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The Government Finance Officers Association of the United States and Canada (GFOA) presented a
Distinguished Budget Presentation Award to Frederick County, Virginia for its annual budget for the fiscal
year beginning July 1, 2004. In order to receive this award, a governmental unit must publish a budget
document that meets program criteria as a policy document, as an operations guide, as a financial plan and
as a communications device.

This award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements, and we are submitting it to GFOA to determine its eligibility for another award.




FREDERICK
COUNTY

WV

VA

MD

Washington,
DC

DE




FREDERICK COUNTY, VIRGINIA
ANNUAL BUDGET
FISCAL YEAR 2005-2006

Table of Contents

Budget Message
Financial Management Policies and Programmatic Goals
County Organizational Chart

BUDGET SUMMARY

The Budget Process

Budget Calendar

Debt Management

Debt Service Requirements on Currently Outstanding Bonds
Statement of Long-Term Indebtedness

Total County Revenues - Graph

Total County Expenditures - Graph

General Fund Revenues - Graph

General Fund Expenditures - Graph

Budget Summary by Category

Summary of Budgeted Full-time Personnel
Summary of Part-time Personnel

County Expenditures by Source

Ten-Year Budget Comparison

General Fund Revenues

General Fund Revenue Comparison - Graph
General Fund Revenue Analysis - Graph
Property Tax Revenue - Graph

Tax-Exempt Status for Non-Profit Organizations
Clarke-Frederick-Winchester Regional Jail Fund Revenues
Frederick-Winchester Landfill Fund Revenues
Division of Court Services Fund Revenues
Shawneeland Sanitary District Fund Revenues
Airport Authority Operating Fund Revenues
Consolidated Maintenance Fund Revenues
School Operating Fund Revenues

School Capital Fund Revenues

School Debt Service Fund Revenues

School Food Service Fund Revenues

School Trust Fund Revenues

School Textbook Fund Revenues

School Construction Fund Revenues

NREP Operating Fund Revenues

viil
Xii

BC 1 N R W —

htbhhppwuwuwwwmmmm»—»—aw—a—aw
h W W NN I B WNDWN = O WSt O



NREP Textbook Fund Revenues

Airport Authority Capital Project Fund Revenues

Unemployment Compensation Fund Revenues

Statement of Estimated Undesignated and Designated Fund Balance
Basis of Financial Reporting

Basis of Budgeting

Sigmificant Components of Document

Profile of Frederick County

ADMINISTRATION

Board of Supervisors

County Administrator
Personnel

Independent Auditor
Commissioner of the Revenue
Board of Assessors

Treasurer

Finance

Data Processing

Geographic Information Systems
Other

Electoral Board

General Registrar

JUDICIAL ADMINISTRATION

Circuit Court

General District Court

Juvenile and Domestic Relations Court
Clerk of the Circuit Court

Law Library

Detox Center

Commonwealth's Attorney
Victim/Witness Program

PUBLIC SAFETY

Sheriff

Volunteer Fire Departments
Ambulance and Rescue Service
Public Safety Contributions
Juvenile Court Probation
Inspections

Medical Examiner - Coroner
Fire and Rescue

Public Safety Communications

45
46
46
47
51
52
53
54

59
61
63
65
66
68
69
71
73
75
77
78
79

82
83
84
85
87
88
89
91

94
96
97
98
99
101
103
104
106



PUBLIC WORKS

Road Administration

Street Lights

General Engineering

Refuse Collection

Refuse Disposal

Litter Control

Maintenance Administration
County Office Buildings
Animal Shelter

HEALTH AND WELFARE

Local Health Department

Northwestern Community Services
Eligibility Administration

Public Assistance

Revenue Maximization

State and Local Hospitalization

Area Agency on Aging

Property Tax Relief for Elderly - Handicapped
Services - Administration

Foster Care Recruitment

Fuel Assistance Administration

VIEW Program

Day Care Administration

Fraud Free Program

Hard-To-Serve Grant/Independent Living

COMMUNITY COLLEGE
Community College
PARKS, RECREATION & CULTURAL

Parks and Recreation - Administration
Parks Maintenance

Recreation Centers

Clearbrook Park

Sherando Park

Regional Library

COMMUNITY DEVELOPMENT

Planning and Development
Economic Development Commission
Zaning Board

Building Appeals Board

Northern Shenandoah Valley Regional Commission

109
110
111
113
115
116
117
119
120

123
124
126
127
128
129
130
131
132
133
134
135
136
137
138

139

142
143
144
145
146
147

149
151
153
154
155



Gypsy Moth Suppression/Biosolids
Soil and Water Conservation District
Extensions

MISCELLANEQOUS
Transfers
OTHER FUNDS

Clarke-Fauquier-Frederick-Winchester Adult Detention Center Fund
Refuse Disposal - Landfill Fund

Division of Court Services Fund

Shawneeland Sanitary District Fund

Airport Authority Operating Fund

Unemployment Compensation Fund

SCHOOL FUNDS

Instruction
Administration/Attendance and Health Services
Pupil Transportation Services
Operation and Maintenance Services
Facilities

School Debt Service

School Transfers

School Food Service

School Textbook

School Trust Funds

Consolidated Maintenance Fund
NREP Operating Fund

NREP Textbook Fund

CAPITAL FUNDS

Capital Improvements Plan

School Construction Capital Project
School Capital Fund

Airport Authority Capital Outlay

STATISTICS

Property Value and Construction

Building Permits Issued - Graph

Assessed Valuation of All Taxable Property
Property Tax Rates

Tax Comparison

Statement of Net Assets - All Funds
Demographic Statistics

Principal Real Property Taxpayers
Miscellaneous Statistics

Taxpayer Costs

GLOSSARY

INDEX

156
157
159

161

162
164
166
171
173
175

178
179
180
181
182
183
184
185
186
187
188
189
190

191
198
199
200

201
201
202
203
203
204
205
206
207
208

209



i )L
g
%

1,

&2

COUNTY of FREDERICK

oty
John R. Riley, Jr.
County Administrator

540/665-5666

Fax 540/667-0370

July 1, 2005 E-mail:
jriley@co.frederick.va.us

Mr. Chairman, Members of the Board of Supervisors and Residents of Frederick County:

I am pleased to present you with the Adopted Budget for Fiscal Year 2005-2006. This budget represents the Board’s
revenue and expenditure policy direction after budget work sessions with the School Board and Finance Committee.
During the budget work sessions, many issues were discussed. Uncertain revenue from the Commonwealth, minimal
growth in property taxes, debt service and increased operating costs for schools and increases in areas such as public
safety are just a few of the areas that continuously need to be addressed. The commitment of the Board of Supervisors,
the School Board, and county staff has allowed us the opportunity to continue to provide necessary services with a
comparable low real estate tax rate. With this commitment in mind, we have produced 2 budget that recognizes limited
revenue sources, conservative expenditures and the needs of Frederick County citizens.

FY 2006 Budget Process. Development and Issues

The FY 2006 budget process began with a reassessment of all real property taking effect on January 1, 2005. The
adopted tax rate for FY 2004-2005 was 73 cents. With the reassessment bringing in additional revenue due to higher
property values, the tax rate needed to be rolled back. Several tax rates and scenarios were reviewed and discussed
from the neutral rate, which is the tax rate exhibiting no increase in tax revenue, of 50 cents to as high as 55 cents. The
scenarios displayed various ways to distribute the increased revenue between the General Fund and the School Funds.
The scenarios included different levels of capital funding for both Funds as well as taking into account the windfall
that would be received in June 2005 from the increased property values. It was a very difficult process to ascertain
the importance of requests from both the General Fund and the School Operating Fund and to balance the sensitive
issues of county services such as public safety and the education of county students.

The budget was advertised with a proposed tax rate of 55 cents per $100 of assessed value. The county held a public
hearing on the proposed FY 2006 budget on March 28, 2005. Those that spoke on the issues included senior citizens
who wanted increased funding for a non-profit agency on aging, local business people showing support for the tourism
sector and increased funding for the tourism program, county firefighters showing support of hiring additional career
firefighters, school advocates who wanted increased funding for the school system and those taxpayers whose home
values increased drastically and were not willing to accept an increase in the tax rate.

A budget worksession was held between the public hearing and the adoption of the budget. After much deliberation,
a majority vote was reached to write the budget resolution with a tax rate of 52 1/2 cents. The adoption of the FY 2005
budget took place on April 13, 2005. This rate gave the General Fund and the Schools $1,000,000 each for capital
purchases while also relying on the windfall from the June collection as well as fund balance funding to balance the
budget.

The proposed FY 2006 budget that was adopted by the Board of Supervisors fell critic to not meeting the needs of the
county by school supporters. Both non-school and school funding received considerably less than requested.

107 North Kent Street + Winchester, Virginia 22601-5000
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Significant changes in the General Fund and school system budgets included in FY 2006 are as follows:

General Fund

» Fourteen new positions to be added to the departments of County Administrator (position to be shared with
the Finance and Personnel Departments), G. I. S., Registrar, Sheriff, Inspections, Public Safety
Communications, Engineering, Animal Shelter, Parks and Recreation and Shawneeland.

» 25 new vehicles for various departments (18 for Sheriff’s Office).

» Funding for the purchase of laptop computers for the Board of Supervisors to move towards a paperless
agenda for Board meetings.

» Updating the G. L. S. mapping of the county.

» 5% Cost of Living Adjustment included for county employees.

School Funds

» 60 new positions, including 41 for the opening of Admiral Richard E. Byrd Middle School, start-up staffing
for the eleventh elementary school, special education needs and enrollment growth.

» An average 4.3% increase is included to enhance teacher salary scales and 3% - 5.4% increase is included
to enhance administration and support salary scales.

» A 7% increase in health insurance premiums.

» An allocation of $1,000,000 for capital funding is included.

The Board of Supervisors approved General Fund
allocations to the school operating fund of $52.9
million, $1,000,000 to the school capital fund and
$11.4 million to the school debt service fund, an

$7.00

$6.00
increase of $5.7 million over FY 2005. The
General Fund budget increased by $9.2 million over $3.00
FY 2005, which includes the transfers to school
operating and school debt. In order to support these g $4.00
increases, approximately $6.3 million was utilized £
from fund balance. This is an increase of $1.3 = 5300

million compared to the use of fund balance in FY
2005. A fundamental objective for the Board of
Supervisors is to keep fund balance at a safe and
manageable level. The chart to the left shows a ten
year history of the use of fund balance to balance
the county budget.

Use of Fund Balance to Balance Budget




The Public Hearing on the FY 2006 budget, which gives county residents a chance to voice their opinions, consisted
of approximately fifty-five speakers. Requests for full funding for the school system was the popular opinion of the

speakers.

County Expenditures

The total county budget for FY 2006 is $202.6
million, an increase of 12% from the FY 2005
adopted budget. This figure does not include
transfers made between various funds. The transfer
from the General Fund to the School Operating
Fund equals $52,972,510, an increase of $3,807,979
over FY 2005. Looking back five years, the
transfer to the School Operating Fund has increased
34%, or $13,462,643. A transfer to the School
Capital Fund in the amount of $1,000,000 for
capital purchases is also included in FY 2006.
Another transfer occurs between the General Fund
and the Regional Jail Fund. This contribution totals
$1,925,798 and has increased 129% or $1,084,479
over the last five years.

General Fund

The General Fund budget totals $41.9 million,
excluding school and jail transfers, an increase of
8%, or $3,266,495, over FY 2005. Of that amount,
$2.2 million is attributed to salary and fringe
increases for new positions hired in FY 2005 and
FY 2006 as well as increases in salaries for the
current workforce. Several operating and capital
increases include a G. I. S. mapping update, social
services mandates, maintenance needs and Sheriff
capital needs. General Fund expenditures have
increased 34%, or $10.6 million over the past five
years.

School Operating Fund

The School Operating Budget for FY 2006 is
$109.2 million, which is an increase of 10% over
FY 2005. Over the past five years, the School
Operating Fund has increased 40%, or $31.5
million. This budget is based on a projected student
enrollment of 12,044, Student enrollment has risen
by 1,179 from September 1999 to September 2004.
Over the last ten years, student enrollment has
increased 26% or 2,470 students.

Transfer to School Operating Fund

$60.0
$50.0
$40.0
é $30.0
=
$20.0
$10.0
$0.0
FY 2002 FY 2003 FY2004 FY2005 FY 2006
Comm. College Non-Dept.
0.1% 5.6%
Comm. Dev. Govt. Admin.
6.1% 14.5%
Parks & Cult. Judicial Admin.
11.1% 3.9%
Health/Welfare
13.5% e g :
G Public Safety
Public Works 36.7%
8.5%
School Operating Budget

$120.0

$100.0

$80.0

$60.0

Millions

$40.0

$20.0

$0.0

FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
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School Construction

As the county’s population continues to grow, the school system must keep up with the enrollment growth that comes
with it. As such, construction of new schools is needed and with a steady growth over the past several years, school
construction continues to be on the rise. Construction projects inciuded on the county’s Capital Improvement Plan are
shown below. Appropriation is approved as the projects are initiated.

+ An eleventh elementary school at an approximate cost of $15,839,000 is the first school CIP priority. The increase
in the number of primary school age students has resulted in an expanding elementary school population. A 25-acre
site for this project has been acquired and is located on 522 South (adjacent to Admiral Richard E. Byrd Middle
School). The project estimate includes architectural and engineering services as well as all permits and fees, site
evaluation and development, construction and equipment purchases. The eleventh elementary school will open in the
fall of 2006.

s The construction of a new transportation facility o service the growing school bus fleet remains on the CIP until the
project can be initiated. The estimated cost of the project is $8,400,000.

¢ The renovation of the school administration building, which serves an ever-increasing school system, also remains
on the CIP until initiated. The current administration building is a former elementary school and is no longer large
enough to house the service department.

* A replacement school for Gainesboro Elementary School is anticipated for the fall of 2007. Land for the replacement
school is located on Route 522 North, ease of the current Gainesboro Elementary School.

+ Renovation of Robert E. Aylor, James Wood High School, Apple Pie Elementary and Bass Hoover Elementary are
four other projects in line for the capital improvement plan. Project estimates will be determined when design and
scoping of the projects are complete.

« Land acquisition for a fourth high school and a fifth middle school is necessary to accommodate future construction
of these schools within the next few years. Enrollment growth will cause existing capacity to be exceeded by as early
as 2008.

County Revenues
The tax rates are assessed as follows:
Real Estate $.525 per $100
Personal Property $4.20 per $100
Business & Occupational
Retail $.20 per $100
Contractors $.16 per $100
Professional Services $.58 per 8100
(Calculated on gross receipts)
Wholesale (calculated on purchases) $.05 per $100
Machinery and Tools $2.00 on declining values

These rates are based on 100% of estimated fair market value.

The FY 2006 revenue plan includes the use of approximately $6.3 million of the county’s projected unreserved fund
balance. The June 30, 2005 fund balance is projected to reach approximately $23.4 million. At July 1, 2005, this
amount will be reduced to approximately $17.1 million to balance the proposed budget.
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The Board of Supervisors and the Finance Committee recognizes the need to maintain an adequate fund balance. The
Board of Supervisors has a financial policy of not to reduce unreserved fund balance to an amount that is less than 10%
of the General Operating Fund. This amount equates to about $10 million or approximately 45 days of operating funds.

Unfunded Requests

The FY 2005-2006 budget meets the growing needs of a growing community. However, several budget needs went
unfunded. To name a few:

® Continued delay of requested new positions in the departments of G. . S., Sheriff, Fire and Rescue, Public Safety
Communications and Planning and Development

@ Furniture and ADP equipment for various departments

e Continued reduced hours of operation at compactor sites throughout the county

® Replacement lockers and benches for Clearbrook and Sherando pools

® Water Slide/Spray Ground at Sherando Park

® Play structure at Sherando Park

® Soccer Complex and Parking Lot paving at Sherando Park

® Maintenance Shop Addition at Sherando Park

® Replacement vehicles for Fire and Rescue, Sheriff’s Office and Planning and Development

The elimination of requested new positions is the hardest obstacle to overcome. The Fire and Rescue Department alone
requested 21 new firefighting/EMT positions. Overtime costs in this department have skyrocketed due to increased
workloads. County officials are hopeful that the volunteer firefighter system within Frederick County will help
alleviate the pressure on the career firefighters.

The School Board presented a proposed School Operating Fund Budget totaling $112,064,555. The approved budget
totals $109,613,024 for the School Operating Fund, $2,451,531 less than requested. The School Board reduced their
proposed FY 2006 budget request by $1,905,267 prior to submission to the Board of Supervisors.

The requests that were removed from the School Board’s requested FY 2006 operating budget include the following;

® Reduced instructional, vocational and resource staffing requests by 19 full-time equivalents equating to $956,623.
® Reduced infrastructure staffing needs (bus drivers, administration, clerical, custodial) by 14 full-time equivalents
resulting in $552,780.

¢ Eliminated the phase in of middle school team planning for grade 7 reducing the budget by 8 full-time equivalents
or $407,072.

® Reduced special education staff requests by 7 full-time equivalents equating to $157,370.

® Reduced group health insurance premiums by 2%, $175,000.

e Reduced costs associated with substitutes, payouts and workers compensation by $103,133.

The requests that were removed from the Superintendent’s requested operating budget include the following:

e Reduced instructional, transportation, maintenance, technology, human resource, finance and facilities staffing
requests by $414,924.

e Eliminated the phase in of middle school team planning for grade 8 reducing the budget by 8 full-time equivalents
or $407,072.

e Reduced staffing requests for special education bus aides by 4 full-time equivalents equating to $63,271.

® Reduced requested salary increases for division employees by $1,000,000.

® Reduced Frederick County’s share of Northwestern Regional Education Program (NREP) by $65,000.

These requests were not included in the FY 2006 budget but remain as important issues that will have to be addressed
in the near future.



Future Goals

In order for Frederick County to provide the highest quality of services to all citizens, the following long-term and
short-term goals have been established:

® Preserve and enhance natural resources.

¢ Provide adequate public utility infrastructure to support the present and future needs of the county.

® Balance industrial tax base and residential tax base to ease the tax burden to residents.

® Establish and implement policies that maintain a high quality of life for citizens at the least possible cost.

® Maintain a fund balance that assures a positive cash flow.

& Promote economic development to improve the current residential/business tax ratio.

® Continue the implementation of the Geographical Information System (G.1.S.).

e Continue to upgrade the county’s web site for increased accessibility and service to county residents. Paying taxes
on-line is increasing in popularity.

® Improve qualify security at county facilities.

® Work with the newly appointed Audit Cornmittee and independent auditor in areas that interrelate to the Sarbanes-
Oxley Act.

® Review the county’s current assessment of real property to determine if a different time line would result in a more
equitable distribution of tax burden and a positive revenue source.

® Review Tax Relief for the Elderly and Handicapped to evaluate if the guidelines and qualifications are supportive
of those in most need.

e Study the land-use deferment program to assure that the program is within the goals of the Board of Supervisors and
is meeting the needs of those eligible for land-use deferment.

® An employee committee has been formed to study areas that the county government could be improved and made
more efficient for both taxpayers and employees.

Working For The Future

Many activities, either in the process of completion or proposed for the near future, are occurring that will greatly serve
Frederick County and the surrounding area.

The construction of an eleventh elementary school serving 644 students in grades K-5 targeted to open in the fall of
2006. '

Admiral Richard E. Byrd Middle School, the 4* middle school in Frederick County, is approaching completion and
will open in the fall of 2005. This will alleviate the overcrowding issue at the middle school level.

The renovation of the Old Frederick County Courthouse at 9 Court Square is nearing completion, A majority of the
project funding was derived from Frederick County. Grants were received from the Department of Historic Resources
in the amount of $150,000 and the Shenandoah Valley Battlefield Association in the amount of $10,000. The
renovated courtroom will become a public meeting room for special events.

In accordance with the Public-Private Education Act (PPEA), the county has entered into negotiations with a local
developer for construction of a new Public Safety Center near the Winchester Regional Airport.

The new Frederick County Animal Shelter will be constructed adjacent to the new work release facility on property
owned by the regional jail facility in the Fort Collier Industrial Park. The animal shelter will include approximately
13,000 square feet of finished space and an approximate 1,000 square feet of combined sally port and storage area.
The finished area will include 37 dog runs and sufficient space for approximately 86 cat cages. The separate dog and
cat areas will include isolation and quarantine space for injured and/or sick animals. Also, separate areas have been
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designated for puppies and nurseries. The HVAC system will be designed to provide zoned heating and cooling as
well as biological air treatment to prevent the spread of diseases. Fresh air changers will meet or exceed the state
veterinary requirements. The plumbing design will accommodate daily wash down in the canine areas. Special floor
finishes will be incorporated in these areas to accommodate the daily exposure to wash water and disinfectants.

Since 2000, the Regional Jail has experienced an 84% growth rate. A study of population was completed that projects
an mcrease in inmate population for FY 2016 of approximately 977. The Regional Jail requested approval to build
a new Community Corrections Center for an additional 204 beds. This facility will be located on property adjacent
to the current jail facility and construction was started in June 2004, In addition, the Regional Jail requested to add
to the existing facility a third housing unit for another 96 beds. These new accommodations are expected to be
completed in FY 2007. The plans were approved by the Jail Board, by the four localities, and by the State of Virginia,
which will be contributing approximately 46% of the cost. In order to issue construction bonds in its own right, the
jail reorganized from a Jail Board to a Jail Authority. The overall cost of this construction is estimated at $23,000,000.

In accordance with the provision of the Virginia Public-Private Education Facilities and Infrastructure Act of 2002
(PPEA), the Board of Supervisors accepted an unsolicited proposal for conceptual phase consideration for the design
and construction of an indoor aquatic facility. Proposals are currently being reviewed by the county.

Increasing the industrial/business tax base in an effort to minimize the tax burden on residents continues to be a top
priority. Frederick County has experienced new industry and expansion of existing industry in several areas. FBI
officials announced recently that Winchester/Frederick County has been chosen as the area for a major repository
facility. The new complex will consolidate FBI records maintained at local offices to one central complex and could
eventually employ 500 to 700 people. Wal-Mart is locating a supercenter within Frederick County near the Winchester
Medical Center at the intersection of Route 50 West and Route 37. Several local businesses, including H. P. Hood,
Annandale Millworks and Homeland Security are also expanding in the county.

Growth in Frederick County is skyrocketing. Housing permits reached an all-time high in May 2005 in Frederick
County with 265 permits issued. As residential construction increases, commercial construction follows due to the
rise in population in this area. According to the Weldon Cooper Center for Public Service with the University of
Virginia, the population in 2010 in Frederick County with be as high as 72,300. Population in the county is anticipated
to creep up to 84,300 by 2020 and much higher in 2030 with an estimate of 96,100 residents. As the Washington
Metropolitan area continues to expand, Frederick County and the surrounding area will continue to see an influx of
new homeowners. Frederick County maintains a mix of rural and urban settings. This along with the county’s close
proximity to the Washington area continues to draw people willing to commute but able to live in such a desirable area
with a growing retail base and low real estate tax rate.

County officials, staff and the community need to continue to work together to promote and enhance the county in
which we all live. It is a continuing goal that Frederick County remain a productive and promising community as well
as maintain fiscal stability for many, many years to come.

I hope you will find this document informative. I believe the Board of Supervisors and county staff should be
commended for their role in the preparation of this budget. Iespecially want to thank the Finance Committee, Finance
Department, Treasurer’s Office and the Commissioner of the Revenue’s Office for their hard work and assistance.

Respectfully submitted,

e

‘John R. Riley, Jr.
County Administrator
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Financial Management Policies and Programmatic Goals

The County of Frederick is responsible to meet and constantly improve on the service needs of its
citizens through sound fiscal management. The Board of Supervisors, School Board, and county
staff have committed themselves to this responsibility through the establishment of financial
management policies and programmatic goals which demonstrate sound resource management and
a high level of public accountability.

Direction For The Future

To adhere to the financial policies and guidelines, Frederick County has developed a direction for
the future to meet the growing service needs of our citizens.

Frederick County maintains a Comprehensive Policy Plan which is reviewed and updated on an
annual basis. The primary goal of the plan is to protect and improve the living environment within
Frederick County. The plan contains strategies and implementation methods designed to facilitate
the attainment of stated goals and policies. It establishes a means of responding to changes as they
occur. The plan describes the policies governing the county and attempts to establish a direction and
reasonable expectations for development. Most of the policies in the plan are focused on the next
five to ten years thus assisting the Board of Supervisors, School Board and county staff with their
budget direction.

Frederick County also maintains a Capital Improvement Plan updated on an annual basis. The CIP
consists of a schedule for major capital expenditures for the county for the ensuing five years,
Projects are removed from the plan as they are completed or as priorities change. The plan is
intended to assist the Board of Supervisors, School Board and county staff in preparation of the
county budget. In addition to determining priorities for capital expenditures, the county must also
insure that projects contained within the CIP conform to the Comprehensive Policy Plan.

The following policies are implemented under the county’s direction to provide the framework for
the county’s sound financial position and high public accountability.

Programmatic Goals

The programmatic goals provide multi-year direction guiding the county toward our mission. While
they act as targets toward which the county aims its resources, they may not be entirely attainable
but are of such importance that they need to be mentioned. We aim to meet our programmatic goals
by addressing them through the completion of policy goals.

The County of Frederick will maintain a high quality of service provision, ever increasing with the
rate of growth, through support of the following goals:

s Recognition that service demands are increasing, thus new methods must constantly be identified
to meet this demand. The county can meet this demand through performing constant evaluation of
existing services, departments and systems to determine if a reorganization can meet the changing
and increasing needs, in addition to new revenues.
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» Recognition that growth does not mean a deterioration of existing programs and policies, as they
were developed with growth in mind.

* Strive to meet current service needs financially thus not pushing them to the future and addressing
them at a crisis level. While maintaining a flexible pose, the county will embrace existing economic
conditions, such as low unemployment, minimal increase in state funding and continued increases
in educational needs while preparing for dramatic changes.

¢ Strive to achieve and maintain within the real estate tax base a 25% Commercial and Industrial
base which will match the cost of residential growth.

* Promote a harmonious balance between agricultural practices and residential and commercial
development.

With the direction and policy for the future identified, we move to policy goals to foster our
programmatic goals and define the framework of the county’s overall fiscal management.

Policy Goals
The policy goals provide the framework for the county’s overall fiscal management. While aiding
in our decision making process, these goals represent guidelines for current budget evaluation,

growth management, prioritization, and the setting of our future direction.

» To maintain current and long-term fiscal stability while meeting the demands of growth on all
county services.

+ Insulate from financial crisis.

« Reduce or eliminate short-term borrowing and maintain the county’s bond rating.

« Establish guidelines for debt that do not jeopardize the county’s financial position and ensure the
continued fiscal stability of county operations. Maintain a low ratio of net general obligation debt

to assessed value.

« To encourage conservative yet responsible management of resources to meet current and future
capital and operational plans.

A.  General Budget Policies

« The county will minimize appropriating budgeted funds that are not balanced with budgeted
revenues to avoid future years” negative budget consequences.

« The county will maintain a budgetary control system to help it adhere to the budget for all county
departments.

« Structure the budget so that the Board and the general public can establish a relationship between
expenditures, revenues and goals.
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* The Finance Department will prepare regular reports comparing actual revenues and expenditures
io budgeted amounts. The reports are distributed monthly to the departments for review. The Board
of Supervisors also receives comparative monthly reports prepared by the Finance Department on
the status of several monitored funds,

« A positive cash balance and “safe undesignated fund balance” will always be maintained.

+ The budget will be structured so that the Board and the general public can readily establish the
relationship between revenues, expenditures and the achievements of service objectives.

B.  Revenue Policies

* The county will try to maintain a diversified and stable revenue system to shelter it from short run
fluctuations in any one revenue source.

« The county will estimate all revenues by an objective analytical process.

» The county will maintain sound appraisal procedures to keep property values correct. Property
will be assessed at 100 percent of fair market value. Property will be reassessed every four years.

+ The county will follow an aggressive policy of collecting tax revenues. Tax collections will take
advantage of all available legal enforcement powers.

C.  Debt Management Policies

» The county will confine long-term borrowing to capital improvements that cannot be financed
from current revenues except where approved justification is provided.

» When the county finances capital improvements or other proceeds by issuing bonds or entering
into capital leases, it will repay the debt in a period not to exceed the expected useful life of the
project.

« The county will not use long-term debt for current operations.

« The county currently uses all legally accepted financing options including the State Literary Fund
and the Virginia Public School Authority.

« Although the county has not officially adopted a debt per capita policy, administration will monitor

the net bonded debt per capita and ratio of debt service to general governmental expenditures and
provide 10-year comparison information to the governing body.

D. Capital Polici
+ The county will develop a five-year plan for capital improvements and update it annually.

¢ The county will make all capital improvements in accordance with an adopted capital
improvements program, excluding emergency situations.



+ The county will maintain all of its assets at a level adequate to protect the county’s capital
investment and to minimize future maintenance and replacement costs.

* The county will identify the estimated costs and potential funding sources for each capital project
proposal before it is submitted for approval.

» The county will attempt to determine the least costly financing methods for all new projects.

E.  Reserve Fund Polijcies

» Undesignated fund balances at the close of each fiscal year should be equal to no Iess than 10%
of the General Operating Fund revenues.

* The county will maintain self-insurance reserves as established by professional judgment based
on the funding techniques utilized and loss records.

» Disbursement, collection and deposit of funds will be scheduled to ensure maximum cash
availability.

» When permitted by law, the county will pool cash from several different funds for investment
purposes.

+ The county will invest all of its idle cash on a continuous basis. County investments are made in
CD’s, Banker’s Acceptance, Commercial Paper and the Local Government Investment Pool.

« The county will obtain the best possible return on all its investments, but funds will not be
invested beyond the time when they are reasonably expected to be required.

» The county will regularly review contractual consolidated banking services.

» All investment policies are administered by the elected Treasurer.

Financial Management Policies and Fiscal Year 2006

With the county’s financial management policies as a guide, the Board of Supervisors, School Board
and county staff drafted the Fiscal Year 2006 budget under these additional guidelines:

+ Prepare a County Departmental Budget at present level funding as directed by the Board of
Supervisors.

» Review all department budgets and reallocate resources within the different budgets based on
necessity and priority.

+ Submit to the Board of Supervisors a proposed budget that reflect a minimal increase in
expenditures while at the same time retaining a consistent, satisfactory service level to county
residents.

« Recognize the need to retain valuable personnel and to look at areas of critical need for increased
staffing.
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SUMMARY OF THE ADOPTED BUDGET

The Annual Budget adopted for the fiscal year 2005-2006 is hereby presented on a modified accrual basis of
accounting which recognizes payables in the accounting period in which the liability is incurred except for long term
debt, and receivables in the accounting period in which they become available or measurable. This format provides
the citizens of Frederick County with a wide spectrum of information on funds received and expended by the county.

[. THE BUDGET PROCESS

Frederick County’s budget is governed by Title 15.2 Chapter 25, section 15.2-2506 of the Code of Virginia, as
amended. It is the desire of the Board of Supervisors that the county budget process be open, informative, and
understandable to county citizens.

This budget process was different than in prior years. Normally, the Board of Supervisors holds several budget
worksessions with the Finance Committee and School Board. This year, budget worksessions were also held with
county departments. Each department was allocated time before the Board of Supervisors and Finance Committee to
explain their operations, budget needs and long-term goals. This dialogue was very beneficial to the Board of
Supervisors in understanding the numerous needs of the county as well as long-term planning.

Another major factor in this budget process was the impact of the county-wide real property reassessment. Before the
budget could be advertised, the county had to first hold a public hearing and set a proposed real estate tax rate. The
Code of Virginia is very precise on how the impact of the reassessment is advertised. The county first had to determine
what tax rate was revenue neutral. If the proposed real estate tax rate was greater than the calculated neutral tax rate,
the county had to advertise for public hearing a tax increase as a result of the reassessment. The county held a public
hearing on the impact of the reassessment on March 9, 2005. The advertised tax increase was ten percent. The average
increase was 46 percent, with over 70 percent of the taxpayers being impacted by an amount greater than the average
increase.

The public hearing for the proposed FY 2006 budget was held on March 28, 2005. The proposed budget was $203
million, representing a 12 percent increase over the previous year’s $180 million budget and would result in increased
taxes for the majority of homeowners. More than fifty people spoke, most urging to increase funding to the school
system.

On April 13, 2005, the Board of Supervisors approved a $203 million budget for Fiscal Year 2005-2006. Funding from
the advertised budget to the adopted budget did not deviate a great deal with the exception of funding sources. The
Board of Supervisors voted to fund the FY 2006 budget with about $5.7 million from the county’s reserves. Funding
from reserves allowed the Supervisors to reduce the advertised tax increase from ten percent to five percent.

1L BUDGET AMENDMENT PROCESS

The County of Frederick amends its budget as needed throughout the fiscal year. The budget can be amended in two
ways: 1) appropriation transfer; and 2) supplemental appropriation. The Code of Virginia states that budget
amendments which exceed one percent of the total expenditures shown in the currently adopted budget or the sum of
$500,000, whichever is lesser, must be accomplished by publishing a notice of a meeting and a public hearing once
in a newspaper having general circulation in that locality at least seven days prior to the meeting date. The notice shall
state the governing body’s intent to amend the budget and include a brief synopsis of the proposed budget amendment.
The county may adopt such amendment at the advertised meeting, after first providing a public hearing during such
meeting on the proposed budget amendments.

The Board of Supervisors has authorized the County Administrator to approve appropriation transfers up to a total of
$10,000 per line item per year with the limitation of no more than $5,000 to be transferred at any one time. Transfers
not meeting this criteria are taken to the Finance Committee for a recommendation of approval or disapproval. The
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Budget Calendar

FY 2005 - 2006
Month Action
November 4, 2004 Directors receive budget instructions for

submitting request
November, 2004 Directors prepare budgets

December 6, 2004 Budget submissions due to Finance
Department to prepare budget packets for
Board of Supervisors and Finance
Committee

January, 2005 Distribution of Budget Packets to Board of
Supervisors and Finance Committee;
County Administrator conducts preliminary
review of budgets submitted by Directors

February, 2005 Proposed budget decisions and preparation
of proposed budget

March 18, 2005 Budget advertised in newspaper

March 28, 2005 FY 2005-2006 Budget Public Hearing

April 13, 2005 FY 2005-2006 Budget Adoption

May-July, 2005 Preparation of Adopted Budget Document

and submission of budget for award

July 1, 2005 Implementation of Fiscal Year 2005-2006




recommendation is presented to the Board of Supervisors for approval or disapproval. Since the Board of Supervisors
funded the school operating budget in total, rather than by category, transfers are not required within the school
operating fund.

Requests for supplemental appropriations are presented to the Finance Committee for recommendation. The
Committee’s recommendation is presented to the Board of Supervisors for their approval or disapproval. Budget
adjustments are brought forth for official action during regularly scheduled Board of Supervisors meetings held on the
second and fourth Wednesday of every month.

IOL. T N

A The FY 2006 budget of Frederick County represents continuing experience in preparing a modified program
budget. This format incorporates narrative information explaining budget functions followed by a summary
of financial information. The purpose is to make the budget an understandable managerial plan as well as an
accounting tool.

B. The FY 2006 budget has been prepared under the format as required by the Commonwealth of Virginia for
comparative financial reporting purposes.

C. The budget is a document for informative and fiscal planning purposes only. The Board of Supervisors must
officially adopt a budget for each fiscal year after a duly called public hearing and discussion of the proposed
budget has been held. The fiscal year begins July 1 and ends June 30.

D. The budgeting process includes many important decisions. First, it affords an opportunity for the county
departments, offices, and agencies to do an internal and a combined analysis regarding their activities and
goals. Second, the governing body has an opportunity to digest both departmental objectives and goals and
citizen output. Third, the county’s plans and programs are tempered into a fiscal document which projects the
necessary revenue needed to meet the proposed expenditures.

E. In the final analysis, the adopted budget document is the vehicle through which public policy is put into effect
through the planned expenditure of public funds.

IV. DEBT MANAGEMENT

Counties in Virginia, unlike cities, do not have a legal debt limit. With the exceptions of revenue and refunding bonds,
bonds for school capital projects sold to the state’s Literary Fund, the Virginia Public School Authority, the Virginia
Retirement System, or other state agency prescribed by law, must be approved by prior voter referendum.

At June 30, 2004, the county had a number of bonded debt issues outstanding in the amount of $113,617,493. The debt
issues include schools, administration and the regional library. All bond payments are appropriated annually in the
operating budget for the school or general operating fund. As of June 30, 2004, the county’s net general obligation
debt was 2.15% of assessed value.

Frederick County is committed to maintaining a high bond rating and a level of indebtedness that can be managed with
available resources. Other than the construction of a much needed administrative building and a regional library,
school construction is the only ““debt service” that the county currently undertakes. School construction debt continues
to pose budget concerns since most of the funding source is local.



Year Ending June 30,

2005
2006
2007
2008
2009
2010 -2014
2015 -2019
2020 - 2024
2025

Total

Frederick County, Virginia

Annual Requirements on All

Long-Term Debt

June 30, 2004
Long-term Debt Capital Leases
Principal Interest Principal Loterest

8,159,748 5,331,517 33,595 4,555
8,559,238 5,026,494 35,115 3,035
8,113,182 4,621,270 36,704 1,446
7,633,751 4,228,561 9,432 106
7,569,905 3,846,741 - -
33,296,084 13,901,999 - -
25,072,655 6,777,719 -- -
14,787,930 1,619,524 - -
425,000 10,838 - -
$113,617,493 $45,364,663 $114,846 $9,142




Description

School Debt Fund
Armel/Gainesboro
Sherando/Park Project
FCMS Renovations
Sherando High School
Sherando High School
Refinanced Bonds

School Bonds
Stonewall/Senseny/Admin /Redbud
Stonewall/Senseny Road
Stonewall
Armel/Middletown Add.
Orchard View Elem.
Orchard View Elem.

3rd HS/Land 11th Elem/4th MS
Millbrock High School (MHS
MHS, JWMS Renovations
MHS, JWMS, 4th MS
Milibrook High School
MHS, JWMS

Byrd Middle School

Byrd MS, | 1th Elem.

Byrd MS, 11th Elem.

Byrd MS, 11th Elem.

State Literary Fund Loans
NREP

Indian Hollow Elem. School
D.J. Howard Addition
Middletown Elem. School
Redbud Run Elem. School
Sherando High Addition
James Wood High Addition
Stonewall Elem. School
Senseny Road Addition

Other Indebtedness
DJ Howard Buyout

TOTAL

Frederick County, Virginia

Statement of Long-Term Indebtedness

Authorized
And

Year Ending June 30, 2005

Prior
Year

Balance
July 1

Incurred Total
During Columns

Principal
Paid During

Issued  Payvments 2004 = 200405 2 3&d4 2004405

2,010,000
5,350,000
755,132
3,820,000
5,740,000
21,705,000
990,000
3,700,000
1,200,000
1,355,000
3,200,000
4,650,000
4,100,000
18,600,000
6,150,000
8,385,000
3,315,000
3,782,296
12,655,000
5,980,000
8,580,000
8,550,000
5,995,000

1,000,000
2,000,000

540,600
1,839,424
5,000,000
1,500,052
2,142,948
4,640,000
3,000,000

2,597,500

164,827,952

1,220,000
3,460,000
404,378
2,320,000
3,450,000
15,450,000
990,000
1,480,000
420,000
420,000
800,000
940,000
820,000
2,400,000
620,000
420,000
170,000
173,528

o o C o O

850,000
1,500,000
405,450
1,196,000
1,750,000
525,014
750,029
1,392,000
900,000

1,855,357

790,000
1,890,000
350,754
1,500,000
2,250,000
6,255,000
0
2,220,000
780,000
935,000
2,400,000
3,710,000
3,286,000
16,200,000
5,530,000
7,965,000
3,145,000
3,608,768
12,655,000
5,980,000
8,580,000

150,000
500,000
135,150
643,424
3,250,000
975,038
1,392,919
3,248,000
2,100,000

742,143

47,121,756 103,161,196

790,000
1,890,000
350,754
1,500,000
2,250,000
6,255,000
0
2,220,000
780,000
935,000
2,400,000
3,710,000
3,280,000
16,200,000
5,530,000
7,965,000
3,145,000
3,608,768
12,655,000
5,980,000
8,580,000
8,550,000 8,550,000
5,995,000 5,995,000

150,000
500,000
135,150
643,424
3,250,000
975,038
1,392,919
3,248,000
2,100,000

742,143

14,545,000 117,706,196

105,000
250,000
39,297
205,000
270,000
1,090,000
0
185,000
60,000
70,000
160,000
235,000
205,000
1,200,000
310,000
420,000
170,000
175,928
635,000
300,000
0

0

0

50,000
100,000
27,030
92,000
250,000
75,002
107,147
232,000
150,000

371,071

7,539,475

Qutstanding
June 30
2005

685,000
1,640,000
311,457
1,295,000
1,980,000
5,165,000
0
2,035,000
720,000
865,000
2,240,000
3,475,000
3,075,000
15,000,000
5,220,000
7,545,000
2,975,000
3,432,840
12,020,000
5,680,000
8,580,000
8,550,060
5,995,060

100,000
400,000
108,120
551,424
3,000,000
900,036
1,285,772
3,016,000
1,950,000

371,072

110,166,721




