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OFFICE OF THE MAYOR

July 1, 2011

Dear Citizens of Lynchburg:

City Council adopted the FY 2012 Operating and Capital Budget for all funds on May 24, 2011. This action
followed several months of deliberation and review of the proposed budget and Capital Improvement Program
(CIP). City Council held a budget retreat, six work sessions, and a public hearing on the proposed budget and CIP.
A copy of the FY 2012 Budget Resolution outlining the appropriations to various City funds can be found behind
the Budget Resolution tab in this document.

Adjustments to the FY 2012 Proposed Operating Budget are as follows:

General Fund Proposed

Operating
Revenues and Use of Fund Balance Budget Adjustments Revised Budget
Revenues $154,001,703 $301,398 $154,303,101
Use of Fund Balance 9,562,649 (568,536) $8,994,113
Total Revenues and Use of Fund Balance $163,564,352 ($267,138) $163,297,214

Expenditures

Operations $103,398,921 ($544,521) $102,854,400
Debt Service 14,727,384 205,887 $14,933,271
Schools-Operations 31,942,103 0 $31,942,103
Greater Lynchburg Transit Company 1,143,714 0 $1,143,714
Transfers to Other Funds 2,179,781 (333,265) $1,846,516
Reserves 1,074,362 848,297 $1,922,659
Capital Improvements 9,098,087 (443,536) $8,654,551
Total Expenditures, Reserves, and Transfers $163,564,352 ($267,138) $163,297,214

Details of these adjustments can be found in the City Council report that follows this letter.

With the adjustments noted above, the General Fund undesignated fund balance as of June 30, 2012, is
projected to be $15,855,783, or 10.3% of revenues. Council’s target for undesignated fund balance is 10.0% of
revenues.

I want to thank City Council and staff for their dedication to public service and their willingness to spend
countless hours deliberating and making difficult choices during this rather challenging budget process. | am proud
that Council has worked together to adopt a budget that will serve us well during this fiscal year.

Thank you.
Sincerely,

Wm

Joan F. Foster
Mayor
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LYNCHBURG CITY COUNCIL
Agenda Item Summary

MEETING DATE: May 10, 2011 AGENDA ITEM NO.:

CONSENT: REGULAR: X CLOSED SESSION:
(Confidential)

ACTION: X INFORMATION:

ITEM TITLE: 1) Adoption and Appropriation of the FY 2012 Operating Budget; 2) Adopt a Resolution
Authorizing the City Manager to Award Monetary Incentives, Awards, and Bonuses to Employees for
Exceptional Services; 3) Adopt the personal property tax relief rate.

RECOMMENDATION:

Adopt and appropriate the FY 2012 Operating Budget; adopt a resolution authorizing the City Manager to
award monetary incentives, awards, and bonuses to employees for exceptional services; adopt a resolution to
set the personal property tax relief rate.

SUMMARY:
Following the April 5, 2011 Public Hearing for the FY 2012 Budget, Council incorporated several adjustments
to the Proposed FY 2012 General Fund Budget as follows:

General Fund Proposed

Operating
Revenues and Use of Fund Balance Budget Adjustments Revised Budget
Rewvenues $154,001,703 $301,398 $154,303,101
Use of Fund Balance 9,562,649 {543.536) $9,019,113-
Use of Fund Balance revised 1 (568,536) $8,994,113
Total Revenues and Use of Fund Balance $163,564,352 {$242,138) $163,322,214-
Total Revenues and Use of Fund Balance revised * ($267,138) $163,297,214

Expenditures

Operations $103,398,921 {$519,521) $102,879;400-
Operations revised ! ($544,521) $102,854,400
Debt Senice 14,727,384 205,887 $14,933,271
Schools-Operations 31,942,103 0 $31,942,103
Greater Lynchburg Transit Company 1,143,714 0 $1,143,714
Transfers to Other Funds 2,179,781 (333,265) $1,846,516
Reserves 1,074,362 848,297 $1,922,659
Capital Improvements 9,098,087 (443,536) $8,654,551
Total Expenditures, Reserves, and Transfers $163,564,352 {$242.138) $163-322.214-
Total Expenditures, Reserves, and Transfers revised ! ($267,138) $163,297,214

Details of these adjustments can be found in Attachment A.

Also, state code requires that the personal property tax relief rate be set at the time the budget is adopted.

Adopting Resolutions A, B, E, F, G, M, N, O, P, Q and R require a majority vote of all of the members of City
Council in attendance, said vote to be taken by ayes and noes.

Adopting Resolutions C, D, H, I, J, K, and L require a two-thirds majority vote (i.e. five of seven) among the
members elected to City Council, said vote to be taken by ayes and noes.

! During City Council’s budget work sessions, the FY 2012 budget was balanced to include $25,000 for the Lynchburg
Neighborhood Development Foundation. At the May 10, 2011, first reading of the FY 2012 Operating budget for adoption,
Council decided to postpone appropriating these funds. As a result, the Use of Fund Balance, Total Revenues and Use of
Fund Balance, Operations, and Total Expenditures, Reserves, and Transfers figures are revised to reflect the change.




Fund Balance !

With the adjustments noted above, the General Fund undesignated fund balance as of June 30, 2012 is
projected to be $15;830,783 $15,855,783, or 10.3% of revenues. Council’s target for undesignated fund
balance is 10.0% of revenues.

PRIOR ACTION(S):

March 8, 15, 22, 29, April 12, 26, 2011 — City Council Work Sessions

April 5, 2011 — Public Hearing on the Proposed FY 2012 Budgets for City Government, Public Schools, Water,
Sewer, Airport and Other Funds, and the FY 2012 - 2016 Capital Improvement Program

BUDGET IMPACT:
See attached budget resolution.

CONTACT(S):
L. Kimball Payne, IlI, City Manager, 455-3990

Bonnie Svrcek, Deputy City Manager, 455-3990
Donna Witt, Director of Financial Services, 455-3968

ATTACHMENT(S):

Attachment A: Balancing the FY 2012 General Fund Budget, and

Resolutions to 1) adopt and appropriate the FY 2012 Operating Budget; 2) approve a resolution authorizing the
City Manager to award monetary incentives, awards, and bonuses to employees for exceptional services; and
3) adopt a resolution to set the personal property tax relief rate.

REVIEWED BY:

! During City Council’s budget work sessions, the FY 2012 budget was balanced to include $25,000 for the Lynchburg
Neighborhood Development Foundation. At the May 10, 2011, first reading of the FY 2012 Operating budget for adoption,
Council decided to postpone appropriating these funds. As a result, the Use of Fund Balance, Total Revenues and Use of
Fund Balance, Operations, and Total Expenditures, Reserves, and Transfers figures are revised to reflect the change.



ATTACHMENT A

BALANCING THE FY 2012 GENERAL FUND BUDGET

Revenues and Use of Fund Balance

Proposed Revenues (from the FY 2012 Proposed Operating Budget)
Use of Fund Balance

Total Proposed Revenues and Use of Fund Balance

Adjustments: Revenue Summary
Dedicated Revenue Adjustments
Compensation Board
Local Law Enforcement Funding (House Bill 599)
Social Senices Administration State Aid
Social Senices Administration Federal Aid
Use of Fund Balance
Addition to Fund Balance
Schools FY 2010 Year End Fund Balance
Revised Revenues and Use of Fund Balance

Expenditures, Reserves and Transfers

Proposed Expenditures, Reserves and Transfers (from the FY 2012 Proposed Operating Budget)

Adjustments: Expenditures, Reserves, and Transfers

Add funding for operations and maintenance of vy Creek and Riverfront Parks

Additional cost for Lynchburg Health Department

Reduce contractual obligation for Lynchburg Regional Convention and Visitors Bureau
Eliminate cost associated with Virginia Retirement System Benefit Option

Remowve Capital Outlay funds for the E911 telephone system
Increase Transfer to Capital for radio replacements
Restore temporary personnel funding for Sheriff

Additional temporary personnel funding for Sheriff to provide security in the Juvenile and Domestic

Relations District Court
Add funding for Lynchburg Community Action Group (LynCAG)
Add funding for Rebuilding Together
Add to the Resenve for Heritage High School Debt
Establish a reserve for future needs
Reduce the transfer for School Capital Projects
Eliminate transfer to the Stadium Fund (close into General Fund)
Add cost of City Baseball Stadium maintenance to Public Works
Add City Stadium Debt

Move Lynchburg Neighborhood Development Foundation from a Contractual to Discretionary Agency
Defer appropriation of funds for Lynchburg Neighborhood Development Foundation

Revised Expenditures

$154,001,703
9,562,649
$163,564,352

($48,450)
210,783
(110,597)
249,662

($25,000)
($543,536)
$163,297,214

$163,564,352

$145,417
37,917
(17,275)
(816,793)
(100,000)
100,000
32,295
21,540

25,000
25,000
800,000
48,297

(543,536)

(333,265)
127,378
205,887
0

(25,000)
$163,297,214






#R-11-045
A. BE IT RESOLVED that by majority vote the FY 2012 General Fund Operating Budget (excluding
External Service Provider and Component Unit expenditures) including the revenues and expenditures
proposed by the City Manager and amended by City Council be adopted as the annual operating
budget of the City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012

and said funds be appropriated:

GENERAL FUND INCOME

GENERAL FUND EXPENDITURES

Beginning Balance $22,830,783 General Government $12,154,537
Non-Dedicated Revenues Judicial Administration 4,440,872
General Property Taxes 68,149,861 Public Safety 31,167,912
Other Local Taxes 44,629,115 Public Works 15,969,158
Permits, Privilege Fees and Licenses 454,300 Health and Welfare 17,205,506
Fines & Forfeitures 470,000 Parks, Recreation and Cultural 5,173,245
Use of Money & Property 508,966 Community Development 2,330,921
Charges for Services 3,539,744 Non-Departmental 5,935,258
Miscellaneous 245,300 Transfer to Other Funds 1,846,516
Revenue from the Commonw ealth 6,048,584 Debt Service 7,923,558
Revenue from Lynchburg City Schools 30,153 Schools (Local Share Only) - Debt Service 7,009,713
Dedicated Revenues Reserves 1,922,659
Revenue from Use of Money & Property Transfer to Capital - City 7,624,033
Charges for Services 1,889,671 Transfer to Capital - Schools 1,030,518
Recreation Revenue 373,800 Ending Balance 15,830,783
Miscellaneous 2,239,138 Ending Balance revised 2 15,855,783
Revenue from the Commonw ealth Subtotal $137,565,189
Categorical Aid - State Shared Expenditures 2,911,234 Subtotal revised 2 $137,590,189

Categorical Aid 15,838,225
Revenue from the Federal Government 6,975,010 External Service Providers ! $8,501,991
Use of Reserves and Designated Fund Balance 2,019,113 External Service Providers 12 $8,476,991

Total $179,152,997
Component Units* $33,085,817

To be considered separately

Total

$179.152,997

During City Council’s budget work sessions, the FY 2012 budget was balanced to include $25,000 for the Lynchburg

Neighborhood Development Foundation, an External Service Provider. At the May 10, 2011, first reading of the FY 2012
Operating budget for adoption, Council decided to postpone appropriating these funds. As a result, the Ending Balance, Subtotal,
and External Service Providers figures are revised to reflect the change.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified:

Clerk of Council

077L_A



#R-11-046
B. BE IT RESOLVED that by majority vote the FY 2012 Mandated and Contractual External Service
Providers Budget of $8,291,272 proposed by the City Manager be adopted as part of the operating
budget of the City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012
and said funds be appropriated:

MANDATED

Blue Ridge Regional Jail Authority

Central Virginia Community SErviCeS BOAIT ...........uiiiiiuiiiiiiieeiiiee ettt e e s eebee s seaeeaes 444,003
Health Department ..........ccccccvevieeevcieenns ...830,977
Region 2000 Local GOVErnNMENt COUNCIL.........eiiiiiieiiiiee ittt e e e e saeaeesaeee s 41,614
TOTAL IMANDATED ... uettttetet ettt see et ebe bbbttt ne e et he b e bbbt ekttt ne et ebtab e n s e et et ne e ns $6.801,446
CONTRACTUAL

LyNChBUrg HUMANE SOCIELY ..veeiuvviieiiieieeeiie e st st e sttte e e te e st e e e st e e et e e e et e e e sntaeeesnaeeeasseeesnnseesnneneens
Lynchburg Lifesaving/Rescue Squad.............cccocveeerineennne

Lynchburg Regional Chamber of Commerce-Tourism
Southern Memorial Association (Old City Cemetery).........
Virginia Cooperative Extension Service ..........ccccccevcveeenns

TOTAL CONTRACTUAL ... tttee ittt e e e e ettt et e e e e ettt e e e e s e e et e e e e aa s bbb e et e e a4 e s b b e et e e e e e e sbbbe e e e e e e e annbbneeeeeennnns

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified: Vidnio & hpter

Clerk of Council

077L_B

#R-11-047
C. BE IT RESOLVED that by two — thirds vote (five of seven) the FY 2012 Central Virginia Area
Agency on Aging Budget of $15,000 proposed by the City Manager be adopted as part of the
operating budget of the City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June
30, 2012 and said funds be appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified: 7ajt/ua_/ @ &W

Clerk of Council

077L_C



#R-11-048
D. BE IT RESOLVED that by two — thirds vote (five of seven) the FY 2012 Central Virginia Community
College Board and Related Operations Budget of $1,831 proposed by the City Manager be adopted as
part of the operating budget of the City of Lynchburg for the fiscal year beginning July 1, 2011 and
ending June 30, 2012 and said funds be appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified:
Clerk of Council
077L_D

#R-11-049
E. BE IT RESOLVED that by majority vote the FY 2012 Court Appointed Special Advocate Budget of
$12,000 proposed by the City Manager be adopted as part of the operating budget of the City of
Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012 and said funds be
appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified: YA & Dpter

Clerk of Council

077L_E

#R-11-050
F. BE IT RESOLVED that by majority vote the FY 2012 Region 2000 Economic Development Council
Budget of $81,586 proposed by the City Manager be adopted as part of the operating budget of the
City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012 and said funds
be appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Cortitied:  Lotoria & Chamber

Clerk of Council

077L_F



#R-11-051
G. BE IT RESOLVED that by majority vote the FY 2012 Robert E. Lee Soil & Water Conservation
District Budget of $10,000 proposed by the City Manager be adopted as part of the operating budget
of the City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012 and said
funds be appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified: 7444‘; _ (2 . %@&

Clerk of Council
077L_G

#R-11-052
H. BE IT RESOLVED that by two — thirds vote (five of seven) the FY 2012 Virginia Legal Aid Society
Budget of $10,000 proposed by the City Manager be adopted as part of the operating budget of the
City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012 and said funds
be appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011
Certified: %; Jins ég ( Zéé S

Clerk of Council
077L_H

#R-11-053
I. BE IT RESOLVED that by two — thirds vote (five of seven) the FY 2012 Amazement Square Real
Estate Tax Refund Budget of $5,302 proposed by the City Manager be adopted as part of the
operating budget of the City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June
30, 2012 and said funds be appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified: % Jnp (2 vy,
Clerk of Council
077L_I



#R-11-054
J. BE IT RESOLVED that by two — thirds vote (five of seven) the FY 2012 Lynchburg Community
Action Group Budget of $25,000 proposed by the City Manager be adopted as part of the operating
budget of the City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012
and said funds be appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified:  albrea & Ot

Clerk of Council

077L_J

K. BE IT RESOLVED that by two — thirds vote (five of seven) the FY 2012 Lynchburg Neighborhood
Development Foundation Budget of $25,000 proposed by the City Manager be adopted as part of the
operating budget of the City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June
30, 2012 and said funds be appropriated.

Introduced: O Adopted: &

Certified:

Clerk of Council
077L_K

#R-11-055
L. BE IT RESOLVED that by two — thirds vote (five of seven) the FY 2012 Rebuilding Together Budget
of $25,000 proposed by the City Manager be adopted as part of the operating budget of the City of
Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012 and said funds be
appropriated.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified: Lo lone 2,

Clerk of Council

077L_L



#R-11-056
M. BE IT RESOLVED that by majority vote the FY 2012 School Operating Budget, including the
revenues and expenditures proposed by the City Manager, be adopted for the fiscal year beginning
July 1, 2011 and ending June 30, 2012 and said funds be appropriated:

SCHOOL INCOME SCHOOL EXPENDITURES

Beginning Balance $0 Operations $75,705,953
State 41,514,583 Grant Funded Expenditures 10,022,828
Federal 461,000 Ending Balance 0
Grants 10,022,828 Total $85,728,781
Local — Operating 31,942,103

Local — Debt Service 33,627

Miscellaneous 1,754,640

Total $85,728,781

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified: 7;:/%«.,_._/ @ &W

Clerk of Council

077L_M

#R-11-057
N. BE IT RESOLVED that by majority vote the FY 2012 Greater Lynchburg Transit Budget including
the revenues and expenditures proposed by the City Manager be adopted for the fiscal year beginning
July 1, 2011 and ending June 30, 2012 and said funds be appropriated:

GREATER LYNCHBURG TRANSIT COMPANY INCOME GREATER LYNCHBURG TRANSIT COMPANY EXPENDITURES

Beginning Balance $0 Operations $7,049,103
Fares 963,000 Ending Balance 0
Contracts 184,720 Total $7,049,103
Federal 1,923,000

State 1,368,000

Local - Operating 1,143,714

Partners 1,296,626

Miscellaneous 170,043

Total $7,049,103

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified:

Clerk of Council

077L_N



FLEET SERVICES INCOME
Beginning Balance
Revenues

Total

AIRPORT INCOME
Beginning Balance
Revenue from Cost Centers
Transfer from General Fund
Interest and Other

Total

WATER FUND INCOME

Beginning Balance

Water Sales

Meter, Sewer Fund & General Fund Hydrant Charges
Cut-on/off Charges

Availability, Connection Fees

Other Charges for Senice

Water Contracts (Amherst/Bedford/Campbell/Industrial)
Interest and Other

Total

SEWER FUND INCOME

Beginning Balance

Charges for Senices

Sewer Contracts (Amherst/Bedford/Campbell/Industrial)
Interest and Other

Total

ASSET FORFEITURE FUND INCOME
Beginning Balance

Revenue

Total

C. VA. RADIO COMMUNICATIONS INCOME
Beginning Balance

Charges for Senvices

Total

HOME FUND INCOME

Beginning Balance

Revenue from the Federal Government
Total

COMPREHENSIVE SERVICES ACT INCOME
Beginning Balance

Miscellaneous

Transfer from General Fund

Lynchburg City School Transfer

Revenue from the Commonwealth

Total

LYNCHBURG BUSINESS DEVELOPMENT CENTRE INCOME
Beginning Balance

Revenue

Total

$956,018
5,440,330
$6,396,348

$100,000
1,687,683
494,536
222,415
$2,504,634

$4,504,515
7,388,160
1,656,900
92,000
120,000
798,849
2,649,695
380,600
$17,590,719

$9,508,366
16,703,158
2,832,938
883,989
$29,928,451

$51,268

$51,268

$300,137
897,814
$1,197,951

$0
467,742
$467,742

$0

110,000
1,349,591
196,541
3,417,468
$5,073,600

$125,385
0
$125,385

#R-11-058

O. BE IT RESOLVED that by majority vote the budgets of the funds mentioned herein be adopted for
the purposes herein mentioned and said funds be appropriated from the funds and resources of the
City of Lynchburg for the fiscal year beginning July 1, 2011 and ending June 30, 2012:

FLEET SERVICES EXPENDITURES
Operations

Debt Senice

Ending Balance

Total

AIRPORT EXPENDITURES
Operations

Debt Senice

Ending Balance

Total

WATER FUND EXPENDITURES
Operations

Debt Senice

Transfer to Water Capital Fund
Ending Balance

Total

SEWER FUND EXPENDITURES
Operations

Debt Senice

Capital Outlay

Transfer to Sewer Capital Fund
Ending Balance

Total

ASSET FORFEITURE FUND EXPENDITURES
Operations

Ending Balance

Total

C. VA. RADIO COMMUNICATIONS EXPENDITURES
Operations

Ending Balance

Total

HOME FUND EXPENDITURES
Operations

Ending Balance

Total

COMPREHENSIVE SERVICES ACT EXPENDITURES
Operations

Ending Balance

Total

LYNCHBURG BUSINESS DEVELOPMENT CENTRE EXPENDITURES
Operations

Ending Balance

Total

$4,887,465
366,116
1,142,767
$6,396,348

$2,134,843
269,791
100,000
$2,504,634

$8,487,008
3,782,678
700,000
4,621,033
$17,590,719

$10,182,881
8,141,619
170,000
2,000,000
9,433,951
$29,928,451

$0
51,268
$51,268

$897,814
300,137
$1,197,951

$467,742
0
$467,742

$5,073,600
0
$5,073,600

$0
125,385
$125,385



LEAF FUND INCOME
Beginning Balance
Pledges/Donations
Total

REGIONAL JUVENILE DET. CENTER INCOME

Beginning Balance
Charges for Senices
Intergovernmental
Total

RISK MANAGEMENT FUND INCOME

Beginning Balance
Charges for Senices
Interest

Subrogation

Total

SPECIAL WELFARE FUND INCOME

Beginning Balance

Donations and Restitutions

Interest

Revenue from the Commonwealth

Total

TECHNOLOGY FUND INCOME

Beginning Balance

Use of Money & Property
Transfer from General Fund

Total

CITY/FEDERAL/STATE AID FUND INCOME

Beginning Balance

Revenue from the Federal Government
Revenue from the Commonwealth
Transfer from General Fund

Other Contributions
Total

COMMUNITY DEV. BLOCK GRANT INCOME

Beginning Balance
Intergovernmental
Total

Introduced:

Certified:

077L_O

May 10, 2011

Dadoner

$125,159
0
$125,159

$0
1,760,603
1,140,120
$2,900,723

$2,765,381
950,202
35,000
25,000
$3,775,583

$57,110
18,000
2,000
8,500
$85,610

$2,067,553
15,000
636,773
$2,719,326

$0
1,697,914
822,398
27,171
45,694
$2,593,177

$0
904,816
$904,816

Ba b

Clerk of Council

LEAF FUND EXPENDITURES
Operations

Ending Balance

Total

REGIONAL JUVENILE DET. CENTER EXPENDITURES
Operations

Debt Senice

Ending Balance

Total

RISK MANAGEMENT FUND EXPENDITURES
Operations

Insurance and Claims

Ending Balance

Total

SPECIAL WELFARE FUND EXPENDITURES
Operations

Ending Balance

Total

TECHNOLOGY FUND EXPENDITURES
Operations

Capital Outlay

Ending Balance

Total

CITY/FEDERAL/STATE AID FUND EXPENDITURES
Operations

Ending Balance

Total

COMMUNITY DEV. BLOCK GRANT EXPENDITURES
Operations

Ending Balance

Total

Adopted: May 24, 2011

$0
125,159
$125,159

$2,616,673
284,050

0
$2,900,723

$289,587
724,967
2,761,029
$3,775,583

$54,250
31,360
$85,610

$468,754
348,113
1,902,459
$2,719,326

$2,593,177
0
$2,593,177

$904,816
0
$904,816



#R-11-059
P. BE IT RESOLVED that by majority vote the FY 2012 Capital Budget is hereby adopted and said
funds be appropriated from the funds and resources of the City of Lynchburg for the fiscal year
beginning July 1, 2011 and ending June 30, 2012, in the total amount of $11,908,494 for the City
Capital Projects Fund; $1,030,518 for the School Capital Projects Fund; $1,850,000 for the Airport
Capital Projects Fund; $5,088,000 for the Water Capital Projects Fund and $22,553,000 for the Sewer
Capital Projects Fund.

Introduced:  May 10, 2011 Adopted: May 24, 2011
Certified: %ﬁ/uy f Darber
Clerk of Council
077L_P

#R-11-060

Q. BE IT RESOLVED that by majority vote in accordance with Section 15.2-1508 of the Code of
Virginia, 1950, as amended, City Council authorizes; and subject to the availability of appropriated
funds, the payment of monetary incentives, awards, and bonuses to City employees for exceptional
services rendered by those employees. Such monetary incentives, awards, or bonuses may not exceed
$5,000 or five percent of the employee's annual salary, whichever is greater. Such incentives, awards,
and bonuses may be offered and paid for such exceptional services as defined in the procedural
directives issued by the City Manager or his/her designee, including, but not necessarily limited to,
any or all of the following purposes:

(1) Individual incentive awards,

(2) Special recognition awards,

(3) Outstanding performance awards, and

(4) Cost savings or revenue generating suggestion awards.

The Director of Human Resources shall administer the incentive award and bonus program. The types
of incentives, awards, and bonuses and the types of exceptional services for which they may be
granted; the amount of particular incentives, awards, and bonuses; and the selection criteria and
process for particular incentives, awards, and bonuses shall be set forth in the procedural directives
issued by the City Manager. The total amount paid in monetary incentives, awards, and bonuses shall
not exceed $60,000 annually.

Introduced:  May 10, 2011 Adopted: May 24, 2011

cortifict:  Dabonen (7 Damber

Clerk of Council

077L_Q



#R-11-061
R. BE IT RESOLVED that by majority vote in accordance with Section 14.2 (b) 2 of the Code of
Virginia, 1950, as amended, the personal property tax relief rate for the fiscal year beginning July 1,
2011 through June 30, 2012 shall be set at 55.44%.

Introduced:  May 10, 2011 Adopted: May 24, 2011

Certified: 7&%24«."_/ y &M&A/

Clerk of Council

077L_R



OFFICE OF THE CITY HALL, LYNCHBURG, VIRGINIA 24505 ® (434) 455-3990

CITY MANAGER FAX (434) 847-1536
TO: The Honorable City Council
FROM: L. Kimball Payne, 111, City Manager L&—

SUBJECT:  Proposed FY 2012 Budget

DATE: March 8, 2011

Introduction

The Proposed FY 2012 Budget for the City of Lynchburg, which includes the General, Capital,
Airport, Water, Sewer, and other minor funds, as well as component units, minus beginning funds and
transfers between funds, totals $311 million. For comparison, the Adopted FY 2011 Budget totaled $316
million and the FY 2010 Budget totaled $308 million.

If the FY 2011 Budget established a new baseline, characterized by lower revenues and
expenditures from pre-recession years, then the Proposed FY 2012 Budget reflects “status quo” with
respect to the “new normal.” The steps that were taken in preparation for the current year’s budget,
coupled with sound fiscal management, have been effective. While localities across the nation are facing
significant deficits and are being forced to eliminate positions, cut pay, and drastically reduce services, the
City of Lynchburg is relatively stable. Significant cuts such as were implemented for the current budget
will not be necessary for the coming year.

The good news is that revenues are no longer declining. They are not growing either, and there is
no expectation of growth in the near term. This results in little capacity to address ongoing challenges or
specific areas of concern, such as anticipated capital and debt service costs for Heritage High School,
employee compensation, or non-profit funding unless new revenues are found or funds are shifted from
other programs and services.

State funding cuts, unfunded mandates, an aging infrastructure, high demands for services and
increasing costs for employee benefits, energy, and materials remain challenges facing the City. Most
economists, while acknowledging the national economic recovery, predict that states and localities will
not experience much relief for at least another year.

One goal during the development of the proposed budget has been to provide a setting in which
City departments can continue to adjust to the changes implemented for the current year. This results in
what is very much a “maintenance budget” as the organization adjusts to the new reality in which it
operates. Nevertheless, the environment is never static and there are a few changes in the proposed
budget that are either unavoidable or seem to be appropriate. Savings in some areas are used to offset



increased costs in others and the proposed budget includes a significant recommendation regarding how
the employees’ share of Virginia Retirement System contributions is handled.

Anticipating the actions of the Virginia General Assembly also played a role in developing the
Proposed FY 2012 Budget. The General Assembly’s Regular Session included consideration of several
pieces of legislation with the potential to significantly impact localities. When the Proposed FY 2012
Budget was finalized, the General Assembly had not concluded its session. As this message was being
drafted, the General Assembly adjourned and released its adopted Budget Conference Report. Updates
based on the actions of the General Assembly are included throughout.

The Proposed FY 2012 Budget does not recommend any tax increases. An alternative budget, if
Council desires to identify significant resources to address priority concerns, would require a discussion
about taking steps to increase revenues.

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. For the
last two years budget development has included a component of civic engagement. Citizens have been
invited to community meetings during which an overview of budget challenges was provided, citizens
worked through small group discussions to address important questions, and the feedback was
consolidated and shared with City Council.

Financial Management Policies

City Council first adopted Financial Management Policies in 1999 and has revised and reaffirmed
them as appropriate, most recently in November 2010. 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, investments and the establishment of contingency reserves to address
unexpected circumstances. If followed, sound financial management policies should do the following:

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

e 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

e 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 complies with adopted Financial Management Policies.

City Council’s Vision and Priorities

In November 2006 City Council adopted the following vision statement:

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 annual retreat, held in September 2010, City Council identified several short term

priorities with budget implications. They were the consolidation of benefits and one or more departments
with the City Schools system, public safety compensation and overall employee compensation.



In October of 2010 four community meetings were held across the City to engage citizens in
conversations regarding the upcoming budget. After briefings on the budget outlook and its drivers, small
group discussions were held regarding funding choices in five broad spending categories: Safe
Community, Excellent Public Schools, Well-Maintained Infrastructure, Strong Economic Development,
and a Vibrant Livable Community. The citizens clearly identified the first three as of the highest priority
but were reluctant to suggest major reductions in the other areas in order to shift resources to higher
priorities.

At its budget retreat in mid-January, City Council acknowledged the importance of funding for a
Safe Community, Excellent Public Schools and a Well-Maintained Infrastructure. Of particular concern
was the situation regarding Heritage High School and how to fund anticipated capital outlays. Council
reiterated its continued strong interest in addressing employee compensation, especially in the areas of
public safety. An additional factor that Council focused on was possible changes to local employee
funding responsibilities under the Virginia Retirement System. Council also expressed its desire to
provide funding for some non-profit organizations affected by the change in policy regarding the
disbursement of Community Development Block Grant (CDBG) funding. As a part of the upcoming
budget deliberations Council indicated the willingness to explore the elimination of services or programs
that might be considered to go “beyond the basics” in order to free up resources to address its priorities.

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 2012 Budget attempts to remain true to these principles in the face of ongoing
fiscal challenges.

Budget Preparation

Throughout the fiscal year budget personnel have closely monitored current revenues and
expenditures compared to the Adopted FY 2011 Budget. They have gathered information on significant
events that might affect either costs or revenues and have kept abreast of the State budget situation in
preparation for FY 2012 budget development. A number of issues or concerns impacting the budget have



been watched. These concerns have also been shared with citizens, employees and City Council. They
are:

e Employee Compensation & Benefits: There has not been an across-the-board salary increase
for City employees since July 1, 2008 and some concern has been expressed regarding
recruitment and retention, particularly in public safety. Increasing costs for medical and dental
benefits are an ongoing concern. Legislation introduced in the General Assembly would have
changed the manner in which the employee’s share of Virginia Retirement System (VRS)
costs was paid. Currently, localities are required to pay that portion. In the end, however, the
Budget Conference Report maintained the status quo. Whether or not the Governor will
accept that position has not been determined.

e The Value of Real Property (commercial & residential): There has been concern that the
biennial reassessment of property would indicate falling property values such have been
experienced elsewhere. Initial indications were that there could be an overall reduction of as
much as two percent (2%) which would result in a loss of approximately $1 million in
revenue.

e Consumption Tax Revenues: Sales, meals, and consumer utility tax revenues have stabilized
but could fall if the economic recovery experiences a setback.

e State Funding Cuts: The potential for further reduced funding of state-mandated, locally-
delivered services was apparent in the budget proposals of Governor McDonnell and both
houses of the General Assembly. The City will be expected to continue its “Local Aid to the
Commonwealth” payments to the State.

e Unfunded Mandates: A number of bills before the General Assembly would have imposed
new unfunded mandates. The shifting to localities of the responsibility for funding Line of
Duty Act benefits was anticipated to cost as much as $2 million. Fortunately, the latest
estimates are much lower.

e Infrastructure: Heritage High School, Miller Park Recreation Center, the West Building,
City Stadium and other components of the City’s infrastructure need to be addressed.
Approximately $9.1 million is available for pay-as-you-go projects in FY 2012. Consultation
with the City’s financial advisors will take place before the budget is adopted to plan the
City’s financing needs for FY 2012.

e Schools Funding: The adoption of the State budget has a major impact on schools funding.
In the General Assembly, there were considerable differences between the Senate and House
budgets with respect to schools funding.

e Blue Ridge Regional Jail: Increased debt service and operating costs for the new Amherst
facility combined with reductions in State funding were anticipated to increase Lynchburg’s
costs by over $1 million.

The combination of all of the above factors led to preliminary estimates of a deficit of four to five
million dollars ($4-5 million) between anticipated revenues and expenditures for the 2012 Fiscal Year.



Fortunately, lower cost increases than originally projected and savings in some areas, particularly debt
service, resulted in a much reduced budget gap.

Budget instructions to City departments were simple. Departments were directed to absorb
increased medical and dental benefits costs and to submit budget requests that were equal to or less than
the current fiscal year. They responded admirably.  With few exceptions, departmental budget
submissions are basically unchanged from the current year. This established a strong foundation on
which to build the proposed budget.

After the receipt of departmental budget submissions, Budget Office staff conducted a thorough
review of each budget, applying zero-based budgeting principles as in the past, clarified questions as
necessary and briefed the City Manager. Budget balancing scenarios were developed and decisions made
that resulted in this Proposed FY 2012 Budget.

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 2012 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. Under each General
Fund department is information comparing the departmental submission to the proposed FY 2012 funding
and a description of significant changes from the Adopted FY 2011 Budget.

The department pages are presented in summary format using six major categories:

Salaries — Compensation for direct labor of persons in the employment of the City. Salaries and
wages paid to employees for full-time, part-time and temporary work, including overtime and automobile,
clothing and tool allowances.

Employee Benefits — Employment related benefits provided to employees as part of their total
compensation. Includes the following:

Group Life Insurance — Payments for both employer’s and employees’ portions of premiums for
employees’ life insurance coverage.

Virginia Retirement System — Payments for both the employer’s and employees’ portions of
premiums for employees’ retirement program for those employees hired prior to July 1, 2010.
Employees hired on or after July 1, 2010 are responsible for the employees’ share of 5% of annual
salary.

Employer’s FICA Contribution — Payments for employer’s share of Social Security Program
contribution.

Vi



Workers’ Compensation Claims — Payments for authorized claims involving employees’ work
related injuries.

Group Hospitalization — Payments made for employer’s share of insurance for full-time classified
employees.

Unemployment Compensation — Payments for benefits related to unemployment claims.

Tuition Reimbursements — Payments to employees to assist with costs for college or other courses
related to City work functions.

Contractual Services — Services acquired on a fee basis or a fixed time contract basis from
outside sources (e.g., private vendors, public authorities or other governmental entities). Includes
maintenance and repairs for City equipment; facilities and infrastructure; legal, architectural,
environmental testing, medical, auditing and financial professional services; information technology
services and software purchases; dietary, advertising, printing; and payments to the Economic
Development Authority.

Internal Services — Charges to departments for services provided by Fleet Services.

Other Charges — This category includes various types of charges such as: supplies and materials
items for the office including books, publications; fuel and natural gas; chemicals; parts; and items for
buildings, grounds, traffic and computer related maintenance. Safety, law enforcement and laboratory
items as well as food, laundry and medical items are included. Utilities, telecommunication charges;
postage; insurance premiums and claims; travel and training; dues and memberships; inventory purchases;
payments to other funds for services, rentals and leases; as well as contributions to other governmental,
community and civic organizations are included.

Capital Outlay — Includes expenditures for the acquisition of fixed assets in excess of $5,000
excluding land, buildings and infrastructure which are major capital expenditures. Also includes
equipment, furniture and fixtures, heavy equipment such as machinery and tools, computer and radio
systems, and specific use equipment for public safety and human services.

Performance Measures

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.

General Fund Revenues

Total General Fund revenues for FY 2012 are projected to be $154.0 million, reflecting only slight
improvement (about $190,000) from the FY 2011 Budget. General Fund revenues consist of both
Dedicated Revenues ($29.9 million) and Non-Dedicated Revenues ($124.1 million). Although there is
some variability (increases or decreases) in specific revenues, in total these amounts are basically
unchanged from the current year. In general, reductions in State funding are offset by the growth of local
revenues.
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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 2012 Budget total $29.9 million, a reduction of $500,000 from the current year. Cuts of over
$900,000 in State funding for locally delivered, state-mandated programs are offset by slight increases in
funding for Constitutional Officers and additional federal funding for Social Services.

Federal Categorical Aid is primarily funding for social services programs and totals $6.7 million,
an $185,000 increase from the current year. The elimination of American Recovery and
Reinvestment Act (ARRA) funding for Social Services Programs ($294,000) is offset by
additional funds for Social Services Administration ($245,000) and Programs ($290,000).

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 $18.7 million, a decrease of $289,000. Despite some modest
increases in funding for Constitutional Officers (a total increase of $137,000 to approximately $3
million), State funding will be cut in the following categories: Social Services Administration
($533,000), the Juvenile Correction Block Grant ($88,000), and Local Law Enforcement (HB 599)
funding ($317,000). (Note: In the Conference Budget, HB 599 funding was only reduced 3.5%
compared to the Adopted FY 2011 Budget resulting in $211,000 being restored.) This category
also shows an increase in Highway Maintenance Funds as more of this revenue is planned for use
to support Public Works operations rather than capital projects.

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 decreased approximately $261,000 due to
reductions in the indirect cost allocations to the Water and Sewer Funds. City Engineering costs
to support Utilities projects will be charged to those funds directly rather than through the indirect
cost allocation method. A further reduction of $500,000 is related to the elimination of the Capital
Return from the Region 2000 Services Authority.

Parking Revenues are projected to decrease approximately $57,000, to $375,000, based on
projections for FY 2011, the first year that these funds were segregated in a cost center.

Charges for Services are projected to increase to $1.9 million with the most significant additions

occurring as a result of Engineering Charges for Utilities ($300,000) and an increase of
approximately $150,000 in charges for Juvenile Services provided to other localities.

Non-Dedicated Revenues

Non-dedicated revenues, or revenues that can be used at the City’s discretion, are projected to
show an increase of approximately $700,000 from the Adopted FY 2011 Budget.

Almost eighty-nine percent (88.8%) of non-dedicated revenues and more than two-thirds (71.6%)
of total General Fund revenues are generated by seven local taxes: the Real Property Tax ($51.8 million),
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the Personal Property Tax ($19.9 million, including the State reimbursement), the Local Sales Tax ($12.7
million), the Meals Tax ($10.6 million), the Business License Tax ($7.2 million), Consumer Utility Taxes
($4.4 million) and the Communications Sales and Use Tax ($3.6 million). The Proposed FY 2012 Budget
anticipates a slight decrease in Real Property Tax revenues offset by an increase in Personal Property Tax,
Business License Tax, and Meals Tax revenues.

General Property Taxes

Real Property Tax revenues are projected to total $51.8 million, a decrease of approximately
$200,000, or less than one half of one percent (0.34%) from the Adopted FY 2011 Budget. Although
some decrease in this revenue had been anticipated, the reduction was less than half of what had been
projected.

Real Property Tax revenue projections are adjusted for an historically uncollectible percentage of
two percent (2.0%), tax relief for the elderly ($715,147), and rehabilitation tax credits ($480,000). For
budget discussions, each penny on the Real Property Tax rate will generate approximately $472,000.
This revenue source represents almost forty-two percent (41.7%) of General Fund non-dedicated
revenues.

The Assessor’s Office has completed the biennial reassessment of real property which will take
effect on July 1, 2011. Notices to property owners were mailed on February 28th. At this point, it is
projected that the total assessed value of taxable real property in the City will decrease by less than one
percent (0.75%) compared to the July 1, 2010 value. Earlier projections had anticipated a decrease of as
much as two percent (2.0%), however, that did not prove to be the case. Some slight adjustment
downward is possible depending on the results of anticipated appeals.

The Assessor’s Office has determined that the total real estate value of property in the City of
Lynchburg is over six billion dollars ($6,264,008,800, an increase of about $30 million from the previous
year). Over twenty-one percent (21.22%) is not taxable. The total assessed value of taxable real property
in the City is estimated to be almost five billion dollars ($4,935,008,300) as of July 1, 2011, about $14
million less than last year.

Personal Property Tax revenues are projected to increase about $500,000, or 3.7%, from the
current year due to increased values of cars, and rebounding values for SUV’s and pickup trucks.
Projections of decreased vehicle values that did not occur led to this revenue category being under
budgeted for FY 2011. The local share of the Personal Property Tax category totals $14.4 million. The
State reimbursement, which is accounted for as Non-Categorical Aid, will be $5.5 million.

The total Statewide reimbursement for the Personal Property Tax has been fixed by the General
Assembly at $950 million. Lynchburg’s reimbursement, of approximately $5.5 million, 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 grows, the State’s share
of individual personal property tax payments falls. The percentage of State reimbursement that makes up
an individual’s Personal Property Tax bill will increase from 54.68% in Tax Year 2011 to 55.44% for Tax
Year 2012 resulting in slightly lower Personal Property Tax bills. 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
sixteen percent (16.0%) of General Fund non-dedicated revenues in the proposed budget.

Public Service Corporations Tax revenue is projected to increase by about ten percent (10%) to
$2.2 million. The value of public service corporation real property in the City is assessed by the State.
An appeal by Verizon of past years’ assessments, if successful, could reduce this revenue. The appeal is
currently under review by the State Corporation Commission.

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 (10.2%) of those funds. Sales Tax revenues started falling below
projections in November of 2008 and continued to fall throughout FY 2009. A slight increase was
experienced in FY 2010 and no further growth has been seen in FY 2011 or is anticipated for FY 2012.
The estimated revenue of about $12.7 million represents no change from the current year.

Electric and Gas Utility Consumption Tax revenues are projected to remain flat at $4.4 million
in FY 2012.

Communications Sales and Use Tax revenues are projected to be unchanged, at $3.6 million.

Meals Tax revenues are projected to increase slightly by $110,000 or about one percent (1.1%).
The revenue estimate of $10.6 million represents nearly nine percent (8.5%) of General Fund non-
dedicated revenues.

Business License Tax revenues of $7.2 million reflect an increase of approximately $432,000
from the current year. Anticipated revenues for FY 2011, based on business filings, will exceed the
budgeted amount. This source makes up nearly six percent (5.8%) of General Fund non-dedicated
revenues.

Motor Vehicle License revenues are projected to remain flat at approximately $1.4 million.
Amusement Tax revenues are projected to increase by about $35,000 to approximately $550,000.

Other revenues in this category make up approximately $4.4 million of the FY 2012 revenue
stream. This category includes Right of Way Fees ($243,000), Electricity and Gas Consumption
Taxes ($355,000), Bank Stock Taxes ($500,000), Recordation Taxes ($400,000), Tobacco Taxes
($950,000), and the Transient Occupancy and Lodging Tax ($1.7 million). With the exception of the
Bank Stock Taxes most of these revenues are projected to be relatively flat or slightly less in FY 2012
compared to FY 2011.

Permits, Fees, and Licenses ($454,000) are projected to fall approximately $160,000 due to the
continued economic slowdown. Fines and Forfeitures ($470,000) are projected to remain flat. Revenue
from the Use of Money and Property ($508,000) is expected to decrease almost $58,000 due to low
interest rates.

Charges for Services are projected to be $3.5 million, a decrease of a little over $100,000 from
the current year. The majority of this ($2.4 million) will be from charges for Ambulance Services. That



amount showed a significant increase in FY 2010, however, revenues from delinquent bills is being
reduced by $100,000 due to the success in collecting current bills. About $793,000 in this category 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 $275,000. The final elimination of State Lottery proceeds (once totaling nearly $600,000)
to support Schools capital projects reduced this revenue by approximately $315,700 from prior years.
General Fund Expenditures

The General Fund finances all government activities with the exception of those operations
financed in the Airport, Water, Sewer and other, smaller funds. All major funds contribute to the

operations of the Fleet Internal Services Fund.

Proposed General Fund expenditures of $163.6 million represent an increase of approximately
$1.2 million or 0.8% from the Adopted FY 2011 Budget

The chart on the following page compares proposed FY 2012 expenditures by categories to the
Adopted FY 2011 Budget and shows the proportion of the General Fund utilized by each service area.
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Proposed FY 2012 Expenditures Compared to FY 2011 and
As a Percent of Total General Fund Expenditures

FY 2012
Manager’s Percent Percent of
Adopted Proposed Increase/ FY 2012
FY 2011 FY 2012 (Decrease) General Fund
GENERAL FUND EXPENDITURES
Operations - Departmental
General Government $12,368,580 $12,154,537 -1.7% 7.4%
Judicial Administration 4,417,018 4,387,037 -0.7% 2.7%
Public Safety 30,867,729 31,267,912 1.3% 19.1%
Public Works 15,743,335 15,718,344 -0.2% 9.6%
Health and Welfare 17,019,634 17,205,506 1.1% 10.5%
Parks, Recreation, and Cultural 5,193,346 5,151,264 -0.8% 3.2%
Community Development 2,353,780 2,330,921 -1.0% 1.4%
Total Operations - Departmental $87,963,422 $88,215,521 0.3%
Operations - Non-Departmental/Other
Non-Departmental $6,105,550 $6,752,051 10.6% 4.1%
Transfers to Other Funds 1,240,667 2,179,781 75.7% 1.3%
Transfer to City Capital 6,358,881 7,524,033 18.3% 4.6%
Transfer to Schools Capital 1,941,733 1,574,054 -18.9% 1.0%
Schools Operations 31,942,103 31,942,103 0.0% 19.5%
Greater Lynchburg Transit Company 1,128,884 1,143,714 1.3% 0.7%
External Service Providers 7,083,271 8,431,349 19.0% 5.2%
Debt Service 16,022,498 14,727,384 -8.1% 9.0%
Reserves 2,541,781 1,074,362 -57.7% 0.7%
Total Operations - Non-Departmental/Other $74,365,368 $75,348,831 1.3%
TOTAL GENERAL FUND EXPENDITURES $162,328,790 $163,564,352 0.8%

General Government includes the Council/Manager Offices, the City Attorney, the City
Assessor, the Commissioner of the Revenue, Communications & 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 Services. Public Works includes Engineering, Buildings and Grounds,
Refuse, 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, Inspections and Code Compliance, Zoning,
Parking Management, and Economic Development.

External Services Providers 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,
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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
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.

Significant Changes from FY 2011

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

Increased Expenditures:

e Additional costs for the Blue Ridge Regional Jail for the City’s share of additional operating
and debt service costs related to the opening of the Amherst facility and to offset cuts in State
funding ($1,037,097).

e Funding of $816,793 is included to offset requiring employees to pay five percent (5%) of
their salaries into the Virginia Retirement System. This will provide employees a salary
increase of approximately 5.6%. (Note: Authority to take this action was not included in the
General Assembly’s Budget Conference Report. Whether or not the Governor will propose an
amendment to provide this authority has not been determined.)

e Additional funding for the Lynchburg Convention and Visitors Bureau as called for in the
contract with the Regional Chamber of Commerce ($351,000).

e An increase in the General Fund subsidy to the Lynchburg Regional Airport due to reduced
revenues as a result of the loss of Delta Airline service ($223,416).

e Provides funding ($105,952) to cover costs associated with the Line of Duty Act benefits that
are mandated for public safety employees. While this program was established by the General
Assembly, its costs were shifted to the localities effective July 1, 2011.

Personnel Changes

e Fourteen (14) new positions are included in the General Fund:

= Three (3) Telecommunicators in Emergency Services that have been grant funded will
be funded in the General Fund for the second half of the fiscal year.

= A Building Maintenance Mechanic Il will be added in Public Works to address
additional building space.

= The Traffic Signal Technician Supervisor in Public Works/Engineering will be
restored.

= Two (2) Refuse Associates will be added to Public Works for three (3) months related
to the movement of landfill operations to Campbell County.

= Social Services will add two (2) Senior Benefits Program Specialists to address
workload concerns.
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= Parking Management will add an Administrative Services Associate Il due to
additional responsibilities. This position will be supported by parking program
revenues.

= The two (2) Parking Enforcement positions will be converted from part-time to full-
time. These positions are also funded by parking program revenues.

= A Police Officer position, not funded in FY 2011, will be funded.

= The Sheriff’s Department will gain an additional State funded Deputy Sheriff.

e Five (5) General Fund positions will remain unfunded:
=  Two (2) Cadets in the Police Department
= A Systems Analyst Programmer in the Police Department
= One (1) Firefighter
= One (1) position in the Office of Internal Audit

e Four (4) full-time General Fund positions will be eliminated:
= A Financial Professional I11 in the Commissioner of the Revenue’s Office
= A Financial Technician I in the Commissioner of the Revenue’s Office
= A GIS Analyst in Community Development
= An Animal Control Officer will be converted to part-time

e Including full-time, part-time and temporary personnel, there will be a net increase of 4.42
FTE’s (Full-time Equivalents) in the General Fund.

Other Changes of Note:

e There is a decrease in Debt Service expenditures in the General Fund of approximately $1.3
million as a result of the refunding accomplished in the Fall of 2010.

e An anticipated cost increase of ten percent (10%) for medical and dental benefits ($630,000)
will be absorbed by the individual departments.

e There are savings of approximately $130,000 in local funding due to additional grant funding
in the Commonwealth Attorney’s Office.

e Management of the Midtown Parking Deck will be removed from Lynch’s Landing and
brought under the City’s Parking Manager.

e Managed Vacancy Savings are again being utilized in the proposed budget. This practice had
been suspended for the current year due to the number of positions being eliminated or not
funded. As the workforce numbers have stabilized, there is a higher degree of confidence in
using managed vacancy savings. The amount in the proposed budget is $635,870.

Local Contribution to City Schools

Local funding in an amount of $40.5 million is proposed for School Operations ($31.9 million),
Schools Capital Projects ($1.6 million) and Debt Service ($7.0 million). This represents no change from
current year funding for School Operations.
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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). The State Superintendent’s Office has reported the following for Lynchburg:

In FY 2008, Lynchburg’s RLE was $16,446,165 and the City actually funded $33,795,991,
105.25% more than the RLE. This compared to a First Cities average of 108.38%.

For FY 2009, Lynchburg’s RLE was $17,801,027 and the City actually funded $30,875,443,
73.45% more than the RLE. This compared to a First Cities average of 82.58%.

For FY 2010, Lynchburg’s RLE was $15,882,705 and the City budgeted $33,769,049, 112.62%
more than the RLE. This compared to a First Cities average of 113.80%.

The report on RLE for FY 2011 has not yet been released and the FY 2012 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 2012. It appears, however, that the Budget Conference Report adopted by the General Assembly
will provide State funding of $43.84 million.

With a projected enrollment (from the State Department of Education) of 8,149 students in FY
2012, local per student support for operations would be basically flat ($3,922 to $3,920).

In the Proposed FY 2012 Budget total appropriations for Schools, including all activities and
funding sources, is estimated to be $88 million.

Debt Service

The City finances a large component of the Capital Improvement Program (CIP) with general
obligation bonds. The last major bond issue occurred in the Summer of 2009 and utilized a combination
of General Obligation bonds and Qualified School Construction Bonds made available through the
American Recovery and Reinvestment Act (ARRA). In addition, $29.7 million in existing debt was
refinanced in September 2010, resulting in savings of $2.4 million (all funds). No new bond issues are
proposed for FY 2012. City staff will meet with the City’s financial advisors before the adoption of the
FY 2012 budget to discuss financing needs.

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 2012 debt service as a percent of operating expenditures
is projected at seven percent (7.0%).
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Reserves

The Proposed FY 2012 Budget includes funding for the following reserves:

Arts and Cultural District Reserve $30,000
Debt Service Reserve - Heritage High School 139,562
Debt Service Reserve - Regional Radio System Replacement 134,800
General Fund Reserve for Contingencies 500,000
Juvenile Services - Detention Home Worker's Compensation 20,000
Other Post Employment Benefits 250,000
Reserve for Snow, Streets, and Bridges (in the CIP) 250,000

$1,324,362

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. Consistent with the financial management policy goal,
$1.2 million is proposed for the General Fund Reserve for Contingencies. Any funds remaining in this
reserve at the end of the fiscal year revert to the General Fund undesignated fund balance. As of March 1,
2011 it is projected that as much as $700,000 will be unspent in the General Fund Reserve for
Contingencies at the end of the fiscal year. It is recommended that those funds roll over into FY 2012’s
Reserve for Contingencies. That, with $500,000 in proposed funding will maintain the reserve at $1.2
million.

Rules promulgated by the Governmental Accounting Standards Board require localities to address
the costs of Other Post Employment Benefits (OPEB). In FY 2009, an OPEB Reserve was established to
address that requirement. The City currently funds post employment health care benefits on a pay-as-you-
go basis based on an actuarial study and a plan to achieve full funding of the reserve over a fifteen (15)
year period. Due to budget restraints and the concern of setting aside funding that offers no direct
services to citizens, the phased in approach is being used. The City is also exploring the possibility of
creating or joining an externally managed trust account to accumulate and invest assets necessary to pay
for the accumulated liability. For FY 2012 a General Fund contribution of $250,000 is proposed.
Additional contributions from the enterprise funds will total $145,852. The balance in the OPEB Reserve
for General Fund activities will be $1,040,480 after the FY 2012 contributions.

The establishment of a Heritage High School Debt Service Reserve is recommended with an
initial allocation of $140,000. Addressing the aging building is perhaps the largest single capital project
facing the City with estimated costs of greater than $50 million. Over $1 million in cash reserves was
established with the adoption of the FY 2011 Budget. It is clear, however, that funding the Heritage High
School fix will require borrowing. It is prudent to start setting aside recurring revenues so that the impact
of the additional debt service can be minimized when funds are needed in 2016. If any additional
recurring funds are identified during budget deliberations it is recommended that they be placed into this
reserve.
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When City Council established the James River Arts and Cultural District one of the commitments
was that admissions tax revenues would be set aside to support activities promoting the district. The Arts
and Cultural District Reserve is proposed to designate those funds for future use.

While no additional funding is provided in FY 2012, 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 $623,473.

The City also maintains School’s Reserve for Textbooks ($1.1 million), Health Insurance ($1.4
million), Future Needs ($75,908) and the FY 2010 Net Return of Fund Balance ($924,395) totaling
approximately $3.5 million.

There are other designated funds identified in the budget document that are reserved for specific
purposes. They include funds for Recreation Programs ($71,496), Detention Home Workers
Compens