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Fiscal Review and Analysis
Town Council Annual Fiscal Retreat

February 25, 2023



Agenda

• General Fund Overview
• Peer Comparisons
• Fund Balance History and Trends
• Review Historical Revenue and Expenditure Trends
• Debt Management and Capacity

• Enterprise Fund Overview
• Water and Sewer
• Stormwater Management

• Human Capital Overview
• Capital Improvements & Capital Asset Replacement
• 5-Year Financial Projection



Peer Comparisons
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Population Comparison
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Median Family Income Comparison
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Median Home Value Comparison
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General Fund Balance 
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Points to Consider
• The Town is in a very strong and stable financial position.
• The Town compares favorably to our benchmarks and highly rated 

national medians with respect to key demographic and economic 
indicators.

• Cash funding over the last 5 years for:
– capital projects totals $5.2 million.
– asset replacements totals $7.1 million.

• The Town is heavily reliant on business and consumer related taxes 
that can be more volatile in an economic downturn or slowdown.

• The Town has a healthy unassigned fund balance and a conservative 
fund balance policy.
– Provides a buffer against revenue volatility, economic 

downturns.
• The Town has very low General Fund debt levels relative to best 

practices.
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Unassigned Fund Balance Policy
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Peer Comparison – UFB as % of expenditures
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General Fund Balance – Waterfall Provision
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Recommendation: consider allocating any existing balance over the 50% 
under this provision rather than just the net change for a given fiscal year.
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Fund Balance Policy Recommendations
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Historical General Fund Financials
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Highlights
• General Fund expenditures have exceeded revenues in 

3 of the past 5 years.
• General Property Taxes (real estate and personal 

property) per capita have not kept pace with inflation.
• Other local taxes comprise over 50% of General Fund 

revenues.  
• While our revenue streams are diverse, the Town is 

heavily weighted towards economically sensitive 
business and consumption related taxes.

• Significant increase in Assessed Value of Taxable 
Property due to real estate reassessment in 2022.
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General Fund Revenues Comparison
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Assessed Value

Real estate is 
only reassessed 
every four years



Assessed Value Per Capita
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Real Estate Tax Rate Comparison
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This chart shows that property taxes per capita adjusted for inflation have 
not kept pace with the taxable assessed value.

General Property Taxes Per Capita
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Tax Rate 
History
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Meals Tax Rate Comparison
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Business License (BPOL)
• Various rate categories 

depending on nature of 
business

• Data shown in table and 
chart is for license year 
2023

• Top 3 categories are 
retail, business/personal 
services, and 
professional services



Other Local Taxes Comparison
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Suggested Modification

• Consider elimination of motor vehicle 
license fee to be offset by slight increase 
in personal property tax rate

• Annual license fee revenue = $225,000 
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Debt Management and Capacity
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Existing Debt
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Debt refinanced in 2022 to achieve net present value savings of $1.7 million



Existing Tax-Supported Debt Service
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Debt Management Policies

• The Town will not fund current operations from the proceeds of borrowed 
funds and will confine long-term borrowing and capital leases to capital 
improvements, projects, or equipment that cannot be financed from current 
financial resources.

• The Town will, when financing capital improvements or other projects or 
equipment by issuing bonds or entering into capital leases, repay the debt 
within a period not to exceed the expected useful life of the project or 
equipment. Debt related to equipment ancillary to a construction project 
may be amortized over a period less than that of the primary project.

• The Town will annually calculate target debt ratios for direct, non-revenue 
based debt (“Tax Supported Debt”) that is dependent on the general fund for 
the payment of debt service. So long as payments from the general fund to 
the enterprise fund are not necessary to make up shortfalls in the enterprise 
fund, enterprise fund debt will not be included in the calculation of the debt 
ratios. The debt ratios are outlined on the following slides.

• Suggested policy addition: Rates for Water and Sewer services and 
Stormwater Management shall be set to ensure all enterprise fund debt 
service is paid by the respective enterprise fund.

38



Debt Service vs. Expenditures

39



Debt Service vs. Expenditure Comparison
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12%



Debt vs. Assessed Value
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Debt vs. Assessed Value Comparison
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Enterprise Funds
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Water and 
Sewer Fund

• Separate fund, supported by the 
fee structure – not tax-
supported

• “Mini” Water and Sewer Rate 
study underway 
– Will have separate work session to 

review results
• New factors:

o Realignment/update of 
Capital Improvement 
Program

o Earlier issuance of debt
o ARPA funded positions to 

transition
o Classification and 

compensation adjustments
o Contingency payment for 

WWTP



Cash Balance 
Policy
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Provides that the Town maintain a 
minimum unrestricted cash balance 
equal to 200 days of operating 
expenses.

projected

3.8

2.73.2

3.3
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Increase in revenue 
in 2021 is due to 
availability fees
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Stormwater 
Fund

• Discharges from municipal 
separate storm sewer systems 
(MS4) are regulated under
– Virginia Stormwater 

Management Act
– Virginia Stormwater 

Management Program permit 
regulations

– Clean Water Act as point source 
discharges

• Separate fund established in 
FY22

• Self-supporting, fee-based 
program

• Billed twice a year on the real 
estate tax bill

• Operating costs covered, 
generates surplus to partially cash 
fund some of the necessary 
projects to meet the permit 
requirements



5 Year Financial Projection
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Assumptions
• Annual revenue and expenditure growth averaging 3% 

– Historical review showed average of 2.6% for revenue and 
4.0% for expenditures

• Implementation of Capital Improvement Program and 
commitment to asset replacement schedule (cash-
funded)

• Debt issued to fund major transportation projects to 
manage cash flow needs
– Transportation projects are generational projects that will 

benefit residents of the Town long-term
– Borrowing for those projects will ease the cash-flow burden 

on the General Fund
– Would maintain compliance with debt-related policies



5-Year Projection 
(including capital and debt service)
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Strategic Debt Issuance to Support Cash Flow
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General Fund Summary
• The general fund has the capacity  

to provide some cash funding for 
CIP and CARP

– Recommend capital investment policy 
of 10% of annual revenues to maintain 
a balance of some cash funding

• Sufficient funding available to 
address Human Capital needs
– The Town provides services, 

requires investment in 
personnel

– Personnel expenses made up 
55% of the total FY23 budget

• Typical split 80/20 between General 
Fund and Water and Sewer

– Classification and 
compensation adjustments 
have not been made since 2015

• The Town’s main challenge will be 
increasing revenues to match 
inflationary growth in recurring 
operating expenditures.
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Sources Uses

Ability & 
Willingness

People
Programs
Services
Capital

Needs, 
Wants, & 
Desires

Taxes
Fees

Grants
Debt
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