Hunter Mill District — Citizen Budget Committee
FY2013 Report

Introduction

As in previous years, Hunter Mill Supervisor Catherine Hudgins asked district residents to provide input
on Fairfax County’s FY2013 budget. The Hunter Mill District Citizen Budget Committee (Committee,
members listed in Appendix A) met during January, February and March to discuss member’s concerns,
priorities and recommendations for addressing the FY2013 Fairfax County budget. Members analyzed
the budgets presented by the County Executive and Fairfax County Public Schools, focusing on areas of
interest and concern. Presentations were made to the Committee by School Board members, as well as
professionals from the Department of Management and Budget, Human Services and Human Resource
communities. Members also attended Supervisor Hudgins’ public budget meetings to hear feedback
from other residents with respect to their FY2013 budget priorities. This report captures the
Committee’s cumulative discussions and makes some specific recommendations for the County’s
FY2013 and future budgets.

Executive Summary

The Committee makes the following recommendations to address not only the FY2013 Fairfax County
Budget, but future fiscal year budgets:

Revenues:
o Approve FY2012 tax rates at advertised levels
o Move a ballot referendum to adopt a meals tax
o Evaluate need for FY2013 increase in Stormwater Service Fee
o Seek future revenue diversification.

Expenditures:

o Begin to restore funding previously reduced in the County’s Human Services programs, targeted
to specific programs

o Begin to restore funding previously reduced in the County’s library system

o Support Fairfax County Public School (FCPS) Transfer Fee at no more than the level
recommended by the County Executive (52.5 percent of available funding, and a 4.5 percent
increase from the FY2012 Adopted Budget)

o Support County Executive’s proposal to fund FY2012 and FY2013 salary increases for County
employees

o Evaluate and begin acting on recommendations made by AON Hewitt in their report on the
County’s three retirement systems to secure potential future cost savings

o Consider adjustments in the pay and retirement compensation for the Fairfax County Police
Department to equalize contributions made into the other two County retirement systems

o Consider leveraging favorable interest rates to more aggressively capitalize infrastructure
investments, including Dulles Corridor.

Each of these recommendations is discussed in the following narrative.
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Committee Discussion - County Revenue Sources

Current Budget Year — FY2013

Approve FY2012 tax rates at advertised levels — The County Executive released the Advertised Budget
Plan February 28, with a balanced budget that recommended no change in real estate tax rates from
FY2011 ($1.07 per $100 of assessed value). Subsequently, the Board of Supervisors (Board) approved an
advertised rate of $1.08, which is estimated to generate an additional $19.95 million. This Committee
recommends the Board adopt the higher advertised rate. The Committee recognizes a gradually
improving economy in the County has contributed to a modest increase in real estate tax assessments,
valued at approximately $64 million. However, the balanced Advertised Budget directs these additional
funds to ongoing operations, and only partially offsets previous reductions. Given the significant
reductions the County has taken over the last three fiscal years, the additional revenue should be
directed to:

o Begin restoring programs that provide services to the neediest in our communities and maintain
a safety net to which the Board has committed

o Provide modest increases to the library system so hours of operation be consistent among
regional branches and hours consistent at community libraries

o Invest in critical transportation improvements (North Vienna Trail, improvements related to
Phases | and Il Dulles Rail, enhancement of bike/pedestrian/trails and Fairfax Connector buses)

o Provide available funds to cover funding gaps imposed on the County from the state or federal
governments.

The Committee notes the penny increase in the real estate tax would result in an increased cost to
households from FY2012 across the County of $S67, based on the following chart included in the
Advertised Budget. The increase would be slightly higher in the Hunter Mill District, which has benefited
from slightly higher average property value increases than other areas in the County. The Committee
respects that District residents on fixed incomes may find this burden challenging, but urge those
eligible to seek relief through the County’s Tax Relief Program.

Last Seven Years of Average Homeowner’s Taxes
Real Estate
Mean Assessed Valueof | Tax Rate Tax Per
Fiscal Year Residential Property Pers100 Household
FY 2007 5544,541 50.89 54,846.41
FY 2008 5542,409 50.89 $4,827.44
FY 2009 $525,132 50.92 54,831.21
FY 2010 5457,898 51.04 54,762.14
FY 2011 5433,409 51.09 54,724.16
FY 2012 5445,533 51.07 54,767.20
FY 2013 5448,696 51.07 54,801.05 $33.85 more than FY 2012
$45.36 less than FY 2007
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Move a ballot referendum to adopt a meals tax — The Committee recommended last year the County
pursue revenue diversity in the form of a meals tax to mitigate dramatic revenue fluctuations that result
in over-reliance on the real estate tax. The recommendation is repeated for FY2013.

The table below provides a comparison of various tax rates and revenues for local jurisdictions. It is
important to note a meals tax in Fairfax County could generate from $20 - $80 million annually, much of
which would not be collected from residents. It should also be noted a referendum included on the
November ballot would not likely provide a significant revenue stream in FY2013 due to the time
needed to implement the new authority after ballot approval. Rather, the significant revenue stream

would be realized in future budget years.

The Committee does not recommend the funds be earmarked for a specific purpose, but notes if this
approach were to be chosen we would recommend limiting the funds be used for transportation and/or

education.

Further, the Committee strongly urges the County to fund and execute an effective public awareness
campaign to fully educate County residents of not only the merits of such a tax but also the restrictions
imposed on instituting such a tax under the Dillon rule.

Fairfax County Potential FY 2013 Revenue: If Equal Taxing Authority as Surrounding Cities

(S in millions)

Jurisdiction Meals Tax" Transient Cigarette Tax Total Revenue
Occupancy Revenue Increase

Fairfax County: 1% tax=est $20m; | $19.5 $9.1 =$28.6 +$20m up

FY 2013 Projected | 2% tax=est $40m; | 4% 30¢ / pack + Meals Tax | to+S$80m

Revenue at 3% tax=est $60m;

Current Rates 4% tax=est $80m

Revenue @ Town $60.0 $17.1 $22.8 $99.9 $71.3

of Vienna Rates 3.0% 3.5% 75¢ / pack

Revenue @ $80.0 $19.5 $25.8 $125.3 $96.7

Fairfax City Rates 4% 4% 85¢ / pack

Revenue @ $80.0 $31.7 $24.3 $136.0 $107.4

Alexandria Rates 4% 6.5% 80¢ / pack

Revenue @ Falls $80.0 $24.4 $22.8 $127.2 $98.6

Church Rates 4% 5% 75¢ / pack

1. Countiesin VA are capped at a 4% tax rate.
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Evaluate need for FY2013 increase in Stormwater Service Fee — The Advertised Budget Plan proposes
an increase of 40 percent for the Stormwater Service Fee, from $0.015 to $0.025 per $100 of assessed
value. The proposal indicates this is the first increase needed to fund a phased approach to meet
federal and state regulatory requirements. The $0.025 levy will collect $49.75 million, which will be
used for staffing ($14.6 million, or29 percent) and project implementation ($35.2 million, or 71 percent).
At this level, 22 new positions will be funded. The proposal further indicates the Stormwater
Management program will need to fund additional positions in future years to meet mandated workload
requirements.

The Committee questions the County’s ability to fill 22 positions at the beginning of the fiscal year, many
within technical professional disciplines. The County is encouraged to look closely at existing fund
balances to evaluate whether the full penny increase is justified for FY2013, and review that result to
determine the impact and timing to future increases in this fee.

FY2014 and Beyond

Seek future revenue diversification — The Committee noted last year the County is overly dependent on
real estate tax revenue, as shown in the following graphic. Real estate taxes will comprise almost 61
percent of all County revenue in FY2013 — of that amount, 74 percent of revenues are collected from
residential real estate taxes. The Committee urges the Board to continue to seek diversification for
General Fund Revenues, even though (and especially because) it appears the economy is on the mend.

FY 2013 Advertised Budget Plan - General Fund Revenue Schedule:
"Where It Comes From" Pie Chart

Recovered Costs/
Local Taxes: 15.1% Other Revenue: 0.4% Revenue From Use of
Revenue From $523,937,338 $12,096,329 Money and Property: 0.5%
Federal Govt: 1.0% $17,286,968
$34,270,839

Charges for Services: 1.9%
$66,981,067

Personal
Property Taxes: 16.0% °

$552,566,873
Revenue from

Commonwealth: 2.7%

$94,267,447 Fines and

Forfeitures: 0.5%
$16,579,948

Permits, Fees &
Regulatory Licenses: 1.0%
$34,802,539

Real Estate Taxes: 60.9%
$2,106,652,081

FY 2013 ADVERTISED BUDGET: GENERAL FUND RECEIPTS** = $3,459,441,429
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As we noted earlier, seeking a meals tax ballot referendum would be a promising start. If a 4 percent
County meals tax were instituted, gross revenues from real estate taxes in the graphic above could be
reduced by $80 million, bringing the total percentage of General Fund revenue supplied by real estate
taxes down from 61 percent to 59 percent. The Committee encourages the Board to engage the public
in discussion about the need to diversify the limited revenue options available to the County and
continue educating taxpayers as to the benefits to be realized.

Commiittee Discussion - County Expenditures

Current Budget Year — FY2013

Begin to restore funding previously reduced in the County’s Human Services programs — Fairfax is a
wealthy county, but with serious unmet needs. For example, 5.8 percent of our citizens — 63,000 men,
women and children — live below the federal poverty level of $20,000 for a family of four. Children are
among the most vulnerable: from FY 2007 to FY 2011 Child Protective Services worked with 25 percent
more families; from FY 2008 to FY 2011 calls to the domestic and sexual violence hotline increased 37
percent; and in FY 2011, the Community Health Care Network (CHCN) enrolled 26,588 patients, an
increase of 30 percent. Consequently, in March 2011, CHCN initiated a wait list for enrollment for the
first time in 5 years.

Maintaining Fairfax County as a great place to live and work requires the county to invest in programs
and services that help these families —on whom many residents depend — achieve self sufficiency. The
Committee supports recommendations included in the Advertised Plan for Human Services ($5.35
million), but notes funding at these levels still fails to address growing needs and declining state and
federal funding. The Committee also recommends the Board:

o Expand the modest increase included in the Advertised Budget for Consolidated Community
Funding Pool (CCFP) by $448,000 to cover the intended increase to CCFP funding to nonprofit
partners

o Continue authorization for the Bridging Affordability Program ($4.6 million) to include:

v' $2 million to acquire 200 affordable units. Total Blueprint amount is $5 million per year,
and $3 million has been budgeted. Notably, S5 million is largely insufficient for this level
of acquisition, and long range planning should address this.

v' $2.6 million for rent subsidies for 307 households to address unmet goals in the FY12
Blueprint. The $2.6 million will be matched by nonprofit organizations that provide both
the housing and services for these households.

o Where possible, provide funding to reduce the waiting list for child care subsidies and Head
Start. Both are key elements of moving families to self-sufficiency.

o Where possible, provide funding to reduce the wait list for Community Health Care.

o Restore program reductions included in the Advertised Plan that eliminate Rent Relief and Adult
Dental, and that reduce home based care and Dial-A-Ride.

Failing to invest now increases pain and costs later — the Committee believes these recommendations
merit funding consideration in FY2013.
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Begin to restore funding previously reduced in the County’s library system — The Fairfax County Public
Library has absorbed significant reductions in the last several years, and the Committee is concerned
that further cuts will detract in the short and longer terms from library ability to serve the public at
levels appropriate to the County’s needs. We urge the Board to consider restoring previous budget
reductions, consistent with any recommendations made by the Fairfax County Public Library Board of
Trustees.

Support Fairfax County Public School (FCPS) Transfer Fee at no more than the level recommended by
the County Executive (52.5 percent of available funding, and a 4.5 percent increase from the FY2012
Adopted Budget) — The Committee recognizes the independence of the respective Boards of the Fairfax
County Public Schools and the County. Our members are deeply interested in the FCPS budget, and we
respect the demographic trends used to present budget priorities for FCPS, as well as the need to
attempt to balance needs for all County residents with those of the FCPS. To further this effort, we
applaud the collaboration between the Boards and their commitment to work effectively together.

Committee discussions focused primarily on maintaining parity for County and FCPS employees with
respect to compensation increases. The Committee also explored the ability to better leverage County
and FCPS facilities and resources together to effect streamlining and management efficiencies — an
effort that will also require enhanced Board collaboration. We urge both Boards to pursue this
collaborative path to achieve goals important to residents of Fairfax County.

With respect to specific suggestions, the Committee recommends the Board(s) consider:

o FCPS transfer request exceeds the Advertised Plan proposal by $63 million

o Funding the FCPS request would require a real estate tax rate increase of more than three cents,
which is not possible, given the Board’s advertised rate of plus one cent (which the Committee is
recommending be directed at multiple funding gaps)

o Abalanced approach may require FCPS to consider: deferring new or restored initiatives,
reducing requested compensation increases, reducing existing programs and/or staffing, or
some mix of these.

Support County Executive’s proposal to fund FY2012 and FY2013 salary increases for County
employees — The majority of increases in County expenditures in FY2013 is due to costs needed to fund
ongoing operations, primarily employee compensation and benefits. The Committee recognizes these
costs fund those who provide services important to County residents, as well as contribute to the quality
of life enjoyed by County residents. The Advertised Plan includes Market Rate Adjustments (MRA) for
both FY2012 and FY2013, which the Committee supports, mirroring recommendations from FY2012 to
positively provide for employee compensation if possible. We note again the disparity between the
FCPS budget request and the Advertised Plan — FCPS requests a Step increase rather than MRA. We
urge the Boards to coordinate their compensation packages to maintain parity between the two
communities.

Evaluate and begin acting on recommendations made by AON Hewitt in their report on the County’s
three retirement systems to secure potential future cost savings — Fairfax County engaged AON Hewitt
to conduct a review of post-retirement benefits. The Committee applauds this effort. The report,
issued in January 2012, makes a number of observations and recommendations we urge the Board
consider acting upon expeditiously. The Committee urges this action with a number of considerations:
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o Current employees must be adequately grandfathered into any prospective benefit package
changes

o Newly hired employees will be subject to changes adopted to the existing benefit plans,
including potentially increasing employee contributions to benefits. The County should consider
such changes as those recently adopted for federal employees: namely, newly hired employees
and those with less than five years of federal service must contribute an additional 2.3 percent
to their defined benefit plans, for a total employee contribution of 3.1 percent.

o Long-term fiscal health of the County and retirement and benefit plans must be balanced.

The Committee also urges the Board review the existing DROP program to determine the merits of costs
versus benefits, and notes nearby jurisdictions have re-examined their programs and made
modifications. Though County managers report the County benefits from the DROP program, the
Committee questions both the total cost and level of compensation offered by the DROP program to
recent retirees. As the AON Hewitt report noted, the Social Security Supplement and DROP features
essentially work at cross purposes.

Consider adjustments in the pay and retirement compensation for the Fairfax County Police
Department to equalize contributions made into the other two County retirement systems — The
Committee last year urged the Board consider adopting parity between the retirement plan
contributions to Uniformed (Fire) and Police Department employees. The AON Hewitt study also noted
disparity between all three of the County’s plans:

o The County Employees’ Retirement System is stronger and more generous than those of
competitors

o The Police Officer’s Retirement System provides benefits that are slightly lower in value than
those of competitors

o The Uniformed Retirement System provides benefits that are slightly greater in value than
competitors.

The Committee recommends the Board review these plans and their benefits together with respect to
any changes considered to adopt future cost savings or other plan changes.

Consider leveraging favorable interest rates to more aggressively capitalize infrastructure
investments, including Dulles Corridor - Fairfax County has a significant opportunity to invest now for
future needs, and future savings. The Committee recognizes the County’s strong fiscal discipline has
resulted in a consistently respected, and admirably high, bond rating. We challenge the Board to
consider leveraging favorable interest rates to both aggressively retire existing debt where possible, and
issue additional General Obligation bonds to invest in infrastructure requirements such as the Dulles
Corridor (Rail), transportation (North Vienna Trail, improvements related to Phases | and Il Dulles Rail,
enhancement of bike/pedestrian/trails and Fairfax Connector buses), and deferred Capital Investment
Plan funding. While additional borrowing must be balanced with the need to fund debt service, the
Committee notes a significant investment opportunity exists and prudent fiscal management dictates
that opportunity be thoroughly evaluated. Timing is key.
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Outlook

While the Hunter Mill Citizen Budget Committee is a group of residents who have diverging interests,
priorities, and visions for best management practices, we are also forward-looking to strategize where
we see our County in future budget years. What opportunities for revenue diversity need to be
pursued? What investments must we make? Other municipalities are exploring these questions also,
and their approaches may be instructive.

A recent example we urge consideration of is a Request for Proposal issued by New York City, to attract
a premier science-oriented university campus. Given the level of university interest, and potential to
attract new businesses that provide high-paying jobs, this kind of innovation could be desirable for
Fairfax County. Our Silver Line Corridor is an ideal location, as it would link a university to both Dulles
airport and the District. We see similar innovations in Montgomery County, with a growing bio-tech
economy built around Johns Hopkins University and the National Institutes for Health. Planning now to
attract this kind of innovation is an investment the County should consider.
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Appendix A — Hunter Mill District Citizen Budget Committee

Barbara Loving, Chair
Amanda Andere
Deloris Bailey
Hank Chao
Laurie DiRocco
Susannah Frazier
Bill Penniman
Carl Pletzke
Stuart Rakoff
Marion Stillson
Tim Thompson



