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MEMORANDUM
TO:

Honorable Mayor and Members of City Council

FROM:

Timothy J. Baroody, City Manager

RE:

Adopted Operating Budget for FY 2021

DATE:

July 15, 2020

Introduction
I am pleased to present the FY 2021 Adopted Operating Budget, which begins on July 1, 2020. The
Recommended Budget for FY 2021 is a balanced budget that represents a responsible spending plan for
the upcoming fiscal year, with an eye to future needs as well. Significant work has gone into ensuring
that this Recommended Budget is fiscally responsible, advances the City Council’s Vision and Priorities,
supports our schools and our workforce, and meets the needs of a growing community.
The FY 2021 Budget includes numerous changes to the City Manager’s Recommended Budget initially
presented on March 10, 2020, in response to the COVID-19 pandemic and associated public health
mitigation measures. Several significant sources of local revenue are expected to decrease and
significant unrestricted federal and state fiscal aid appears unlikely to materialize. Widespread business
closures ordered by the Governor in the interest of public health depressed local consumption tax
collections in the fourth quarter of FY 2020, particularly the meals tax, hotel lodging tax, and
amusements tax. With U.S. retail expenditure contracting 16.7% nationwide in April, the City anticipates
its local sales tax allocation may also contract. The FY 2021 revenue forecast reflects reduced sales tax
expectations and the anticipation of a less than full recovery to average FY 2020 monthly collections. It
is unclear what the ultimate revenue impact will be to the City given heightened unemployment and
macroeconomic conditions due to the pandemic, and this budget presents conservative expectations of
revenue performance and recovery in line with this uncertainty.
The revised General Fund budget of $94,324,942 is a decrease of $6,727,633, or 6.6% from the FY 2020
General Fund amended appropriation of $101,052,575. The General Fund is the primary fund for most
City operations. This budget document also includes recommendations for a variety of other operating
funds, including the City’s main enterprise funds: Water Operating, Wastewater Operating, Transit
Operating, and the Parking Fund. This budget does not recommend any increase to the real estate tax
rate.
Due to rapidly changing fiscal circumstances at both the state and city level, this year’s budget took
shape across three separate resolutions; the City operating and capital budget resolution (Res. 20-44),
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the Fredericksburg City School District budget resolution (Res. 20-31). The CARES Act budget
amendment (Res. 20-56) also makes appropriations for federally-allowed expenses directly related to
the City’s mitigation efforts in response to the COVID-19 pandemic, but since it cannot be used to
replace revenue it is not presented in detail in this document. This transmittal letter addresses the
total impact of the first two resolutions on the City’s financial plan for FY 2021.
Given that economic conditions resulting from the COVID-19 pandemic may create a need for enhanced
cash flow or reserves, the City adopted the FY 2021 operating and capital budget while appropriating
the FY 2021 operating budget at 75 percent (75%) of total annual expenditures. This is intended to allow
agility in the City government’s delivery of program and services in response to COVID-19 and its
resulting economic impacts.

Budget Highlights – General Fund
Due to continued uncertainty over the City’s economic and fiscal outlook, the adopted operating budget
for FY 2021 made full-year allocations but 75% appropriations in order to provide flexibility to the City
based on changing economic conditions. City staff will continue to monitor revenue collections and
economic conditions on a regular basis and extend appropriation authority as soon as possible.
The City implemented numerous changes to reduce costs since the start of the crisis, including staff
furloughs, pay reductions, and reduced capital projects. Staff will continue to monitor the impacts of
unemployment and recessionary conditions on City revenues with the hope that these measures can be
at least partially reversed during FY 2021.
 Overall revenue forecasts, removing the use of fund balance, indicate contraction to
$94,324,942, or 6.6% under the original adopted budget revenues for FY 2020;
 Assumes continuation of City staff furloughs;
 A reduced transfer to the Fredericksburg City Public Schools, who also received significant
emergency fiscal assistance from the federal government via the CARES Act;
 No new positions and removal of a proposed 4% increase in City salaries in the Recommended
Budget;
 A $100,000 set-aside for public safety pay enhancements to maintain competitiveness in the
region, reduced from $500,000 in the Recommended Budget;
 Increased debt service savings from $150,000 to $1,734,577 due to the successful refinance of
the City’s 2011 (A) General Obligation bond issue;
 A reduction in the General Fund transfer to the Capital funds from $2,313,000 in the amended
FY 2020 budget to $1,633,554; and
 Reduces City support for the Central Rappahannock Regional Library, the Rappahannock
Regional Jail, the Rappahannock Juvenile Center Commission, and other partner agencies.

Revenues
Due to the pandemic, overall economic conditions have been adjusted significantly since the March 10
Recommended Budget for FY 2021. City staff continue to monitor the revenue projections and make
adjustments and now recommend the overall General Fund revenues, not including the use of fund
balance, be forecast for $90,696,456. The overall revenue forecast reflected in the Adopted Budget is
$8,959,269 less than the Recommended Budget’s March 10 forecast of $99,655,725.

2 of 574

Transmittal Letter | FY 2021 Adopted Operating Budget
The decrease in the overall health of the local economy has direct impacts on major excise taxes such as
sales tax, meals tax, lodging tax, and admissions taxes. Business license tax revenue, which is based
upon business revenue, is also likely to be lower next fiscal year. Other revenues for the City, such as
real estate taxes and personal property taxes, may see declines moving forward in an economic
downturn as collections decrease.
Overall revenue collections for the City are unusually difficult to forecast given the pandemic and its
economic disruptions and impacts. Several major revenue sources are presented in the table below:
Revenue Forecasts – Key Local Revenues

Real Estate
Personal Property
Sales Tax
Meals Tax
BPOL
Consumer Utility
Telecom Sales

FY 2020 Adopted
Budget ($)
32,150,000
9,150,000
11,700,000
12,300,000
6,300,000
1,850,000
1,575,000

FY 2021
Recommended ($)
33,300,000
9,650,000
12,825,000
12,450,000
6,575,000
1,875,000
1,475,000

FY 2021
Adopted ($)
32,450,000
8,835,000
11,200,000
9,000,000
5,670,000
1,850,000
1,400,000

Change, FY 2020
- FY 2021 (%)
1.0%
-8.4%
-4.3%
-27.7%
-13.8%
-1.3%
-5.1%

Real Estate
The Adopted Budget does not increase the real estate tax rate. Despite worsening economic
circumstances, real estate values in the City have remained resilient and even posted modest gains.
Adjustments will be made to the current combined rate of $0.85 per $100 in valuation. The City’s
current real estate rate of $0.85 per $100 valuation serves to fund both the General Fund activities and
the City’s Stormwater Management Fund.
The City will levy the same real estate tax as in FY 2020 after accounting for new construction in the City.
However, the re-assessment process will recalculate the real estate values across the City. The new rate
that will be set by City Council will allow for reductions in taxes for properties whose values declined or
increased at a lower rate, while properties whose values increased by a larger amount would pay more
in taxes.

Sales Tax
The City forecasts slightly lower sales tax collections in FY 2021, with the understanding that the
duration and depth of economic distress may influence the extent to which consumer spending will
generate revenue. Monthly sales tax collections since the shelter-in-place directive in March and April of
2020 proved remarkably resilient, likely due in part to federal measures such as the stimulus checks and
expanded unemployment insurance benefits. It is unclear at this time what impact the expiration of
those benefits will have on consumer confidence and spending over the course of the fiscal year.

Recycling Fee
The cost of recycling solid waste has increased dramatically over the past several years. In January 2018,
China sharply curtailed the amount of recycled waste it accepts from around the world, which reduced
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demand for recycled materials. In the past, the R-Board landfill (the landfill jointly owned by the City and
Stafford County) received revenue from processors for the recycling that was collected. Since the
changes in the marketplace, the R-Board now has to pay processors to accept the materials. As of July
2020, the R-Board began to charge the City a fee of $50 per ton for recycling to offset the costs that the
R-Board pays to handle the material. The City estimates this change will add $54,000 per year to its cost
for the recycling program.
Staff recommends that the City add a fee to utility customers of $3 / bill ($18 per year) to help defray
the costs of the R-Board charges along with the costs to the City to collect the recycling and deliver it to
the R-Board. This charge would apply to all utility customers, as the entire community benefits from the
recycling program and the extension of the useful life of the landfill facility. The additional fee will not be
implemented until January 2021 and is projected to increase the City’s General Fund revenue by
$62,500.

Water & Wastewater Fees
The City continues to face challenges related to capital projects in the Water Operating Fund and the
Wastewater Operating Fund in FY 2021 and beyond. FY 2020 marked the first full year of debt service
payments for the 2018 bonds that funded a variety of improvements in both the Water and Wastewater
Collection systems. The Recommended Capital Improvements Plan includes approximately $75 million in
additional debt in the next five years, the majority of which is attributable to the wastewater treatment
plant upgrade or consolidation project. The plan continues to be in negotiation with Spotsylvania
County, and timeline continue to change and extend. It is important to remember that this level of
capital investment will significantly increase the debt service payments required in these funds.
The rate model commissioned by the City was completed in late 2019; the City will recommend an
increase in water and sewer rates based on the information in the model. Rate increases will be
necessary over the next several years to fund required upgrades to the City’s critical water and
wastewater infrastructure.

FY 2021 Adopted Budget in Context
The City of Fredericksburg is the central locality to the fastest-growing region in the Commonwealth.
The annual budget process reflects the City’s efforts to maintain and improve our schools, public safety,
services, and infrastructure in a growing region with a strong economy.
Regional Population Growth – 2010 – 20191
Year
2010 (Census)
2011
2012
2013
2014
2015
2016
1

City
24,286
25,484
26,024
27,945
28,213
26,969
27,025

Stafford
128,961
131,067
132,719
135,141
138,230
140,176
141,915

Source: Weldon Cooper Center
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Spotsylvania
122,397
123,997
124,526
125,555
126,337
128,998
129,668
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2017
2018
2019

27,645
28,387
28,532

145,699
149,110
151,689

131,549
133,441
135,715

The Adopted Budget continues to strategically utilize the City’s fund balance to meet the City’s ongoing
capital needs.

Budget Highlights – City Schools
The adopted budget includes a transfer to City Schools of $29,199,266. Prior to COVID-19, the
recommended budget proposed an increase in the transfer to City Schools of $447,418, for a total of
$30,907,628. The transfer to City Schools is the largest item in the City’s General Fund.
Due to the City’s financial hardship, the School Board proposed a reduced City contribution of
$29,199,266, a reduction of $1,260,944 over FY 2020 and a reduction of $1,848,362 over the original
approved FY2021 School Board budget. The School Board anticipates an increase to state revenue in
FY2021 due to the re-benchmarking of Basic Aid revenue that remained in the budget approved by the
General Assembly on April 24th, an increased Average Daily Membership (ADM), and the decreased
Local Composite Index (LCI). The total School Operating budget for FY 2021 is $47,995,070.
Most of the originally projected increases to the School Grants Fund were either removed from the state
budget or reclassified by the state as unallotments. The level of funding proposed is level with FY 2020.
The School Grants Fund was approved at $5,596,277, which includes no transfers from the General
Fund. Additionally, capital projects unrelated to safety concerns or ongoing maintenance were deferred
to a future year and the School Capital Fund was adopted as submitted by the School Board at $700,000.
There are no transfers from the General Fund for school capital in FY 2021.
Consistent with the overall City budget, the FCPS budget was adopted at 75 percent (75%) of total
annual expenditures. The City will be conducting a mid-year review of the budget, in conjunction with
the Fredericksburg City Public Schools, to update budget conditions and complete the appropriations
process.

City Transfer
City Transfer – Head
Start

FY 2019 Actual

FY 2020 Budget

$29,185,892
-

$30,244,710
$215,500

2

FY 2021
Recommended
$30,907,628
-

FY 2021
Adopted
29,199,266
-2

Please note that the $215,500 transfer to the School Operating Fund shown in FY 2020 and in budgets for years
past for the Head Start program has been combined with the main transfer line for FY 2021 and for future years.
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Subtotal: City
Support

$29,185,892

$30,460,210

$30,907,628

$29,199,266

State Revenue
Local School Revenue
Use of School Fund
Balance
Total

$15,175,969
$371,362
-

$15,994,843
$244,000
$550,000

$18,146,671
$269,000
$1,000,000

$17,026,804
$244,000
$1,500,000

$44,733,824

$47,249,053

$50,323,299

$47,995,070

The City Schools also transferred $300,000 back to the City General Fund to assist with debt service for
the Walker-Grant Center project.

Budget Highlights – Public Safety Compensation
Over the past year, the north-central Virginia region has seen a major increase in wage competition for
public safety personnel – for the City, our Police, Fire, E-911, Emergency Medical, and Sheriff personnel.
As an initial response, the City Council during FY 2020 amended the budget mid-year to provide for a 5%
salary increase, and adopted an increase in multiplier for the Virginia Retirement System. The increased
multiplier serves as an enhancement to the retirement benefit for public safety personnel. The mid-year
increases provided $305,000 in higher salaries and associated benefits to public safety personnel, and
the increased multiplier for VRS costs $185,000 per year beginning in FY 2021.
The City continues to work with a human resources consultant to analyze the regional public safety
labor market and make recommendations concerning increasing compensation to stay competitive. The
Adopted Budget includes an additional $100,000 in set-aside funds for the implementation of additional
measures, in what is a multi-year process to increase public safety pay to maintain competitiveness in
the region. The consultant, public safety management, and human resources management will work to
present this plan during the spring to City Council for review and adoption.

Planned Use of Fund Balance FY 2020 and FY 2021
The City judiciously uses fund balance to offset the costs of ongoing capital improvements and other
one-time types of expenditures.
The City Council also, in March of 2020, took the step of assigning $2,000,000 for the purpose of
pandemic response from the unassigned fund balance. These funds could be used for active measures
to respond to the pandemic, or revenue shortfalls resulting from the pandemic. The City used
$1,994,932 of that assignment to balance the FY 2021 budget.
The Adopted Budget’s use of General Fund balance is a total of $3,628,486. Of that total, $1,633,554 is
the amount used from the fund balance committed for capital projects.
Use of Fund Balance in FY 2020 Adopted and FY 2021 Recommended Budget
Category
Restricted
Committed

FY 2020
Original
-

FY 2020
Amended
-

FY 2021
Recommended
-

FY 2021
Adopted
1,994,932
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Committed: Future
Capital Projects
Committed: School
Capital Projects
Other Committed
Subtotal: Committed
Assigned – Jail Stabilization
Unassigned
Planned Use of General Fund
Balance

$2,723,000

$3,023,000

$3,323,000

$1,633,554

-

-

-

-

$2,723,000

$573,626
$3,596,626

$3,323,000

$3,628,486

$635,000
$470,000
$3,828,000

$635,000
$536,580
$4,768,206

$500,000
$3,823,000

$3,628,486

General Fund Contingency
The General Fund Contingency is usually included in the budget at a level of $500,000. Given the
uncertainties surrounding this upcoming fiscal year, the Adopted Budget increased the amount of
General Fund Contingency to $793,447. The Adopted Budget also authorizes the City Manager be
granted authority to move amounts of contingency up to $250,000 as needed for the organization to
reverse, at least partially, pay cuts or furloughs. It also authorizes, but does not fund, two positions in FY
2021: IT Security Manager, Assistant Director of Human Resources.

General Fund Attrition Savings
Over the past several years, the City budget has included an allowance for turnover and attrition savings
in the General Fund of $250,000. The City utilizes a system where a negative number is created in the
budget, which has the effect of reducing the total expenditures in the General Fund. Towards the end of
the fiscal year, the staff transfers positive budget savings as they become available to the Attrition
Savings line item until it reaches a zero balance.
For the FY 2021 March 10 Recommended Budget, City staff recommended that the normal amount of
the Attrition Savings line be increased to $350,000. During the review period, the staff also executed a
“premium freeze” on health insurance premiums, for both employees and the City. The City’s share of
health insurance premiums would remain in the operating funds for both June and July 2020. The
savings for July 2020 would be included in the FY 2021 budget. The Attrition Savings credit was
increased by $400,000 – to a total of $750,000 – to account for these additional expenditure savings.

Human Resources Highlights
Virginia Retirement System
The City of Fredericksburg is a member of the Virginia Retirement System (VRS), which serves state
employees, school employees, and participating local government employees throughout the
Commonwealth of Virginia. The Virginia Retirement System notifies the City every two years of the cost
of retirement benefits, which is expressed as a percentage of payroll. The City’s current rate, known as
the “employer contribution,” for FY 2019 & FY 2020 is 12.37%. All eligible employees also pay a
“member contribution,” which is set at 5% of their salary.
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The City has received a new, higher rate of 14.10% for the “employer contribution” that will apply for
the next two fiscal years. This higher rate is primarily the result of an updated VRS actuarial analysis of
the City’s plan costs as well as the City’s decision to enhance VRS retirement benefits for public safety
personnel.




The actuarial study that the Virginia Retirement System uses to calculate the rate resulted in an
increased cost to the City – from 12.37% to 13.43%. Using the FY 2020 original salaries as a base,
to control for the effect of pay adjustments and new positions, this portion of the increase cost
approximately $293,000.
The City increased the retirement benefit for public safety employees as part of a broader
conversation about maintaining competitive compensation for these positions. The multiplier
used to calculate monthly benefits for public safety retirees was increased from 1.7% to 1.85%,
which resulted in an additional 0.67% increase. This portion of the increase in retirement costs
$185,000. The overall increase across all funds is $478,000.

New Positions
As part of the budget process, various City Departments and agencies requested twenty-six new
positions (17 full-time, 3 converted part- to full-time, and 6 part-time). These requests are driven in part
by City Council priorities and by the City’s recent growth, both in terms of population and in terms of
developed areas. However, the onset of the COVID-19 pandemic and its resulting economic and fiscal
uncertainty led to removal of all 9 full-time and one part-time new positions proposed in the
Recommended Budget, representing lower personnel spending of $775,748.

Voter Registrar
This budget converts an existing part-time position to a full-time Assistant Voter Registrar effective
July 1, 2020. The cost of the position, including both salary and benefits, is $61,838. This total cost is
partially offset by a reduction in part-time personnel costs for the Voter Registrar.

Regional and Local Partners
Central Rappahannock Regional Library
The FY 2021 Recommended Budget includes support for the Central Rappahannock Regional Library of
$1,363,835, a decrease of 6.8% from FY 2020 funding of $1,463,835.

Rappahannock Regional Jail
City support for the Rappahannock Regional Jail will be lower in FY 2021 than in the current fiscal year.
The FY 2020 budget used $635,000 of the Jail Stabilization Reserve to help offset increases in costs for
the detention centers in the current year’s budget, in accordance with the policy governing this reserve.
This reduces the potential use of the Jail Stabilization Reserve to $435,000 in the current fiscal year.

Historical Funding – Rappahannock Regional Jail
City Funding

Change from
Prior FY
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FY 2015
FY 2016
FY 2017
FY 2018
FY 2019
FY 2020 Revised
FY 2021 Recommended
FY 2021 Adopted

3,741,869
3,917,709
3,861,804
4,327,955
3,086,764
4,021,017
3,780,000
3,595,162

4.7%
-1.4%
12.1%
-28.7%
30.3%
-6.0%
-10.6%

In FY 2020, the City recommended
decreasing the use of the Jail
Stabilization Reserve Fund by
$200,000. The Jail Stabilization
Reserve policy would require a
contribution to the Jail Reserve in FY
2021 based on the fact that the
contribution to those facilities for the
City are recommended to decrease in FY 2021. The FY 2021 contribution is $226,978 lower than the
required contribution for FY 2020, which would normally require that the City set aside $113,489 in FY
2021 to add to this reserve. The staff proposes that this use of sales tax revenue in FY 2020 offset the FY
2021 required contribution, which helps to balance the FY 2021 budget.

Other Regional Governmental Agencies
The City’s cost for the Rappahannock Juvenile Center is included in the adopted budget at $400,790, a
decrease of 3.0% from the FY 2020 funding level of $413,236. The City’s share of cost for the
Rappahannock Health District and the Rappahannock Area Community Services Board are
recommended for level funding from FY 2020 - $414,280 for the Health District and $286,306 for the
RACSB.

Multi-Purpose Stadium Fund
The FY 2021 adopted budget for the Multi-Purpose Stadium Fund is included in the budget at
$1,055,000 – which meets the City’s funding commitment for the stadium of $1,050,000 and includes a
small amount in case there are fees or other costs associated with City events. The staff recommends
the use of revenues derived from the stadium to meet this commitment.

Other Operating Funds
CARES Act COVID-19 Fund (Fund 230)
On advice of the City’s auditor, staff has created a new fund to receive and administer both cash transfer
and grant-related federal assistance from the Coronavirus Aid, Relief, and Economic Security Act (CARES
Act). In compliance with federal requirements that CARES Act funds Coronavirus Relief Fund money not
be used to replace lost revenue, the largest share of total CARES Act funds ($5,066,540) were
appropriated for specific allowable purposes related to the COVID-19 pandemic in Resolution 20-56 and
Resolution 20-73. These appropriations constitute a budget amendment for FY 2020 and FY 2021, with
amounts unspent in FY 2020 carried forward to FY 2021. All funds must be expended by December 31,
2020.

Social Services Fund
The FY 2021 adopted budget for the Social Services Fund for FY 2021 is $6,469,127, which includes
$1,059,364 of local funding. Local funding is provided by a combination of the use of Social Services
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Fund Balance of $138,388 and a transfer from the General Fund of $920,976. The FY 2020 revised
budget for the Social Services Fund was $6,500,234.

Children’s Services Act Fund
The FY 2021 adopted budget for the Children’s Services Act Fund is $2,923,436. This includes $1,418,106
of local funding. The local funding is a combination of the use of the Children’s Services Act Fund
Balance of $243,106 and $1,175,000 in a transfer from the General Fund.
The overall fund is a combination of state and local funding to meet the needs of identified at-risk
children in the community for a variety of services. The City’s population of children served has
increased in recent years, as has the cost of special education day placements for the children served by
CSA. The overall fund, including state revenue, is recommended for funding at $2,923,436 in FY 2021.

City Grants Fund
The FY 2021 adopted budget for the City Grants Fund is $1,480,419, which is a slight decline from the
original FY 2020 budget level of $1,546,735 (4.29%). The FY 2020 amended budget for the City Grants
Fund is $2,262,528. It is common throughout the year to amend the City Grants Fund as grants are
awarded to the City.
Major programs funded through the City Grants Fund include the Farmer’s Market, the Victim Witness
Program, the Community Development Block Grant Program, and the regional tourism program. The
first read budget is constructed on a reduction of the transfer to the regional tourism program (from
$171,000 to $70,000) from each partner and the use of the program’s fund balance to maintain the
program.

Stormwater Management Fund
The FY 2021 adopted budget for the Stormwater Management Fund is $863,505, which is slightly lower
than the FY 2020 Revised budget of $970,805. This fund was created in FY 2017 to assist with tracking
activities related to the management of stormwater in the City. The Stormwater Management Fund
includes personnel and activities related to the regulation of stormwater runoff from private
development in the City. The Stormwater Management Fund is funded largely by a two-cent per $100
value levy on the value of real estate here in the City.
In addition, the Stormwater Management Fund includes the City’s efforts to meet the mandates of the
Municipal Separate Storm Sewer (“MS4”) program permit. The City’s MS4 permit requires
improvements to help clean stormwater runoff before it returns to the Rappahannock River and
ultimately, the Chesapeake Bay. The City Council amended the FY 2020 budget mid-year to add a
position to Public Works, through this fund, to assist in these efforts. The first full year of funding for this
position is in the Stormwater Management Fund in FY 2021.

Water Operating Fund & Wastewater Operating Fund
The FY 2021 adopted budget for the Water Operating Fund is $6,531,735, and the FY 2021 adopted
budget for the Wastewater Operating Fund is $8,702,585, which is lower than the FY 2020 revised
funding level of $9,390,257.
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The original March 10 Recommended budget included a water fee increase of 9% and sewer fee
increase of 10% effective July 1; however, due to the economic conditions staff recommended
postponing the consideration of the fee increase to January 2021.
Both funds are impacted by the increase in debt service requirements related to the 2018 Bond
Issuance, which included projects related to both the water distribution system and the wastewater
collection system throughout the City.
The City’s Water Operating Fund is recommended for funding at $6,531,735, which is an increase of
12.9% over the revised FY 2020 budget of $5,786,218. The increase in appropriation level is due to
several factors, including a slightly higher transfer to the Water Capital Fund for capital projects, an
increase in depreciation expense, and an increase in the allowance for the purchase of treated water
from Spotsylvania County.
The recommendations for the Water Operating Fund include a recommendation for a 9% increase in the
rates, which was recommended by the City’s rate model developed during FY 2019.

Transit Operating Fund
The FY 2021 adopted budget for the Transit Operating Fund is $7,224,829, which is a slight increase over
the FY 2020 amended funding level of $6,687,093.
FRED Transit will receive $7,535,930 in Federal Transit Administration Section 5307 funds that can be
used to operate, maintain and manage the public transit system, which includes funds that allow an
agency to prevent, prepare for, and respond to COVID-19. Section 5307 funds can only be used on a
reimbursement basis. Staff and FRED Transit are working through methods to utilize these funds to
support FRED and benefit the region.

Parking Fund
The FY 2021 adopted budget for the Parking Fund is $711,543, which is approximately the same as the
FY 2020 original budget of $737,427. The revised budget for FY 2020 was $1,060,166, which reflected
carried-over capital maintenance projects in the Sophia Street Parking Garage.

Blight Abatement Fund
The FY 2021 adopted budget for the City’s Blight Abatement Fund is level with FY 2020 at $95,000.

Fredericksburg Opportunity Fund
The FY 2021 adopted budget for the Fredericksburg Opportunity Fund, which assists with various
economic development activities as the need arises throughout the year, is $75,000 in FY 2021. This is
the same as in FY 2020 and FY 2019.

Riparian Lands Stewardship Fund
The FY 2021 adopted budget for the Riparian Lands Stewardship Fund is $99,382, which is a 4.2%
increase over FY 2020 ($95,382). This fund accounts for the activities of the City’s River Steward, who
patrols the riparian lands owned by the City along the Rappahannock River.
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Celebrate Virginia South Community Development Authority Fund
The Celebrate Virginia South Community Development Authority utilizes the City as a fiscal agent for the
billing of the special assessments required for their debt service. The annual amount included in the FY
2021 budget is unchanged from FY 2020 at $1,746,150.

Conclusion and Next Steps
Mid-Year Budget Review
Staff will schedule a mid-year budget review in January 2021 at which point City Council will be asked to
appropriate the remaining 25% of the City budget’s annual approved amounts either as-planned or in a
revised form, depending on the City’s fiscal position and economic outlook.

FY 2021 Capital Improvements Plan
An explanation of the Capital Budget is provided through an additional, separate memorandum. The FY
2022-2026 portion of the plan is a draft and not adopted.

Conclusion
In conclusion, the adopted budget is the result of many hours of hard work on the part of our
departments, Constitutional Officers, local and regional partners, and many others. I would especially
like to thank our Budget Manager, our Finance Department, and both Assistant City Managers for their
tireless efforts in bringing the recommended budget and the capital improvements plan together.
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Adopted Budget Capital Improvements Plan
The current capital budget for FY 2021 is presented in this transmittal letter. The new capital
improvements plan spans Fiscal Years 2021‐2026, with future fiscal years considered planning years.

Deferred and Reduced Capital Projects
A number of capital projects presented in the FY 2020 Capital Improvements Plan and scheduled for
funding in FY 2021 were deferred as a result of the pandemic. The City Council reviewed a general plan
in work session on April 7, 2020 to reduce expenditures in a variety of areas throughout the budget in FY
2020. The plan set approximate targets in a variety of different areas for reduction and included the
reversal of a mid‐year increase in the capital budget for additional small area plans in the amount of
$300,000. Resolution 20‐30 reversed additional funding for additional small area plans in FY 2020, which
restored $300,000 to the General Fund, and reduced or deferred additional capital projects, which
restored $885,000 to the General Fund and reduced the authorized use of the fund balance in the
General Fund for capital projects. Resolution 20‐30 also authorized the use of $170,000 in surplus motor
fuels taxes in the capital funds.
Deferred or reduced projects rely on local funds, and not bond funds or grant funds and were identified
by staff as able to be deferred or reduced without impacting capital maintenance or community needs
to a detrimental extent. Reductions represent $720,000 within the Public Works Capital Fund and
$165,000 within the Public Facilities Capital Fund. Specific capital projects deferred or reduced in FY
2020 included:
1)
2)
3)
4)
5)
6)
7)

Small Area Plans ‐ $300,000 in supplemental funding in FY 2020
Idlewild Pathway Improvements ‐ $115,000
Traffic Calming‐ $125,000
Neighborhood enhancements ‐ $50,000
Asphalt Paving ‐ $600,000 reduction in this project, which includes savings in motor fuels taxes
Energy Retrofits ‐ $105,000
Visitor’s Center Repairs ‐ $60,000
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Public Works
Gateway Boulevard Extension
The Gateway Boulevard project consists of the construction of a road between State Route 3 north to
Cowan Boulevard roughly parallel to Interstate 95. The construction of Gateway Boulevard opens up
property for economic development and was prioritized as a key component of the City’s package to
attract a Veteran’s Affairs clinic to the City of Fredericksburg. Unfortunately, the clinic will not be built
within the City. The project is pending approval by VDOT for 80% state funding in the FY 2025 project
cycle. The City’s cost share will remain approximately $12 million. The budget was passed before final
decision on the clinic had been made, and the FY 2022 CIP will reflect updated expectations for this
project.

Pedestrian Bridges
The Capital Improvements Plan includes projects in the planning years (FY 2021 – FY 2026) for repairs
and renovations to four pedestrian bridges along the Rappahannock Canal path and the Quarry Bridge.

Rolling Stock Replacement
The Public Works Department replaces aged, high maintenance vehicles each year to maintain and
improve the City's fleet. The replacements include Class 7 dump trucks, leaf vacuum truck, a street
sweeper, and a wheel loader. The vehicles are used for major road maintenance, debris removal, and
during winter storm events. Additionally, the street sweeper is an important component of maintaining
the City's MS4 permit. The FY 2021 adopted budget appropriated funds for acquisition of a front‐end
loader and a street sweeper via either dealer financing or lease‐purchase agreement in the amounts of
$200,000 and $270,000, respectively.

Stormwater Management
Storm Drains & Culverts
The City’s storm drains and culverts require periodic maintenance and replacement in order to continue
to function. Culvert replacement funding is set aside each year so the Department of Public Works can
maintain and upgrade if necessary the culvert and ditch drainage system. This funding also gives Public
Works access to funding when culverts or drainpipes need emergency repair. Other projects have been
identified and are scheduled based on condition. The projects are reviewed annually and scheduled and
costs may be updated in future CIPs. The Comprehensive Plan discusses the need to possibly build new
or retrofit existing stormwater management facilities, and this funding will help support that goal.
The FY 2021 adopted budget appropriated $200,000 for culvert replacement at Learning Lane and
$150,000 in contingent funds for other culvert replacements as needed.

Pond “D”
Pond 'D' is an existing flood control facility that impounds an unnamed tributary to Hazel Run between
the Great Oaks subdivision at the end of Black Oak Court and the Police Station. The drainage area to
the existing impoundment is approximately 700 acres and drains a large impervious section of Central
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Park. The existing basin was designed to abate downstream flooding on homes and properties. Water
quality treatment was not a prominent design feature in this facility.
Pond 'D' was targeted as a potential stormwater management best management practice (BMP) as part
of the City's Chesapeake Bay Total Maximum Daily Load (TMDL) action planning to reduce Nitrogen (N),
Phosphorus (P), and Sediment (TSS) from the Bay as required by the City's Municipal Separate Storm
Sewer System (MS4) permit obligations. Under the permit structure, the City must meet 40% of its
overall pollutant removal reductions by June 30, 2023. The City performed an analysis of Pond 'D' to
assess viability of water quality enhancement/retrofit, pollutant removal potential, cost estimate,
limiting site factors, and potential for state Stormwater Local Assistance Fund (SLAF) 50/50 matching
grants based on competitive $/lb. removal rates. The City concluded that Pond 'D' could best be
retrofitted as a Level 1 or Level 2 Constructed Wetland. Based on their projections the Level 1 design
would achieve the overall 40% reductions to meet the current MS4 permit, however the Level 2 design
would achieve 100% of the City's TMDL requirements for N, P, and TSS.
Based on the preliminary figures for Level 1 or Level 2 Phosphorus removal, $14.3k/lb. and $19.5k/lb.
respectively, the City is well‐positioned below the SLAF threshold of $49k/lb.
The FY 2021 adopted budget appropriated $200,000 for design services in order to position the City for a
Stormwater Local Assistance Fund (SLAF) grant.

Pathway Improvements
The Fredericksburg trail system includes ten‐foot wide, multi‐use pathways in a network that extends
throughout much of the City. This project will establish two trail links from the Idlewild neighborhood to
the existing VCR trailhead. The steep slopes that characterize the Idlewild subdivision require careful
engineering/planning of appropriate routes. Additional trail work is also needed west of the Hazel Run
Bridge. New projects may be identified in future plans as resources allow. The FY 2021 adopted budget
appropriated $30,000 for pathway improvements.

Asphalt & Concrete Program
Each year the City uses local and Virginia Department of Transportation (VDOT) revenue sharing funds to
complete an asphalt reconstruction and repaving program. Major transportation roads in the City are
candidates for the annual revenue sharing application while less travelled neighborhood streets are
locally funded. The City now receives primary roadway paving funds from VDOT as well, which require
no local match. The City maximizes funding available each year to address the streets in the greatest
need of repair. The maintenance of the City’s street system is essential to the transportation network,
and supports the Comprehensive Plan’s goals in providing good transportation in the community.

Motts Run Expansion
Spotsylvania County serves both major areas of the County and the City through the Motts Run
Treatment Plant, and both the County and the City share the responsibility for capital upgrades at the
facility.
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The County is planning to expand the facility and renovate some of the equipment. The FY 2020 Capital
Budget included $491,300 for the City’s share of the cost of upgrades to Motts Run Treatment Plant.
Another $10.3 million is included for the remainder of the planning period for additional renovations at
the plant. The County would like to expand the facility, and the CIP includes an additional $2.5 million
for the City’s share of expansion costs, continuing with $503,100 in FY 2021.

Wastewater System Improvement
Wastewater Treatment Plant Project
The City currently treats wastewater under a long‐term agreement with Spotsylvania County. Most of
the City’s wastewater is treated at the City’s Wastewater Treatment Plant, while some portion is by‐
passed downstream to the FMC Wastewater Treatment Plant owned and operated by Spotsylvania
County.
The City’s Wastewater Plant is relatively older and would require significant upgrades within an
approximate ten‐year time frame to maintain its viability. The City previously anticipated negotiating a
long‐term agreement with Spotsylvania County for treatment capacity at the Massaponax Plant and
removing the City’s plant from service, which is reflected in the estimates presented in this CIP;
however, the City is now considering upgrading the City’s plant and have a smaller portion of the
wastewater going to an expanded Massaponax Plant instead. Those estimates are in early stage
development and will be presented in the FY 2022 CIP.
In any event, a project of this magnitude will require major increases in the City’s sewer rates over the
next few years. The City engaged a rate management consultant to examine potential increases in both
water and wastewater rates for the next several years, and initial findings of that study have been
received and are under consideration.

Public Facilities
Information Technology – Cybersecurity
The FY 2021 adopted budget appropriated $47,500 for cybersecurity projects.

Information Technology – NG911 Implementation
Next Generation 911 (NG911) is an effort to upgrade 911 communication lines from analog to digital.
This will provide new bandwidth capacity for better response to mobile callers and provide for the
receipt of 911 calls in the form of text, images, video and data. This effort also positions localities to
work more closely as regional dispatch centers. There is no option for not moving to the new platform
and the state has funding to assist the City in the migration. The estimated increase in annual operating
costs is $35,000 beginning FY2023 to support the new system.
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The FY 2021 adopted budget appropriated $1,186,250 in State funds for NG911 implementation.

Information Technology – Technology Replacements
The City replaces computer technology used by our operating Departments through the capital fund,
currently on a four‐year cycle. Ongoing funding for computer replacements for worn or outdated
computers is essential for City operations. Annual increases are included to accommodate the City's IT
needs. Scheduled for replacement are PCs, module data terminals, iPads, servers, switches, routers and
firewalls. A variety of other hardware and software replacements may be funded as resources allow.
The FY 2021 adopted budget appropriated $391,300 for technology replacements.

Parks – Alum Springs Park
The City has a variety of handicapped‐accessible features in many of its parks, and the City endeavors to
increase and enhance compliance with accessibility to ensure all residents can make use of these
community resources. Alum Spring Park and the VCR trail require an accessible pathway to get to the
bathroom building that exists within the park. The FY 2021 budget appropriated $100,000 for this
project.

Parks – Old Mill Park Parking Lot
The FY 2021 budget appropriated $85,000 for parking lot improvements at Old Mill Park.

Parks – Playground Equipment
The FY 2021 budget appropriated $43,500 for addition of an ADA accessible driveway and pathway into
the park and fence repairs at W.L. Harris Park.

Public Safety
Animal Shelter Renovation
State law requires all localities to maintain public animal shelters. Localities may, instead of operating
their own shelter, contract with other localities for use of the other locality's shelter. Spotsylvania
County currently owns and maintains an animal shelter on its property at 450 TV Drive. The County and
the City have had an agreement since April 1, 2010 for use of this animal shelter by both localities. In
regard to capital improvements, the agreement specifies that the City and County agree to work
together in good faith to identify the portion of the cost for such improvements reasonably chargeable
to the City. This agreement has a much lower fiscal impact than the City would incur if it maintained its
own animal shelter.
To meet its obligation for cost share in regards to renovation of the animal shelter, the FY 2021 adopted
budget appropriated $92,223 for the animal shelter.
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Police Body Cameras
The value of the camera technology to increase officer safety through the documentation of evidence
concerning observed criminal activity and assaults against police officers is incalculable. Nearly of equal
value to agency management is the modification of behavior that takes place when an officer and citizen
know that their actions are being recorded, and the mitigation of complaints. These advantages serve to
strengthen the overall accountability of the agency and increase the public’s trust in the professionalism
of the individual officers who serve the community.
The FY 2021 adopted budget appropriated $112,697 for police body cameras.

Conclusion
The FY 2021 CIP represents continued investment in both the maintenance and expansion of critical
community resources, scaled back due to the financial uncertainties caused by the pandemic.
Given major changes to expected activities in the water and sewer capital funds with significant impacts
to anticipated debt issuance and the delay in the Gateway Boulevard Expansion project, an updated
debt management plan will be presented in the FY 2022 CIP.
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