   

 
 Ideally, a portion of the Capital Improvement Program should be funded each year on a “pay-as-
you-go” basis.  Beginning in FY 2001, a portion of the undesignated fund balance above the targeted ten 
percent (10%) of General Fund Revenues was allocated to pay-as-you-go capital construction for smaller 
projects and/or projects that have a life of less than 20 years.  Subsequently, the following budget policy 
was adopted as a part of the City’s Financial Management Policies:  “Pay-as-you-go funding as a 
percentage of the City’s 5-Year CIP shall not be less than 10% with a goal of 15%.”  Financial constraints 
have precluded adherence with this policy.  This year, the inclusion of a project for the renovation or 
replacement of Heritage High School in the later years of the CIP inflates the required pay-as-you-go 
funding; an amount of $15.3 million would be required for compliance.   
 
 The Proposed FY 2010 Budget provides $4.1 million for pay-as-you-go projects.  The General 
Fund provides $2.8 million with the remaining $1.3 million provided by a transfer from the Fleet Fund.   
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A list of proposed pay-as-you-go projects is provided below. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Airport Fund 
 

The Lynchburg Regional Airport is budgeted as a separate fund to clearly delineate its financial 
operation and the support from the General Fund.  Cost center revenues and a General Fund subsidy of 
approximately $286,000 cover total expenditures of $2.4 million.  FY 2010 operating expenditures are not 
projected to differ significantly from the current year.  With the introduction of reduced fares and 
additional flights at the airport, passenger boardings have increased significantly and revenues from 
airport operations, particularly parking lot revenues, rental car concessions, and fuel flowage fees, are 
expected to show modest growth resulting in increased self-sufficiency.  Accordingly, the City’s subsidy 
to the airport is projected to decrease about $81,000 from the current fiscal year.   

 

Buildings
Major Building Repairs $887,688
Roof Replacements 502,359

Total Buildings $1,390,047

Transportation
Public Transit Improvements (GLTC) $348,900
Greenview Drive Phase II 100,000
Kemper Street Bridge 80,000

Total Transportation $528,900

Economic Development
Culinary Arts Building (Central Virginia Community College) $50,453
Downtown Riverfront Redevelopment 1,500,000

Total Economic Development $1,550,453

Parks and Recreation
Athletic Field Maintenance $260,760
General Park Maintenance 97,333
Community Park Investment Fund 74,000

Total Parks and Recreation $432,093

Reserves
Snow, Streets and Bridges Reserve $250,000

Total Reserves $250,000

TOTAL GENERAL FUND PAY-AS-YOU-GO $4,151,493

FY 2010 PROPOSED GENERAL FUND PAY-AS-YOU-GO
CAPITAL PROJECTS 
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Water Fund 
 

The Water Fund operates as an enterprise fund and requires no subsidy from the General Fund.  In 
fact, it makes a payment to the General Fund through an indirect cost allocation for administrative 
support. 

 
The City’s water system can be characterized as having low rates and ample capacity, while being 

positioned for significant growth opportunities in its customer base.  In addition to serving 22,193 City 
accounts, water is sold by contract to the counties of Amherst, Bedford, and Campbell and to several large 
industrial customers.  Over recent years consumption has remained relatively stable.  A significant 
achievement in the current year is the completion of major renovations of the fifty-year old College Hill 
Water Treatment Plant.  An upgrade of the electrical system, renovation of the filtration system, tank 
rehabilitation, expanded laboratory facilities, security enhancements and other modernization has 
enhanced the ability of the plant to consistently produce high quality drinking water that meets or exceeds 
regulatory requirements.  A significant safety enhancement was the elimination of the use of chlorine for 
disinfection.   
 

An additional characteristic of the water system is its age.  Some components of the distribution 
system, particularly in the downtown area, are as much as one hundred years old.  Those components are 
beyond their useful life and are in need of replacement.  The incidence of water line breaks is increasing 
resulting in service disruptions, higher operational costs, and, in some cases, damage to private property.    

 
The FY 2010 utility rate study proposes a 4% increase in the water rate.  The main use of the 

additional revenues generated by the rate increase will be for capital projects to strengthen the water 
system infrastructure through a water line replacement program. 

 
The proposed budget includes additional expenditures to cover the annual cost of mid-year salary 

adjustments required to maintain market competitiveness and significantly higher costs for chemicals and 
electricity.  As part of the overall City effort to minimize costs as much as possible, reductions are 
anticipated in overtime, software maintenance, training, and meals costs.  There will also be a decrease in 
the indirect cost allocation to the General Fund.   

     
Water Fund total revenues are projected to increase by approximately $400,000, from $12.1 

million to $12.5 million.  Expenditures, including debt service, are projected to increase from $11.3 
million to $12.0 million.  Operating expenses are expected to total $8.1 million, with debt service of $3.4 
million.  There will also be a transfer of $500,000 from fund balance for pay-as-you-go capital projects. 
 

With the proposed rate increase, the unrestricted cash balance is projected to be thirty-four percent 
(34%) of total fund expenditures for FY 2010 with a debt coverage ratio of 1.30, in compliance with City 
Council’s policy to maintain a fund balance at forty percent (40%) of annual fund expenses and a debt 
coverage ratio of no less than 1.2. 
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Sewer Fund 
 

Like the Water Fund, the Sewer Fund operates as an enterprise fund and requires no subsidy from 
the General Fund.  It also provides a payment to the General Fund through an indirect cost allocation for 
administrative support. 

 
The City’s sewer system serves Lynchburg and portions of the surrounding counties.  Although 

operated by the City, the wastewater treatment plant is a regional asset with capital and operating costs 
shared proportionally by the localities.  The City also has contracts with several large industrial users.  
Wastewater flows have been stable over recent years and are expected to remain so in the near term.  
Significant recent accomplishments include the establishment of an alternative disinfection system at the 
wastewater treatment plant that eliminated the use of chlorine and completion of the first phase of the 
replacement of the James River Interceptor closest to its terminus at the treatment plant; a $9 million 
project.  

 
As with the Water Fund, the Sewer Fund is challenged by an aging infrastructure that requires 

additional maintenance and capital expenditure, increasing regulation, and higher chemical, energy and 
equipment costs.  The biggest challenge facing the Sewer Fund, however, is the requirement to eliminate 
overflows from the City’s combined sewer/stormwater system that occur during periods of high rainfall.  
The effort to eliminate the overflows requires significant capital expenditure, with resulting debt service, 
and places a heavy burden on City utility users.   

 
The City is subject to a Special Order with the Department of Environmental Quality (DEQ) that 

regulates efforts to eliminate the Combined Sewer Overflow (CSO) problem.  The Special Order 
establishes a compliance schedule and project priorities for implementation of the City’s CSO control 
plan.  Since signing the Special Order in 1993 the City has eliminated 100 out of 132 overflow points and 
has reduced the pollution loading into the James River and its tributaries by approximately eighty percent 
(80%).  Although the City has spent over $130 million on the CSO control program, the estimated cost to 
complete the remaining work is over $300 million.   

 
The compliance schedule established by the Special Order does not contain fixed dates for 

implementing the CSO control plan, but rather provides for implementation based on three criteria that 
reflect the limits of the City’s financial capability.  These criteria are: 

 
1. The City is required to maintain rates so that the annual sewer bill for the average residential 

customer, using 7 hundred cubic feet (hcf) a month, equals or exceeds 1.25% of median 
household income (MHI). 

2. The City is required to maintain a sewer operating debt coverage ratio within a range of 1.15 to 
1.5. 

3. The City is required to have reserve funds equal to no more than 25% of the prior year's 
budgeted operating expenditures. 

 
The City contracts annually with a utility rate consultant to review operating budget and capital 

program assumptions and to recommend if any rate adjustment is necessary, beyond that required by 
DEQ, in order to adequately finance Sewer Fund activities and to ensure compliance with the provisions 
of the Special Order.   
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The Proposed FY 2010 Budget projects revenues of $19.2 million, compared to expenditures of 

$18.7 million ($8.8 million for operations, $7.3 million for debt service, and a $2.6 million transfer to 
capital for pay-as-you-go funding), and includes a three percent (3%) rate increase as required by DEQ.  
The proposed budget funds the annual costs of mid-year salary adjustments implemented to maintain 
market competitiveness, covers additional operating costs for chemicals and electricity, funds additional 
debt service.  One new position, an Assistant Chemist, is funded for compliance with regulatory 
requirements for nutrient testing.  Resources currently utilized for private laboratory testing will be shifted 
to the position, which will also be cross trained for drinking water lab work, to allow for more timely 
testing and reporting.  As with the Water Fund, expenditures are expected to decrease in some areas due 
to costs savings actions.  The indirect cost allocation to the General Fund will also decrease. 

 
With the proposed rate increase, the unrestricted cash balance is projected to be 31% of fund 

expenses for FY 2010, with a debt coverage ratio of 1.44.  Based on 2000 Census data, adjusted to July 1, 
2009, the annual sewer bill for the average residential customer is estimated to be 1.25% of median 
household income. 

 
 

Solid Waste Management Fund 
 

The Solid Waste Management Fund, previously operated as an enterprise fund, was eliminated at 
the close of FY 2008.  Landfill operations were taken over by the Region 2000 Services Authority on July 
1, 2008.  The City now pays a tipping fee to the Services Authority for each ton of waste disposed of in its 
landfill.  That cost is included in the General Fund, in the Public Works budget, along with other costs of 
Solid Waste Management such as refuse collection, bulk and brush, recycling, litter control, illegal 
dumping response, and related personnel costs.   

 
Cash reserves remaining once the Solid Waste Management Fund was eliminated reverted to the 

City’s fund balance with the intent to use them for one-time capital items.  The primary use of the funds 
was planned to be the implementation of a master plan for the Public Works facilities at 1700 Memorial 
Avenue.  Some funds were also set aside for the development of a plan for the use of the closed City 
landfill and adjoining City owned property once landfill operations move to Campbell County.  

 
Due to the need to reduce General Fund borrowing, approximately $9 million from the Solid 

Waste Fund’s remaining balance is proposed to be used to pay for the Juvenile and Domestic Relations 
Court building.  This will preclude further progress on improvements to the Public Works complex at 
1700 Memorial Avenue beyond the project currently under construction.  In addition, some of the balance 
is programmed into the Proposed FY 2010 Budget to fund Solid Waste debt service, and OPEB 
obligations. 

 
 
Outstanding Issues 
 

There are several outstanding issues that may impact budget deliberations. 
 
• Revenue projections in the Proposed FY 2010 Budget are based on an analysis of actual 

revenues and trends up to January 1, 2009.  Staff will re-examine revenues after April 1, 2009 
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and suggest appropriate adjustments.  A worsening economic outlook could further reduce 
anticipated revenues, calling for further reductions in planned expenditures. 

• Legislation adopted by the General Assembly could add additional costs or further impact 
revenues coming to localities.  Staff will analyze how the actions of the General Assembly 
impact the proposed budget as information becomes available. 

• The impacts of the recently adopted Federal Stimulus Legislation are not determined at this 
time.  It appears that there may be some assistance for schools, public safety, and 
infrastructure, however, as this message was being prepared the picture was unclear.  As 
additional details are learned the potential impact on FY 2010 will be analyzed and 
adjustments suggested as appropriate. 

• Tax Relief for the Elderly and Disabled has not been adjusted for the proposed budget. In the 
past, the amount of funding provided for tax relief has been increased by the same percentage 
as the increase in assessed value.  This does not, however, account for variations in the 
assessed value, up or down, of individual properties. 

• City Council has indicated that it would like to discuss a reduction in its pay as part of the 
budget deliberations.  No change has been assumed in the proposed budget. 

• Pending design decisions for the D Street Bridge may result in a cost increase for this pay-as-
you-go project by as much as $1 million. 

 
 
Implications and Alternatives 
 

Actions taken to balance the Proposed FY 2010 Budget may increase risk in various areas and may 
result in greater utilization of contingency or reserve funds.  Across the budget margins of error for both 
revenues and expenditures have been reduced to the smallest reasonable amounts.  If the economy 
worsens considerably, assumptions and estimates made during budget preparation may become invalid.  
Careful monitoring will be required during FY 2010 to detect any changes that might negatively affect 
implementation of the planned budget. 
 

Reducing General Fund expenditures by $10 million will not be without repercussions.  Service 
delivery will be impacted and citizens may be inconvenienced.  In addition, planned initiatives will be 
delayed or eliminated.  Among the actions implied by the proposed budget that might cause concern are 
the following:   

 
• Closure of the Downtown Branch Library 
• Deferral of capital projects and vehicle replacements 
• Elimination of bagged leaf collection 
• Elimination of part-time positions including Library staff and school crossing guards 
• Elimination of the City match for employee deferred compensation contributions 
• Elimination of funding for employee recognition 
• Instances of non-compliance with adopted Financial Management Policies, especially with 

respect to the General Fund Reserve for Contingencies and the Undesignated Fund Balance 
• Level funding of the Tourism Program, delaying the planned $220,000 increase called for in 

the contract with the Lynchburg Regional Chamber of Commerce 
• Not funding additional Public Safety positions, especially Police Cadets and 

Telecommunicators  
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• Reduction in hours that the Main Library is open due to vacant positions 
• Reduction of minority recruitment initiatives in both the Police and Fire Departments 
• Reductions in funding for Economic Development Initiatives 
• Reductions in overtime that might affect responsiveness to citizens 
• Reduction in pay for City employees 
• Saying “no” to increased local funding for the Comprehensive Services Act  
 

Other Options 
 
During the process of developing the Proposed FY 2010 Budget a number of ideas to reduce costs 

were considered.  Many came from City employees who have been challenged to seek savings wherever 
possible and to suggest cost reducing actions.  What follows, in no particular order, are alternatives that 
could be considered in lieu of certain individual actions in the proposed budget.  Many could have 
unacceptable implications and have been previously rejected.  Nevertheless, it may be instructive to 
discuss some of the various ideas presented below.  
 

• Instead of an across the board reduction in pay consider areas to reduce or eliminate service 
and cut approximately thirty (30) full-time positions. 

• Craft an incentive to encourage eligible employees to retire and keep the resulting vacancies 
open. 

• Consider greater use of furloughs and close buildings to the public. 
• Eliminate free leaf, bulk, and brush collection. At a minimum, review collection procedures to 

maximize efficiency and minimize costs. 
• Consider the greater use of volunteers to replace or augment paid City positions. 
• Eliminate the Wildlife Management Program ($35,000). 
• Shut down the fountain ($12,000). 
• Cut off street lights (costs about $1 million/year). 
• Put DARE officers and School Resource Officers into the field to augment patrol and 

community policing activities. 
• Eliminate an Engine Company to save $650,000 (slightly more if a station is closed at the 

same time). 
• Eliminate part-time Neighborhood Services inspectors for abandoned vehicles, weeds, and 

debris enforcement (Community Development).  
• Aggressively move to consolidate operations with Schools, eliminating management positions. 
• Reduce school funding on a per student basis in recognition of declining enrollment. 
• Close the City Museum System. 
• Eliminate funding for Downtown revitalization. 
• Eliminate or reduce uniforms for City employees. 
• Shut down the DMV Select service in the Commissioner of the Revenue’s and Billings & 

Collections’ offices. 
• Discontinue the transfer of designated revenues to the Technology Fund ($647,000) 
• Change the City Code and/or eliminate funding for contributions to developers for road, water, 

sewer, sidewalks, etc. 
• Sell commercial time on LTV. 
• Increase fees for services. 
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• Equalize Personal Property Tax revenues by increasing the rate from the current $3.80/ $100 

value to $4.70/$100 value.  ($1.6 million). 
 

One thought to keep in mind; if this is the first year of a two to three year adjustment period, 
actions considered this year but not taken may have to be reconsidered in subsequent years.  I have never 
experienced such uncertain and challenging times.  In conversation with colleagues throughout the State, 
it is clear that the magnitude and impact of the current financial crisis is without precedent in our careers.  
Senior staff is using their professional associations and other available resources to seek the best path 
through these times.  As new ideas and potential approaches for addressing our challenges become 
known, we will share them with City Council. 
 
 
Outlook 
  

Looking forward into Fiscal Year 2010 and beyond the biggest questions are, “How far will the 
economy fall?” and, “How long will the recession last?”  While some economists predict that recovery 
will start in late 2009 or early 2010, others suggest a later date.  What is clear is that the nation, and 
ultimately the State and City, are experiencing an economic slowdown of proportions not seen since the 
Great Depression.  Many expect the challenges of preparing for Fiscal Year 2010 to be equal or greater 
for Fiscal Year 2011.  Nevertheless, while the current situation calls for adjustments and cut backs for 
immediate costs savings, it is also prudent to plan for the future and position the City to be in the best 
possible condition to take advantage of a recovering economy when it comes. 

 
In addition to the recession, significant challenges are ongoing. Infrastructure needs will only 

increase and, unless addressed, will impact service delivery.  Reductions in State funding, higher demands 
for services, and limited revenue capacity will continue to strain finances. The City also faces additional 
regulatory requirements in the areas of stormwater and water quality.   

 
The City of Lynchburg has long been one of the most fiscally stressed localities in the 

Commonwealth.  As an older core city it is challenged by high rates of poverty, a high demand for 
services, aging infrastructure, blighted properties, and limited ability to expand its tax base.  Nevertheless, 
the City has practiced sound fiscal management and has been able to realize considerable 
accomplishments.   

 
The City provides excellent core services to its citizens, has an outstanding school system, is 

experiencing a revitalization of the downtown and historic inner city neighborhoods, remains the 
commercial, cultural, and institutional hub of the region, and provides wonderful amenities that enhance 
community livability.  Lynchburg remains an attractive place to live, work, and raise a family.   

 
Unlike other areas of the nation and State, Lynchburg did not see the boom in housing values, nor 

the subsequent bust.  Housing values in general, as indicated by the most recent reassessment, have shown 
moderate increases.  Whether or not those values will be maintained through the recession remains to be 
seen.  The City, however, has certain strengths that may moderate any downturn.  Higher education, 
medical services, engineering and finance are all key drivers in the local economy and, in some cases, are 
continuing to grow.  The City’s cultural, recreational, and natural amenities, its educational opportunities, 
the quality of its built environment, and its ease of mobility should help to maintain housing values in the 
City.  
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The coming year should see the completion of a number of significant infrastructure projects.  The 

first two new buildings built by the City in thirty years, the Juvenile and Domestic Relations Court House 
and Sandusky Middle School, will be opened to serve future generations of Lynchburg residents. The first 
phase of the Greenview Drive improvements, the Fifth Street roundabout, streetscape and utility 
improvements, and enhancements to the Riverfront Park will also be completed.  Progress will continue in 
those areas with subsequent phases of work and also on the replacement of the D Street Bridge, 
renovation of the Rivermont Bridge, and the Midtown Connector. 

 
While these capital improvements are expensive, they represent an investment in the future of the 

City and are important to maintaining and promoting the private sector activity which enhances City 
revenues.  Community livability and economic development are intrinsically linked and complementary 
with each enabling the other.   

 
The City of Lynchburg has enjoyed a long and successful history that has seen it overcome many 

challenges.  With a strong commitment to sustainability, coupled with dedicated citizens and public 
servants, it can position itself for future accomplishments.   

 
 

Conclusion 
 
 The Proposed FY 2010 Budget is offered for City Council consideration, deliberation, amendment, 
and adoption.  Over the next several weeks, Council will have the opportunity to hear from and question 
the representatives of the various departments and agencies seeking funding in FY 2010.  Work sessions 
will be held on Tuesday afternoons throughout the months of March and April.  A public hearing on the 
proposed budget is scheduled for March 31, 2009, at 7:00 p.m., in Council Chambers.  During Council’s 
deliberations, staff is prepared to provide assistance and additional information as Council works toward 
budget adoption. 
 
 Copies of the Proposed FY 2010 Budget are available for public review at the main public library 
and the downtown branch as well as on the City’s website at www.lynchburgva.gov. 
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