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BACKGROUND  

At the February 25, 2023, Fiscal Retreat, staff provided a fiscal review and analysis to the 
Town Council. This information has been updated and is provided as a supplement to the 
Proposed Fiscal Year 2025 Budget.  

 

BENCHMARK COMMUNITIES (PEER COMPARISON GROUP) 

 

 

 

The Town’s financial advisors, Davenport & Company LLC, created this benchmark peer 
group for the Town in 2019 when they conducted a General Fund Revenue Review and a 
confirmation of our fund balance policy level. This group was chosen for a variety of 
reasons. Blacksburg and Christiansburg are included even though they are in southwest 
Virginia because they have some operational characteristics that are similar, and their 
policies and practices may, in large part, align with ours. For example, Christiansburg 
operates an aquatic facility like the WARF.  

Since this group was established, we refer to them as our benchmarks. When evaluating 
changes, we compare our data to this group and may pull in other regional governments or 
utilities depending on the type of change proposed. 

Data on Median Family Income and Median Home Value for our benchmarks is provided 
on the following page. The data is from the most recently available US Census for 2022. 
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MEDIAN FAMILY INCOME COMPARISON 

The table and graph below show the median family income comparison for Warrenton and 
our benchmarks. Warrenton falls between Blacksburg and Middleburg.

 

 

MEDIAN HOME VALUE COMPARISON 

The table and graph below show the median home value comparison for Warrenton and 
our benchmarks. Warrenton falls between Blacksburg and Herndon. 
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UNASSIGNED FUND BALANCE POLICY 

The Town follows an adopted policy to maintain a minimum unassigned fund balance in 
the General Fund equal to 50% of the current annual operating expenditure budget. The 
table below provides details on compliance with this fund balance policy. The left-hand 
side shows the amounts reported in the Town’s annual comprehensive financial report for 
each of the past ten fiscal years for General Fund Unassigned Fund Balance and total 
General Fund Expenditures. 

The columns to the right show the General Fund Unassigned Fund Balance as a 
percentage of the General Fund Expenditures for that year. The policy floor for each year 
is shown as 50% for illustrative purposes. The current policy was adopted in 2016. Prior to 
that, the Town adhered to a minimum fund balance policy level of 15%. 

 

The charts on the next page illustrate the details from the table above. 
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The chart below illustrates the 10-year fund balance history.  

 

The next chart illustrates the Town’s compliance with the adopted General Fund 
Unassigned Fund Balance policy over the last 10 years. The bars represent the fund 
balance as a percentage of general fund expenditures. The green line illustrates the 50% 
policy floor, and the dotted orange line shows the downward trend in the percentage. 
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Unassigned Fund Balance as a Percentage of Expenditures – Benchmark Comparison 

The table and chart below compare Warrenton’s unassigned fund balance as a percentage 
of general fund expenditures to our benchmarks. Data presented below is based on the 
most recent annual comprehensive financial reports (FY 2023). 
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HISTORICAL GENERAL FUND FINANCIALS 

General Fund Revenues 

The chart and table below provide five (5) years of historical General Fund revenues by 
source. 
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As shown in the preceding graph and table, the largest contributor to the Town’s General 
Fund Revenue is the category of Other Local Taxes. Within this category, the Town’s two 
(2) largest sources are Meals Tax and Business, Professional, and Occupational License Tax 
(BPOL). The graph and table below provide a breakout of that category. 
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General Fund Expenditures 

The graph and table below provide five (5) years of historical General Fund Expenditures 
by functional area.  
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WATER & SEWER FUND 

Historical Financials - Change in Net Position 

The chart and table below provide details on the revenue and expenses of the Water & 
Sewer Fund over the past ten (10) years and the change in net position of the fund. Net 
position is similar to equity in the for-profit world. It is the difference between the assets 
and liabilities of the fund.  

For the past two years, operating expenses have outpaced operating revenues due to 
inflation and increased costs related to the maintenance and repair of the aging 
infrastructure. This has resulted in a decrease in net position in 2022 and 2023. 
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Cash Balance Policy 

The Town Council adopted a cash balance policy for the Water & Sewer Fund that requires 
the fund to maintain a cash balance equivalent to 200 days of operating expenses. From 
2018 through 2021, the 200 days calculation was in the range of $2.2 million to $2.4 
million. The balance required has grown over the past two (2) years due to inflationary 
pressures on operating expenses.  

The overall cash balance reported at the end of 2023 is higher due to the issuance of 
$5.15 million in debt that has not been fully drawn down yet. 
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OUTSTANDING DEBT BALANCES 

As of June 30, 2023, the principal balances of outstanding debt for the Town are: 

 

The Town’s annual debt service requirements for payment of principal and interest are 
shown below: 
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BENCHMARK COMPARISON: Total Outstanding Debt 

The Town Council has requested a comparison of debt outstanding in similar localities. 
The following provides a summary of the amount of debt reported as outstanding as of 
June 30, 2023, by our benchmarks. The tables and graphs show total debt, Governmental 
debt, and Enterprise debt. The Town’s enterprise funds are Water & Sewer and 
Stormwater Management. All Enterprise debt is in support of Water & Sewer. 
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DEBT POLICY CALCULATIONS 

The Town Council’s adopted policies related to debt are listed below along with graphs 
illustrating the calculations of the ratios based upon the historical data for the past ten 
(10) years. 

1. POLICY: Tax-supported debt service expenditures as a percentage of general 
fund expenditures should not exceed 12%. 
The graph below shows that the Town’s General Fund debt service has remained 
below 12% of the General Fund Expenditures for the past ten years. 

 

2. POLICY: Tax-supported debt of the town shall not exceed 1.5% of the total 
assessed value of taxable property. 
The graph below shows that the amount of the Town’s outstanding tax-supported 
debt has remained below 1.5% of the taxable assessed value of property located in 
the Town for the past ten years. 
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3. POLICY: The Water & Sewer Fund shall maintain a debt service coverage ratio of 
at least 1.15x. 
The graph below shows that the Water & Sewer Fund has maintained a debt 
service coverage ratio of at least 1.15x in all of the last six (6) years except for FY 
2023.  Data is only provided for six years instead of ten because 2017 was the first 
full year of debt service in the fund, resulting from the issuance of debt in 2016. 
 
The rate study model predicted a dip in the debt service coverage ratio that will be 
corrected if the Town adheres to the planned rate increases. 
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FIVE-YEAR FINANCIAL PROJECTION 

The following five-year financial projection is provided for the General Fund. This 
projection assumes a 3% increase in revenue and a 5% increase in operating expenditures 
based on historical trends. An estimated capital outlay amount has been added based on 
the current CIP and CARP totals. 

 

 

 

 


