Fai rfax C O u ntY,Vi rgi n ia FY 2014 Budget Public Hearing Dates

FY 2014 |

Advertised Budget Plan
4]

April 11,2013 3:00 p.m.

To be held in the Board Auditorium at the
Government Center Building,
12000 Government Center Parkway,
Fairfax, VA 22035

-

April 10,2013 3:00 p.m.
(Includes Multi-Year Budget: FY 2014 - FY 2015)

www.fairfaxcounty.gov/budget
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INTRODUCTION

For the first time ever, the Fairfax County Board of Supervisors will review and adopt the proposed budget for

FY 2014 while, at the same time, setting specific spending and resource parameters around the FY 2015 budget
strategy. The multi-year budget approach will frame the important financial and programmatic choices facing the
community and will give the Board, County agencies, and the public expanded information about how County
services will be funded and provided. Through the context of the multi-year budget, tax rate and funding decisions
will be considered that will carry through FY 2015.

FY 2014 BUDGET PROPOSAL AND FY 2015 PLAN
A November 2012 forecast projected shortfalls in FY 2014 of $169 million and $274 million in FY 2015. Today, the
budget recommendation is balanced for FY 2014 and includes a more manageable shortfall of less than $40 million

in FY 2015. The FY 2014 budget proposal:

® Includes Revenue and transfers in increases totaling $101.3 million
 Net new resources of $60.0 million and $41.3 million
from proposed tax rate increase

e  Fills most of the structural imbalance left from FY 2013 (was $61 million) ($49.4) million
e Dedicates 80% of net available funding to Schools ($41.3) million
e Funds the net change for all other County requirements ($8.2) million
e Results in a balance for Board consideration $2.4 million

As a result of these recommendations for tax rate and spending and the FY 2015 required funding increases,
including implementation of the STRIVE proposal, the FY 2015 budget has a projected budget shortfall of
$39.7 million.

THE BUDGET “UNKNOWNS”

The uncertainty about the federal budget deficit and sequestration puts Fairfax in a particularly vulnerable
economic situation. The automatic budget reductions are estimated to cut the budgets of cities and counties deeply.
Fairfax County’s General Fund only receives about 1 percent of its budget from the federal government. However,
County residents and businesses will be impacted which, in turn, will impact growth and substantial recovery in
the real estate market, consumer consumption, and business expansion. Contraction or even no growth in these
components of the County’s economy will negatively impact real estate, personal property, sales, and Business,
Professional, and Occupational License (BPOL) tax revenues.

Clearly the presence of federal employment and federal contracting in Fairfax County is important to the local
economy. Federal employment makes up nearly 10 percent of all personal earnings in Fairfax County, with over
20,000 jobs in the County due to federal civilian employment alone. Federal procurement contract awards in Fairfax
totaled nearly $25 billion in 2010 and represent a large share of the County’s economy. Federal sequestration action
will likely impact employment in the federal sector and diminish overall job growth. Among the unknowns, the
federal budget deficit and associated possibility of sequestration is foremost, but there are also funding implications
of State budget issues and the more regular possibilities of bad weather events or other unknown threats.Another
unknown is potential tax litigation and appeals. Like the County, our residents and businesses are very carefully
reviewing any possibility for reducing costs, including the taxes they pay, or have recently paid. Revenues

in a number of key categories and reduced delinquent tax collections have been conservatively estimated in
anticipation of higher than normal appeals.

GENERAL FUND REVENUE AND TRANSFERS

FY 2014 General Fund revenues are projected to be $3,570,191,999, an increase of $96.4 million or 2.77 percent over
FY 2013. The net increase is primarily the result of a $68.4 million increase in revenues due to moderate increases
in real estate assessments and minimal growth in other County revenue categories, a decrease of $13.3 million
associated with the reduction of both revenue and expenditures due to state assumption of the state funded portion
of the Child Care Assistance and Referral (CCAR) program, and an increase of $41.3 million generated by the
recommended 2 cent increase in the Real Estate Tax rate from $1.075 per $100 of assessed value to $1.095. To add

to these revenues, funding of $5.0 million in reimbursements from non-General Fund agencies is provided for total
new resources of $101.3 million.
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On the County’s real estate front, residential home values are continuing to stabilize. The number of homes sold
increased in 2012 after decreasing in the previous two years, and the average price of homes sold rose. Foreclosures
and mortgage delinquencies fell. Overall, residential equalization reflects a 3.50 percent increase in FY 2014 for a
mean assessed value for residential properties of $465,713, compared to a 0.71 percent increase in FY 2013. Non-
residential values remain essentially level with FY 2013, increasing only 0.14 percent in FY 2014, compared to the 8.21
percent rise in FY 2013.

The value of a penny on the Real Estate Tax rate is $20.65 million in FY 2014. Each penny change in the tax rate
equals $46.57 on a taxpayer’s bill. The budget recommendation proposes increasing the Real Estate Tax rate to $1.095
per $100 of assessed value. At this rate, FY 2014 Real Estate taxes per “typical” household would increase $262.45
over FY 2013. In the six years since FY 2008, the taxes paid per household have increased only 5.6 percent or an
average of 0.9 percent annually.

STRUCTURAL IMBALANCE

The FY 2013 budget required one-time balances in the amount of $61.1 million (primarily as a result of balances
identified at the FY 2011 Carryover Review and the mid-year revenue review). In FY 2014, these one-time funds are
replaced with recurring funding of $49.4 million to address this structural imbalance.

GENERAL FUND DISBURSEMENTS

FY 2014 General Fund disbursements are $3,588,955,648, an increase of $51.2 million or 1.45 percent over the FY 2013
Adopted Budget Plan. The increase over the Adopted budget is based on FY 2014 increased requirements of $41.3
million for Fairfax County Public Schools for both Operating and Debt Service. Net increases for all non-School
disbursements total $9.9 million. Total County increases have been reduced by savings of $20.5 million from agency
budget cuts and reorganizations.

FAIRFAX COUNTY PUBLIC SCHOOLS

Funding for the County transfer to the Fairfax County Public Schools for operations and debt service makes up
52.6 percent of the total County disbursements. The recommended transfer to the Public School Operating Fund

of $1.72 billion reflects a 2.0 percent increase over the FY 2013 funding level, and the transfer in support of School
debt service is $172.4 million. The County also provides additional support for the Schools in the amount of $69.8
million for programs such as Head Start, School Health, School Resource Officers, School Crossing Guards, after-
school programming, field maintenance and recreational programs, among others. On February 7, 2013, the Fairfax
County School Board approved an operating transfer request of $1.78 billion for FY 2014 that would give school
employees raises, add more positions to address increased enrollment from the previous year, maintain class sizes
and necessitates a $95.4 million, or 5.7 percent increase. This request would require an additional $61.7 million or a
3 cent Real Estate Tax rate increase.

COUNTY SPENDING

Limited funding increases associated with organizational obligations, and some important public safety and human
services requirements are included in the FY 2014 budget proposal, offset by program reductions of nearly $20.52
million. The increase in General Fund disbursements for County spending requirements is $9.9 million or a net of
$8.2 million, including managed reserve adjustments. Increases in the County General Fund budget fall into the

following main categories: cost of County operations; human services; public safety; and capital construction and
debt.

Cost of County Operations: $28.64 million
No FY 2014 Sala‘ry Increase for Employees

Full-Year Impact of FY 2013 Market Rate Adjustment and Longevity Increases - $12.90 million

Retirement Funding for fiduciary requirements of retirement funds based on value of assets - $0.83 million
Fringe Benefit funding, including projected Health Insurance premium increase of 8 percent - $11.04 million
County Insurance requirements - $1.49 million
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Human Services: $10.67 million
¢ Fairfax-Falls Church Community Services Board requirements including support for Infant-Toddler
Program and to serve new Intellectual Disabilities graduates - $7.62 million
e State Required Child Care Assistance and Referral (CCAR) rate increase - $2.50 million

Public Safety: $3.99 million
E-911 Fund Support based on declining revenue - $1.50 million

Nine new Police Officers for staffing for Silver Line Phase 1 - $1.37 million
Fire and Rescue Vehicle Replacement - $1.00 million
Two new Animal Shelter Positions based on expanded kennel space - $0.12 million

Capital Construction and Debt: $0.44 million

Total funding of paydown capital construction and debt service is $132.73 million, an increase of $0.44 million.

State Adjustments to Funding for CCAR Program: ($13.32) million

* Reflects State assumption of payment processing for state-funded children in the Child Care Assistance
and Referral (CCAR) program. Net change of $0.

Agency Budget Reductions ($20.52) million

Pf;)poséd reductions of $20.52 million which impact County programs and services. Includes elimination
of 91 positions.

FY 2014 Available Balance: $2.41 million

The net result of these revenue and spending recommendations is a remaining balance of $2.41 million for
the Board’s consideration to address high priority requirements in FY 2014 or to be held in reserve for FY 2015.

FY 2015 BUDGET PLAN

The budget and tax rate recommendation for FY 2014 will present a framework to carry the budget through

FY 2015. For FY 2015, revenue will increase $103.8 million or 2.9 percent. Spending projected for FY 2015 is an
increase of $131.2 million and includes new positions and support of our many public safety and human services
programs. For Fairfax County Public Schools, the FY 2015 budget proposal includes a 3 percent increase in the
County transfer for school operations and includes the required increase for school debt service to continue to
support annual School bond sales of $155 million. In addition, the multi-year budget recommendation includes
a new compensation proposal - STRIVE. Although unable to provide funding for compensation increases in

FY 2014, STRIVE’s new rational and affordable compensation strategies are incorporated into the FY 2015 budget
plan. As a result of these changes in net disbursements and the need to cover one-time FY 2014 balances and net
managed reserve adjustments of $12.2 million, there is a projected shortfall of $39.7 million in FY 2015.

NEW COMPENSATION PROPOSAL

STR'VE (Sustainable Training, Resources and Incentives for Valued Employees)

Sustainable Compensation

The County’s variable pay program is no longer effective and is financially unsustainable. The proposed

STRIVE initiative maintains the components of the County compensation model but adjusts the implementation
schedule to more appropriately reflect the County’s current funding capacity. There is no compensation funding
recommended for FY 2014 with the exception of the full-year funding for increases received by County employees
in FY 2013 and longevities for public safety employees. The benefit of this revised compensation model is a much
more uniform pattern of compensation increases, anticipated to be in the mid $20 million range for a number of
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years to come. It is important to note that the compensation increases will be included in future year budgets
contingent on funding availability. The STRIVE proposal includes:

1. Market rate adjustments (MRA) are provided for all employees in odd fiscal years, beginning in FY 2015.

2. A flat-rate performance pay increase for non-uniformed employees are provided on an alternating-year
basis. The new system is a pass/fail evaluation system with reviews provided annually and pay increases
granted in even fiscal years, beginning in FY 2016.

3. Public Safety step increases are provided in even fiscal years, beginning in FY 2016. Step increases are
5 percent and are awarded to employees not at the top of their pay scales. Approximately 45 percent of public
safety employees receive a step increase in each year they are awarded.

4. Longevity increases for public safety employees are granted to employees as they reach 15 and 20 years
of service once they have reached the top of the pay scale. Longevity awards are granted each year on the
anniversary date of the employee.

5. A placeholder for compensation adjustments that would result from the annual review of 25 percent of all
County job classifications has been included in FY 2015.

Performance Management

Objectives for the new performance management system include: simplification of the process to focus not on
completing the form but rather on generating discussion; identification of development opportunities for those
employees who are interested in further development; and elimination of the current variable pay award system
to a flat percentage increase for all employees who meet or exceed the standards for their job.

Succession Planning

A very significant number of employees will be eligible for retirement over the next several years. By December
31, 2015, 25 percent of all merit employees, or over 3,000 employees, will be eligible for retirement. In specific job
categories those numbers are even greater. The County must re-tool and strengthen existing succession planning
and knowledge transfer efforts to build the capacity to support our “promote from within” when appropriate
philosophy. The County will recruit externally when strategically advantageous and will strengthen our
recruitment effectiveness by encouraging employee referrals.

BUDGET ACTION PLAN MUST PROTECT
OUR STRENGTHS

“The Budget Action Plan must protect our strengths. Since being appointed
County Executive, I have had the pleasure of meeting with community and
business organizations, individual citizens and County employees all with
a common message of the vital importance of preserving and enhancing
the services and programs that makes Fairfax County a great place to live,
work and play. Our residents and businesses are attracted to and remain
in Fairfax County because of, using an Economic Development Authority
phrase, our Product! The ‘Product’ we offer includes: an outstanding
school system; a robust workforce essential in attracting and retaining our
businesses; a very safe community due to our outstanding public safety
workforce; a community that is environmentally conscious; a safety net

to catch those most in need; great amenities such as libraries and parks;

a strong financially managed County; and outstanding leadership by the
Board of Supervisors in charting the proper balance among our many
competing demands. Therefore the budget strategy for FY 2014 and

FY 2015 must continue to protect those things that make our community
strong and extraordinary.”

County Executive Ed Long advocates that, “Our
Budget Action Plan must protect our strengths.”

County of Fairfax, Virginia- 5
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FY 2014 GENERAL FUND RECEIPTS
(“WHERE IT COMES FROM")

(Subcategories in millions)

CHARGES FOR SERVICES REVENUE FROM THE

COMMONWEALTH*
SaceF $72,690,493 $36.0 $91,890,397 PERMITS, FEES &
ees : VA Public Assistance ~ $38.6 REGULATORY LICENSES
EMS Transport Fees  $15.5
Clerk F $5.4 Law Enforcement $23.7 $35,193,936
erk Fees - Other $29.6 Building Permits/
Other $15.8 Inspection Fees ~ $25.2
Other $10.0
REAL ESTATE TAXES
REVENUE FROM THE $2,228,384,045
FEDERAL GOVERNMENT o Current $2,223.7
$25,676,086 T T $4.7

. Delinquent
Social Services Aid  $25.5 '

Other $0.2

LOCAL TAXES
$523,253,090

Local Sales Tax $171.4
B.P.O.L. $152.0
Communications Tax  $48.5
Other $151.4

RECOVERED COSTS/
OTHER REVENUE
$14,935,437

REVENUE FROM THE USE OF
MONEY AND PROPERTY
$15,671,422

PERSONAL PROPERTY*
TAXES
$547,633,874
Current $548.3
Delinquent ($0.7)

FINES AND FORFEITURES
$14,863,219

District Court Fines  $8.3

Parking Violations ~ $3.3

Other $3.3

FY 2014 GENERAL FUND RECEIPTS = $3,570,191,999 **

* For presentation purposes, Personal Property Taxes of $211,313,944 that are reimbursed by the Commonwealth as a result of the Personal
Property Tax Relief Act of 1998 are included in the Personal Property Taxes category.

**Total County resources used to support the budget include the revenues shown here, as well as a beginning balance and transfers in from
other funds.
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FY 2014 GENERAL FUND DISBURSEMENTS

JUDICIAL

ADMINISTRATION

(“WHERE IT GOES")

(Subcategories in millions)

TRANSFERS
$145,917,142
County Transit  $34.5

PUBLIC SAFETY
$441,734,841

PUBLIC WORKS  Capital $13.9 'I:i?gce 21 ;i’:g T_’?;g:lggg
N $67,744,658 Metro $11.3 Sheriff $44.5 $50,001,226
Facilities Mgt. $51.1 Info. Tech. $2.9 E-911 $17.1 Library $27.1
Other $16.6  Other $83.3 Other $34.8 Parks $22.9 DE(\:/(éT(I\)’I:I\':IELn
$45,887,812

$32,987,578 Land Development Svcs. $13.3
Sheriff $17.6 Planning & Zoning $9.6
Circuit Court ~ $10.5 Transportation $7.3
Other $4.9 Other $15.7
HEALTH AND WELFARE NONDEPARTMENTAL
$395,006,326 $299,849,581
Family Services $185.0 Employee Benefits $299.8
Comm. Sves. Bd.  $109.2 Other $0.0
Health Dept. $51.7
Neighborhood &
Community Services $25.9 CENTRAL SERVICES
Other $23.2 $74,153,643
Info. Tech. $30.2
Tax Admin. $22.6
Finance $8.4
Other $13.0

COUNTY DEBT
$118,797,992

Transfer
Debt Service

LEGISLATIVE-EXECUTIVE

o | FUNCTIONS
$27,518,469

County Attorney $6.4

County Executive $6.2

Board of Supervisors  $5.2

Other $9.7

SCHOOLS
$1,889,356,380
$1,717.0

$172.4

FY 2014 GENERAL FUND DISBURSEMENTS = $3,588,955,648 *

*In addition to FY 2014 revenues, available balances and transfers in are also utilized to support disbursement requirements

County of Fairfax, Virginia- 7
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FY 2014 -FY 2015 MULTI-YEAR BUDGET PLAN:
TAX AND FEE RECOMMENDATIONS
FY 2012 | FY 2013 FY 2014
Actual | Actual | Recommended FY 2015
Type Unit Rate Rate Rate Planned Rate
GENERAL FUND TAX RATES
Real Estate $100/Assessed Value $1.07 $1.075 $1.095 $1.095
Personal Property $100/Assessed Value $4.57 $4.57 $4.57 $4.57
NON-GENERAL FUND TAX RATES
Refuse Rates
Refuse Collection (per unit) Household $345 $345 $345 $345
Refuse Disposal (per ton) Ton $60 $60 $60 $60
Leaf Collection $100/Assessed Value $0.015 $0.015 $0.015 $0.015
Solid Waste Landfill Ash Disposal Ton $15.50 $17.50 $19.50 $19.50
Sewer Charges
Sewer Availability Charge (Single Family Home) Residential $7,750 $7,750 $7,750 $7,750
Sewer Service Charge Per 1,000 Gallons $6.01 $6.55 $6.55 $6.55
Sewer Base Charge Quarterly $5.00 $5.50 $12.79 $20.36
Community Centers
McLean Community Center (Dranesville) $100/Assessed Value $0.023 $0.022 $0.022 $0.022
Reston Community Center (Hunter Mill) $100/Assessed Value $0.047 $0.047 $0.047 $0.047
Other
Stormwater Services District Levy $100/Assessed Value $0.015 $0.020 $0.020 TBD
Route 28 Corridor $100/Assessed Value $0.18 $0.18 $0.18 $0.18
Dulles Rail Phase | $100/Assessed Value $0.22 $0.22 $0.22 $0.22
Dulles Rail Phase Il $100/Assessed Value $0.10 $0.15 $0.20 $0.20
Integrated Pest Management Program $100/Assessed Value $0.001 $0.001 $0.001 $0.001
Commercial Real Estate Tax For Transportation $100/Assessed Value $0.11 $0.11 $0.125 $0.125
Tysons Service District $100/Assessed Value $0.00 $0.00 $0.09 $0.09

Public Hearings on the FY 2014 Budget

Public Hearings on the FY 2014 Advertised Budget Plan, and the FY 2014 - FY 2018 Capital Improvement Program (With Future

Years to 2023) will be held in the Board Room of the Fairfax County Government Center on the following dates and times:

April 9, 2013 6:00 p.m.
April 10,2013  3:00 p.m.
April 11,2013  3:00 p.m.

To sign up to speak at one of the public hearings, call the Clerk to the Board’s Office at 703-324-3151 or
703-324-2391 (TTY 711) or to access the form to sign up to speak, go to

https://www.fairfaxcounty.gov/bosclerk/speaker_bos.htm

The public can send written testimony or communicate generally with the

Clerk to the Board’s Office by e-mail at:

clerktothebos@fairfaxcounty.gov

County of Fairfax, Virginia- 8



