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MEMORANDUM
TO:

Honorable Mayor and Members of City Council

FROM:

Timothy J. Baroody, City Manager

RE:

Recommended Operating Budget for FY 2022

DATE:

March 9, 2021

Introduction
I am pleased to present the FY 2022 City Manager’s Recommended Operating Budget, which will begin
on July 1, 2021. The Recommended Budget for FY 2022 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 2022 Recommended Budget anticipates continued impacts of the COVID‐19 pandemic and
associated public health mitigation measures, although several key revenue sources have proved more
resilient than anticipated to the ongoing recession. The FY 2022 revenue forecast reflects the
expectation of a partial economic recovery from the most severe impacts of the COVID‐19 pandemic,
accelerating through the second half of FY 2022. It also includes two recommended General Fund
revenue increases: an increase of 3 cents to the real estate tax rate, from $0.80 to $0.83 per $100 in
valuation, and a new recycling fee of $3 per billing cycle. These two changes are estimated to raise
$1,350,000 and $125,000 in FY 2022, respectively.
The Recommended General Fund budget of $102,418,455 is an increase of $7,624,480, or 8.04% from
the FY 2021 revised General Fund appropriation of $94,793,975. 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.
Also in FY 2021, the CARES Act directed $5.06 million in Coronavirus Relief Fund support to the City,
appropriated in Res. 20‐56 and Res. 20‐73, to offset the cost of expenses directly related to the City’s
pandemic response. The City was prohibited from using this assistance to replace lost revenue, and the
use of the funds were restricted by the federal government. The City was able to use many of these
funds to offset direct pandemic impacts for the City and the broader community. In addition, payroll
expenses for personnel “substantially dedicated” to pandemic response activities were allowable, which
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greatly assisted the City’s response to the pandemic. Staff will not be able to estimate the exact impact
of this federal assistance until after the end of the current FY 2021 fiscal year, but it is expected that the
City’s financial position as of June 30, 2021, will have been bolstered by the use of these funds.

Budget Highlights – General Fund
 Overall revenue forecasts, removing the use of fund balance, is to grow to $99,087,608, or 4.5%
over the revised budget revenues for FY 2021;
 A recommended 3% cost‐of‐living increase in City salaries, effective July 1, 2021;
 An increase of $850,000, or 3.1%, in the transfer to the Fredericksburg City Public Schools;
 An increase of 3 cents per $100 in valuation in the real estate tax rate, generating an estimated
$1,350,000 to support City services and infrastructure;
 A General Fund transfer to the Capital funds of $2,699,419;
 Full‐year funding for increases to public safety compensation which occurred during FY 2021, at
approximately $1.06 million;
 New funding of $285,870 for a Career Development Program within the Fredericksburg Fire
Department to increase its regional competitiveness;
 Implementation of a 10% increase in water & sewer rates, which was delayed due to the
pandemic;
 A net increase of five new General Fund positions and three restored General Fund positions for
FY 2022;
 $7,979,091 in City support for the Central Rappahannock Regional Library, the Rappahannock
Regional Jail, the Rappahannock Juvenile Center Commission, and other partner agencies.

Revenues
Continued uncertainty around economic conditions continues to pose challenges to revenue
forecasting, and city staff continue to monitor revenue performance closely. The overall revenue
forecast reflected in the Recommended Budget, minus the use of fund balance, is $4,293,633 greater
than the FY 2021 Revised Budget’s forecast of $94,793,975.
The pandemic continues to exert major impacts on local excise taxes such as meals tax, lodging tax, and
admissions taxes. Fortunately, local sales tax collections have proved more resilient to the current
recession than initially expected, and other revenues for the City, such as real estate taxes and personal
property taxes, are also coming in stronger than anticipated given the overall economic climate.
Overall revenue collections for the City are unusually difficult to forecast given the pandemic and its
economic disruptions and impacts, but staff anticipate partial revenue recovery in FY 2022 based on
collection activity to date. Several major revenue sources are presented in the table below:
Revenue Forecasts – Key Local Revenues

Real Property Tax
Sales Tax
Meals Tax
Personal Property Tax

FY 2020 Actual

FY 2021 Revised

$33,500,383
$11,986,572
$10,415,720
$8,391,384

$32,900,000
$11,200,000
$9,000,000
$9,035,000
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FY 2022
Recommended
$35,870,000
$13,150,000
$10,200,000
$9,600,000

Change, FY
2021 ‐ 2022 (%)
9.0%
17.4%
13.3%
6.3%
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Business License Tax
Consumer Utility
Telecom Sales

$6,849,277
$1,810,370
$1,468,913

$5,832,500
$1,850,000
$1,400,000

$6,215,000
$1,725,000
$1,400,000

6.6%
‐6.8%
0.0%

Real Estate
The Recommended Budget raises the real estate tax rate by three cents, from $0.80 to $0.83 per $100 in
valuation. Despite the recession, the local market for real estate remains tight and property values in
the City continue to post strong and consistent gains. This change is estimated to generate $1,350,000 in
new revenue in the General Fund.
Two cents of the proposed $0.83 per $100 are dedicated towards stormwater infrastructure repairs and
maintenance and regulatory compliance.

Sales Tax
The City forecasts higher sales tax collections in FY 2022 based on revenue collections over the course of
the pandemic to date. While patterns of consumer expenditure have shifted in response to the crisis, a
large share of this economic activity appears to still be captured in the tax base, with the
Commonwealth attributing broader collections from taxation of online commerce offsetting declines in
other sectors.

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
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. The total budgeted cost of the program in FY 2022, including the recycling
tipping fees and the costs of collection, is $200,474.
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 be
implemented July 1, 2021 and is projected to increase the City’s General Fund revenue by $125,000.

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 2022 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 $123 million
in additional debt in the next five years, the majority of which is attributable to the wastewater
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treatment plant consolidation project. It is important to remember that this level of capital investment
will significantly increase the debt service payments required in these funds.
The budget recommends implementation of the 10% rate increase, which was delayed last year due to
the pandemic, starting July 1, 2021. The increase was initially proposed as part of the rate model
commissioned by the City. Rate increases will be necessary over the next several years to fund required
upgrades to the City’s critical water and wastewater infrastructure.

FY 2022 Recommended 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 – 20201
Year
2010 (Census)
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

Stafford
128,961
131,067
132,719
135,141
138,230
140,176
141,915
145,699
149,110
151,689
153,392

City
24,286
25,484
26,024
27,945
28,213
26,969
27,025
27,645
28,387
28,532
28,880

Spotsylvania
122,397
123,997
124,526
125,555
126,337
128,998
129,668
131,549
133,441
135,715
137,739

Budget Table – General Fund
FY 2020 through Recommended FY 2022
FY 2020 Original Adopted
FY 2021 Recommended
FY 2021 Adopted
FY 2022 Recommended

$100,174,000
$103,478,725
$94,324,942
$102,418,455

The FY 2021 Recommended Budget reflected the community growth and service demands that were
apparent in the winter of 2019 – 2020. The global pandemic forced a major re‐structuring and overall
spending levels were reduced significantly when the Council adopted the FY 2021 budget.
The FY 2022 Recommended Budget represents a partial “recovery” budget. Services that were
suspended or reduced in FY 2021 as a result of the pandemic, such as the closure of Dixon Pool, or the
suspension of efforts at small area planning, are recommended to be reversed. Not all service levels are
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restored to FY 2020 levels – for example, Parks & Recreation programs continue to be funded at a
reduced level.
The recommendations also include changes that have been made over the past eighteen months – most
notably additional funding for public safety compensation and information technology. The City
continues to aggressively meet the challenge of staying competitive in the regional marketplace for
public safety employees. The Information Technology Department in particular was greatly affected by
the remote work environment that developed as a result of the pandemic.
The City’s departments, officers, and partner agencies strive to meet growing and ongoing service and
maintenance needs. Although the City Manager’s Office always reduces the departments’ requested
amount prior to forming a final recommended budget for Council consideration, the total requested
General Fund budget for FY 2022 included 36 full‐time positions and totaled over $130 million, which
suggests the magnitude of growth in demand for City services and infrastructure.

Budget Highlights – City Schools
The Recommended Budget includes an operating transfer to City Schools of $30,049,266. The transfer to
City Schools is the largest item in the City’s General Fund.
In addition, through a separate action outside the budget process, the City Manager will recommend
that $1 million of the City’s Unassigned Fund Balance be added to the capital assignment for City
Schools. The FCPS will also consider the use of $1 million of the School Operating Fund Balance in a
similar fashion. This additional $2 million will be available, along with the $1 million already assigned by
the City for this purpose, for a total of $3 million that would be available to begin work on capacity
issues or other school capital needs.
The School Board initially proposed a City contribution of $30,427,419, an increase of $1.2 million over
FY 2021. Major initiatives proposed in the school budget include 4% pay increases, 13 new instructional
positions and two position upgrades, and an expanded Mentor Teacher Program. The district anticipates
potential additional federal COVID‐19 funding, but the amount is not known at this time. The total initial
proposed School Operating budget before adjustments to requested City transfers for FY 2022 was
$50,747,335.
In FY 2021, capital projects unrelated to safety concerns or ongoing maintenance were deferred to a
future year and the School Capital Fund was adopted without additional City financial support at
$700,000. In FY 2022, FCPS initially requested $817,000 in City support for its capital projects. The
Recommended Budget includes $417,000 for school capital.

City Support
State Revenue
Local School Revenue
Use of School Fund Balance
Total

FY 2019 Actual

FY 2020 Actual

$28,885,892
$15,175,969
$371,362
‐
$44,443,823

$29,660,210
$16,344,398
$268,359
‐
$46,272,967

5

FY 2021
Adopted
$29,199,266
$17,026,804
$244,000
$1,500,000
$47,995,070

FY 2022
Recommended
$30,049,266
$19,300,916*
$269,000
$750,000**
$50,369,182**
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* FCPS is monitoring outcomes from the state budget process to determine the final amount of state
support the district will receive in FY 2022.
** Given adjustments to the City transfer as well as potential changes in anticipated state support, FCPS
may revise its funding plan with respect to own‐source resources like fund balance. The amount shown
was presented to the School Board in January 2021.
FY 2022 will be the last year City Schools transfers $300,000 back to the City General Fund to assist with
debt service for the Walker‐Grant Center project.

Budget Highlights – Public Safety Compensation
The north‐central Virginia region continues to experience growing wage competition for public safety
personnel – Police, Fire, E‐911, Emergency Medical, and Sheriff. In 2019, the City commissioned a
human resources consultant to analyze the regional public safety labor market and make
recommendations concerning increasing compensation to stay competitive.
In August 2020, the City implemented the results of the study, utilizing resources set aside in the budget
for the Public Safety pay plan and turnover savings. This action included the following increases:
a. Increased pay by 10% for Police & Sheriff Lieutenants & Captains, Fire Battalion Chiefs and
Captains
b. Increased pay by 5% for Police & Sheriff Sergeants & Detectives, Fire Lieutenants
c. Increased pay by 5% for all public safety employees serving 10 years or longer
The annualized costs of the increases related to the compensation study was $633,091.
In FY 2020, the City Council amended the budget mid‐year to provide for a 5% salary increase and
adopted an increase in multiplier for the Virginia Retirement System. In FY 2021, numerous actions were
taken to increase public safety compensation, including the implementation of the study
recommendations noted above, a mid‐year increase of $3500 for Police and Sheriff public safety
employees, and an additional 1% mid‐year increase that included public safety personnel as well as all
other City employees.
Additionally, public safety employees were held harmless from the 2‐3% pay reduction instituted for
part of FY 2020 and FY 2021 in response to the pandemic. The chart below provides a concise overview
of significant City actions taken to improve public safety compensation.
Public Safety Pay Increases FY 2020 Actual – FY 2022 Proposed
Compensation
Policy Change

FY 2020
5% mid‐year pay
increase (Res. 19‐117)

FY 2021
Implementation of
compensation study
recommendations noted
above
Increase of $3500 for Police
& Sheriff (Res. 20‐93)
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FY 2022
3% proposed across‐the‐
board pay increase
Career Development
Program for Fire and
EMS personnel
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FY 2020

Fiscal Impact

5% increase:
$305,8171 in FY 2020;
$611,634 in future
years, recurring

FY 2021
Additional 1% increase along
with all other City staff
effective October 2020 (Res.
20‐76)
Compensation Study ‐
$633,091
Mid‐year $3500 increase for
Police & Sheriff ‐ $434,638 in
future years, recurring (Res.
20‐931,2)
1% increase: approximately
$125,000, recurring

FY 2022

3% pay increase:
$389,327, recurring
Career Development
Program: $285,870 in FY
2022, with some
recurring expense

The adopted FY 2021 budget (Res. 20‐44) also increased the public safety personnel’s VRS multiplier from 1.7% to 1.85%
20‐93 included a new hiring incentive of $5,200 for newly hired certified LEOs for the first year of service. These
personnel would not have to go through the Academy, which results in cost savings for the City.
3 Res. 20‐93 also included a 4% increase for LEOs who achieve & maintain Field Training Officer and Communications Training
Officer status in recognition of expanded duties & responsibilities.
1

2 Res.

Planned Use of Fund Balance FY 2021 and FY 2022
The City judiciously uses fund balance to offset the costs of ongoing capital improvements and other
one‐time types of expenditures. In FY 2021, the City used $1,994,932 in unassigned fund balance, out of
$2 million in City Council authorization for pandemic response, to balance the budget. The City’s fund
balance at the close of FY 2020 was $17.6 million.2 The City’s actual use of fund balance in FY 2020
totaled $1,656,376.
The Recommended Budget’s total use of General Fund balance is $3,330,847. Of that amount,
$2,699,419 is committed for capital projects, and the remainder is from the assignment for Jail
Stabilization.
Use of Fund Balance in FY 2021 Adopted and FY 2022 Recommended Budget
Category
Restricted
Assigned – Pandemic Response
Committed: Capital
Committed: School Capital
Assigned – Jail Stabilization
Unassigned
Use of General Fund Balance

2

FY 2020
Original
‐
‐
2,723,000
‐
635,000
470,000
$3,828,000

FY 2021
Adopted
‐
1,994,932
1,633,554
‐
‐
‐
$3,628,486

FY 2020 City of Fredericksburg Certified Annual Financial Report.
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FY 2022
Recommended
‐
2,699,419
‐
631,428
‐
$3,330,847
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General Fund Contingency
The General Fund Contingency is usually included in the budget at a level of $500,000, although in FY
2021 the adopted amount was $793,447, in light of the pandemic and the possibility of difficult financial
conditions. (The Recommended FY 2021 budget included $500,000, but this amount increased in FY
2021 to account for the uncertainty surrounding the pandemic. This change was made during budget
review by City Council). The Recommended Budget for FY 2022 returns the General Fund Contingency to
$500,000.

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. This amount was increased in FY 2021 to $750,000. This was increased
based on a projection of increased vacancies in the City and an allowance for savings from a one‐time
premium holiday for health insurance.
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. The Recommended Budget includes an amount of $400,000 in attrition savings
for FY 2022, which is more in line with historical vacancy rates than in FY 2021.

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 2021 & FY 2022 is 14.1%. All eligible employees also pay a “member
contribution,” which is set at 5% of their salary.

New Positions
As part of the budget process, various City Departments and agencies requested 36 new positions (27
full‐time, six converted part‐ to full‐time, and three 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. Upon review by the City Manager’s office, the Recommended Budget suggests that a net total of
five new full‐time positions be created in the General Fund, 4 in the Transit Fund, and one in the
Wastewater Operating Fund. Three additional positions in the General Fund are recommended to be
restored from prior reduction‐in‐force activity.
Summary detail on new positions created in the FY 2022 budget is provided in the Personnel section and
presented within program narratives.
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Regional and Local Partners
Central Rappahannock Regional Library
The budget includes approximately level City funding for the Library. The FY 2022 Recommended Budget
includes support for the Central Rappahannock Regional Library of $1,364,006. FY 2021 library funding
was $1,363,835.

Rappahannock Regional Jail
City support for the Rappahannock Regional Jail will be higher in FY 2022 than in the current fiscal year.
Rappahannock Regional Jail costs are broken down between operating costs and debt service costs. The
operating costs for the Rappahannock Regional Jail will increase as the Authority faces increasing costs
for personnel and operating capital. The City’s share of operating costs for FY 2022 at the Jail is
$3,313,852, which is an increase of $549,565 from FY 2021. The debt service costs will increase by
$812,958 for the City’s share of debt service at the Rappahannock Regional Jail for FY 2022, to a total of
$1,576,976. This is a cyclical increase based on a “true‐up” calculation that shows the City paying too
small of a share of the debt service in the current year – FY 2021. The Rappahannock Regional Jail is also
in the process of refinancing their debt to take advantage of the recent decline in interest rates. The FY
2022 budget for the jail includes an allowance for savings of $125,000 in their overall budget.

Historical Funding – Rappahannock Regional Jail
City Funding

FY 2017
FY 2018
FY 2019
FY 2020
FY 2021 Adopted
FY 2022 Recommended

3,861,804
4,327,955
3,086,764
4,062,545
3,595,162
4,890,828

Change from
Prior FY
‐1.4%
12.1%
‐28.7%
31.6%
‐11.5%
36.0%

The City created a Jail Stabilization reserve of the City’s General Fund balance, and by policy half of the
combined increase for the Regional Jail and the Juvenile Center may be funded utilizing the Jail
Stabilization Reserve. An amount of $631,428 is included as a source for the General Fund budget in FY
2022, which helps to offset the increase in expenditures.

Other Regional Governmental Agencies
The City’s cost for the Rappahannock Juvenile Center is recommended as requested at $367,981, a
decrease of 8.2% from the FY 2021 funding level of $400,790.
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 2021 ‐ $414,280 for the Health District and
$286,306 for the RACSB.
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Multi‐Purpose Stadium Fund
The FY 2022 recommended budget for the Multi‐Purpose Stadium Fund is $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. 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 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 constituted budget amendments to both FY 2020 and FY 2021,
with amounts unspent in FY 2020 carried forward to FY 2021.
Initial federal guidance required that all funds be expended by December 30, 2020, but subsequent
federal legislation extended that deadline to December 31, 2021. The City had expended approximately
87% of all funds by the close of calendar year 2020 ($4.41 million). With respect to its impact on the
City’s financial position, staff anticipates that the funds will effectively offset some degree of pandemic‐
related revenue losses in FY 2021 with the remainder contributing to the City’s fund balance, though it is
uncertain how much at the time of this publication.

Social Services Fund
The FY 2022 recommended budget for the Social Services Fund is $6,839,820. Local funding is provided
by a combination of the use of Social Services Fund Balance of $380,696 and a transfer from the General
Fund of $880,000. The FY 2021 revised budget for the Social Services Fund was $6,469,127.

Children’s Services Act Fund
The CSA 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 FY 2022 recommended budget for the Children’s Services Act Fund is $3,896,885. Local funding for
this purpose is a combination of the use of the Children’s Services Act Fund Balance of $417,078 and $1
million in a transfer from the General Fund.

City Grants Fund
The FY 2022 recommended budget for the City Grants Fund is $1,296,643, which is a 41.5% decrease
from the FY 2021 revised budget level of $2,214,830. It is common throughout the year to amend the
City Grants Fund as grants are awarded to the City.
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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.

Stormwater Management Fund
The FY 2022 Recommended Budget for the Stormwater Management Fund is $895,000, which is 1.52%
higher than the FY 2021 revised budget of $881,590. 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.

Water Operating Fund & Wastewater Operating Fund
The FY 2022 Recommended Budget for the Wastewater Operating Fund is $8,612,075, a 19.9% decrease
from the FY 2021 revised funding level of $10,747,029.
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 Water Operating Fund budget includes a 10% rate increase, which was recommended but delayed
last year due to the pandemic. The rate increase will take effect July 1, 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.

Transit Operating Fund
The FY 2022 Recommended Budget for the Transit Operating Fund is $9,297,662, a 21.2% increase over
the FY 2021 revised budget of $7,673,780.
FRED Transit received $7,535,930 in Federal Transit Administration Section 5307 funds in FY 2021 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 implementing methods to utilize these funds to support
FRED and benefit the region. The funds carry over from year to year until they are exhausted.
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Parking Fund
The FY 2022 Recommended Budget for the Parking Fund is $666,000, which is slightly lower than the FY
2021 revised budget for the Parking Fund of $711,543. The parking fee revenue has declined
significantly during the course of the pandemic, and fee revenue for FY 2022 is forecasted to be
approximately half of what the City forecast in FY 2021. The City has reduced part‐time personnel
expenses and increased the anticipated use of motor fuels tax in response.

Blight Abatement Fund
The FY 2022 Recommended Budget for the City’s Blight Abatement Fund is level with FY 2021 at
$95,000.

Fredericksburg Opportunity Fund
The FY 2022 Recommended Budget for the Fredericksburg Opportunity Fund, which assists with various
economic development activities as the need arises throughout the year, is $250,000. This is a significant
increase from FY 2020 and FY 2021’s original level of $75,000, and reflects the return of an economic
development contribution to the City by the Economic Development Authority from the proposal to
develop Gateway Boulevard from a public‐private partnership.

Riparian Lands Stewardship Fund
The FY 2022 Recommended Budget for the Riparian Lands Stewardship Fund is $110,471, which is a
11.2% increase over FY 2021 ($99,382). 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.

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
2022 budget is unchanged from FY 2021 at $1,746,150.

FY 2022 Capital Improvements Plan
A presentation of the Capital Budget is provided in an additional, separate memorandum.

Budget Next Steps
The City Council will be reviewing these recommendations for the next several weeks, and the staff is
happy to facilitate changes to the budget prior to adoption.
The public hearing on the budget is scheduled for Tuesday, April 20, 2021, at 7:00 p.m. Related public
hearings for tax rate increases or service fee increases will also be held at that time. The City Council will
need to adopt the budget for the schools by May 15, 2021, and the remainder of the budget by June 30,
2021. Staff recommends working towards adopting the entire budget by May 15, if possible.
This year is somewhat unusual in that there are major changes that could occur from federal and state
sources. The General Assembly completed the adoption of its budget during the last week of February,
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and it is submitted to the Governor for approval. The Governor will need to act by the end of March, and
the veto session is scheduled for April 7. The state budget currently includes additional state funding for
compensation for state‐supported positions that will need to be evaluated for potential impact on the
City’s budget in the coming weeks.
There is also the potential for major federal legislation that will provide additional support for state and
local governments. As of this writing, the House of Representatives has adopted the American Rescue
Plan, and it is currently under consideration in the Senate.
As the legislation currently stands, the City may receive approximately $5 million to further the
economic recovery and provide additional relief related to the pandemic. It is unclear at this time what,
if any, will be the final amount of relief provided to the City, and if relief is provided, what the guidance
will be on how the funds may or may not be used. This may become clear during City Council budget
review.
As a preliminary plan, if the City were to receive $5 million in federal relief, preliminarily the City staff
would seek and recommend projects that are already planned and included in the budget, which would
otherwise be supported through planned debt – such as fire station renovations or possible school
capacity work.
The staff would also recommend utilizing the funds to assist in homelessness prevention or services, and
an additional amount for pandemic mitigation work similar to the work undertaken for the coronavirus
relief fund.
Preliminary Plan (subject to review)
Capital Project Work
Homelessness Prevention and Services
Additional Pandemic Relief Work

Based on Projected $5 million
$2 million
$2 million
$1 million

Conclusion
In conclusion, the Recommended 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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