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Town Administrator’s Budget Message

To the Citizens and Businesses of Middleburg:

The current fiscal year, FY 2016-17 (FY17) has been a great year for the Town, including the completion of the Route 50 Traffic
Calming/Streetscape/ Waterline Project. The Town was able to complete this significant capital project with major funding assistance
from the State and Loudoun County, resulting in the Town paying only approximately 18% of the final cost. This helped contribute
to continued improvement in the Town'’s financial health over the year.

The assessed value of taxable real property in Middleburg increased modestly last year, rising by 3.51% as of January 1, 2017. Town
revenues have increased at a slower pace this year compared to last, but we continue to experience an upsurge in business license tax
and occupancy tax revenues. Expenditures have remained below budget, allowing the Town to build its reserves. This has helped
the Town to maintain a real property tax rate below that of its neighboring small towns. The current (FY17) rate of 16.5¢ per $100 of
assessed property value is significantly below that of Purcellville (22¢ + 3.5¢ special assessment), Lovettsville (21¢), Round Hill
(18.066¢) and Hamilton (28¢). The latter three communities also do not provide all of the services Middleburg provides, such as
independent police services and a visitor center.

We expect General Fund revenues to increase modestly in FY 2017-18 (FY18), with estimated growth of 6.8%. However, Town
revenue growth will be countered by rising expenses, including health and other insurance costs, building maintenance and capital
improvement costs. General Fund expenses are projected to increase by approximately 8.9% as the Town ramps up its economic
development program and customer support at the Police Department is expanded. Nevertheless, the budget projects a healthy
General Fund contingency, and, at the same time, expenses in the Utility Fund are projected to decrease by about 9.4% as planned
capital improvements continue at a slower pace than last year. Overall, the combined fund budgets decrease by 0.1% over FY17.

Summary of Proposed Budget

The adopted FY18 Budget recognizes the continuing significant revenue stream from Salamander Resort operations, while
maintaining the Town'’s careful stewardship of its financial resources. The budget also addresses the need to continue investment in
the Town's infrastructure, including its aging utility system and its sidewalk network.



Middleburg’s budget is composed of three major fund categories - the General Fund, the Water & Sewer/Utility Fund and the
Health Center Fund. From a government accounting standpoint, the three Funds and the operations they support are separate
entities, with the latter two funds operating as enterprise funds.

Town services provided under the General Fund are supported by business taxes, real property taxes, business personal property
taxes, land use application fees, parking fines, as well as State and Federal grants and apportionments. The services covered by the
General Fund include Town Administration, Buildings & Grounds Maintenance, Police, Planning and Zoning, and Economic
Development. The budget includes information sheets and annual goals for each service area.

As indicated earlier, the total assessed value of the Town’s taxable real property increased by 3.51% in 2016. As a result of this

assessment increase, the real estate tax rate would have to be reduced from its FY17 level of 16.5¢ per $100 of assessed value to 16.3¢

to produce the same amount of real estate tax revenue in FY18 as in FY17. This is referred to as the “equalized tax rate”. The FY18-
budget maintains the current tax rate of 16.5¢, which will result in a very modest effective tax increase to the average taxpayer.

However, this should be offset for most taxpayers by Loudoun County’s reduction of their real estate tax rate by 2¢ for FY18.

The budget projects a General Fund contingency reserve of approximately $144,000 for FY18. This is important for rebuilding the
Town'’s General Fund reserves after difficult financial times and to address the many unmet infrastructure needs. A desirable goal is
to maintain a year’s worth of expenditures in the unreserved fund balance. The Town has made progress on this goal in recent years.
As of the end of FY16, the last audited year, the ratio of the Town’s unreserved fund balance to annual expenditures stood at 1.4,
over a year’s worth of financial cushion.

The budget projects expenditure growth due to increased operational costs, including implementation of a new wayfinding sign
program, Asbury Church rehabilitation and completion of the West End Sewer Pump Station project. In addition, the budget
includes hiring a new Business & Economic Development Director to provide business assistance and recruitment services and
oversee new branding and marketing efforts to drive new business and tourism growth.

Health care costs continue to increase, this year by 4.8% percent, following a substantial 10.3% increase last year. The Town will also
provide a 3% cost of living increase in line with that provided by other local governments in the area to help employees with rising
health care and other costs and to keep the Town competitive with the labor market for government workers in the area.



No increase in business license, meals, occupancy, cigarette or other local tax rates are proposed for FY18. Middleburg has kept real
property taxes low due to its strong business community. The business community (via Local Taxes) generates the largest portion of
General Fund revenues. Intergovernmental revenues (from Loudoun County) will help to fund the cost of new sidewalk connections
along Marshall Street. Several smaller, recurring grants and apportionments will remain at past year levels, including the State 599
Police Department apportionment.

The Health Center Fund is a fiduciary fund. Revenues come from Health Center building rental income. This building was donated
to the Town many years ago with the provision that any net rental proceeds after building maintenance costs be contributed to
charitable organizations in the Middleburg area. With advice from the Health Center Advisory Board, the Town Council over the
years has made substantial contributions to many well deserving charities in the Middleburg area. Over the last decade the Fund had
to be tapped for major improvements to the building, including replacement of the old oil-fired boiler heating system and this year
for a mold remediation project. Such capital expenditures have reduced the Fund’s reserve, and rental income has suffered this year
due to the mold remediation in one space. There are currently several vacancies in the building, and the Town has hired a property
manager to assist in management and leasing. The fund has a reserve of about $315,000 as of the end of April 2017, which is a 12.9%
drop from the prior year. Rental income is conservatively projected this fiscal year in light of the vacancies, so the budget projects
insufficient net income to be able to make charitable contributions in FY18. As an alternative, the General Fund budget includes
funds earmarked for charitable contributions for next year, giving the Health Center Fund a year to recover.

The Utility Fund supports the provision of water and sewer services to the town. This enterprise fund is intended to support its
operations independently from General Fund revenues. Revenues to pay for utility services are derived from water and sewer user
fees, the sale of water and sewer connections, and revenue the Town receives from cellular phone companies that lease antenna
space on our water tanks. New connections to the system that would generate connection fees are not frequent, and revenue from the
cellular phone companies only generates approximately 10.3% of the necessary income to operate the water and sewer systems. The
bulk of the revenue to provide water and sewer service therefore must come from user fees.

Middleburg has only about 485 customers among which to spread the costs. This makes it difficult to maintain sufficient revenues to
fund water and wastewater operations AND provide capital for necessary improvements and repairs to our water and wastewater
systems. In addition, the Town must cover the costs of unfunded mandates resulting from Virginia Department of Environmental
Quality and Virginia Department of Health regulations. As water and wastewater treatment requirements from these regulatory
agencies become more stringent, the costs to provide water and sewer services increases.



Fortunately, the Town is making progress on the backlog of capital improvement projects that were put on hold for many years,
thanks to a successful $1.5 million bond issuance during FY15. The Town achieved a very low 2.7% interest rate on this 25-year fixed
rate bond, which spreads the cost of these improvements over a long period of time and preserves more cash for annual operating
expenses. Improvements completed last year included the major water new line in Route 50 and installing a waterline loop on the
east end of town. Projects planned for this year include replacing undersized and aging waterlines in the Ridgeview Subdivision and
upgrading the outdated West End Sewage Pump Station. The Utility Fund pays the annual debt service on these and past capital
improvements to the utility system, which for FY18 will total $305,289, almost $18,000 less than last year.

We are proud to report that the significant strides the Town has made in improving its water system over the past few years led to
the Town recently being awarded the Water System of the Year by the Virginia Rural Water Association. This is a testament to the
Town Council’s leadership in moving the system toward greater efficiency and sustainability.

The Town utilizes a utility rate model that computes utility rates that efficiently and fairly fund both water & sewer system needs.
The utility rate model has been updated for FY18, and a 5.3% increase in the minimum water & sewer bill is needed.

In closing, FY18 is projected to be another year of financial stability and progress for the Town, with the continuing positive fiscal
impacts of a recovering economy and the operations of Salamander Resort. Nevertheless, the Town will remain conservative in its
financial decisions. Several budget unknowns, including the Asbury Church renovations and utility system improvement projects
that have not yet gone to bid, may require FY18 budget amendments.

Balancing the provision of an acceptable level of municipal services with the economic hardships some of our residents face is a
challenge that the Town takes seriously. We are pleased that the Town is able to maintain the real estate tax rate this year at
16.5¢/$100 of assessed value. No other Town taxes or fees are increasing at this time with the exception of the necessary utility rate
increase. The staff and Town Council are optimistic the local economy will continue to grow modestly and are committed to
minimizing the burden on our taxpayers whenever possible. As always, the Mayor, Town Council and staff pledge to expend Town
funds conservatively and continue to seek new sources of revenue and operational savings wherever possible.

Martha Mason Semmes, Town Administrator
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TOWN OF MIDDLEBURG
FY 18 BUDGET SUMMARY

GENERAL FUND SUMMARY

REVENUES EXPENDITURES
FY 17 FY 18 FY 17 FY 18
ADOPTED ADOPTED ADOPTED ADOPTED
PROPERTY TAX $ 573,322 % 534,500 ADMINISTRATION $ 644,435 $ 750,630
LOCAL TAXES $ 2,204,500 $ 2,368,500 BUILDINGS & GROUNDS $ 132,780 $ 83,205
ZONING FEES $ 35,000 $ 22,000 POLICE $ 797,890 $ 852,724
FINES & FEES $ 61,200 $ 35,700 MAINTENANCE $ 611,738 $ 657,762
MISCELLANEOUS $ 14,400 $ 4,000 PLANNING AND ZONING $ 236,665 $ 232,385
INTERGOVERNMENTAL $ 69,095 $ 202,000 ECON. DEVELOPMENT $ 344,353 % 446,025
PINK BOX SURPLUS +MISC.REV $ 17,850 $ 11,850 PINK BOX $ 17,850 $ 11,850
$ 2975367 % 3,178,550 $ 2,785,711 % 3,034,581
CONTINGENCY $ 189,656 $ 143,969
TOTAL $ 2975367 % 3,178,550 TOTAL $ 2,975,367 % 3,178,550
HEALTH CENTER INDEPENDENT FUND |
REVENUES EXPENDITURES
FY 17 FY 18 FY 17 FY 18
ADOPTED ADOPTED ADOPTED ADOPTED

HEALTH CENTER $ 76,385 $ 76,196 HEALTH CENTER $ 76,385 % 76,196
CONTINGENCY $ - % -
TOTAL $ 76,385 % 76,196
06.08.17



TOWN OF MIDDLEBURG

FY 18 BUDGET SUMMARY
CONTINUED
UTILITY FUND SUMMARY
REVENUES EXPENDITURES
FY 17 FY 18 FY 17 FY 18
AMENDED ADOPTED AMENDED ADOPTED

Water User Fees $ 633,300 $ 593,218 Contract Services $ 365,000 $ 376,700
Sewer User Fees $ 611,280 $ 583,060 Administration & Insur. $ 66,289 $ 71,894
Water Tower Cellular Leases $ 141,798 $ 149,136 Operations-Water $ 205,500 $ 220,000
Miscellaneous $ 35,000 $ 10,000 Operations-Sewer $ 251,000 $ 252,200
Transfer from Reserves $ 348,198 $ - Debt Service $ 323,592 % 305,939
Availability /Connection Fees $ - $ 51,600 Capital Projects $ 978,198 $ 762,960
General Fund Loan $ - $ 350,000
2015 Bond Proceeds $ 450,000 $ 274,143 Contingency $ 29,997 $ 21,464
TOTAL UTILITY FUND REV. § 2,219,576 % 2,011,157 TOTAL UTILITY FUND EXP. $ 2,219,576 $ 2,011,157
TOTAL ALL FUNDS $ 5,271,328 $ 5,265,903 $ 5,271,328 $ 5,265,903

06.08.2017







