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APRIL 2015

TAX RATE AND USER FEE CHANGES AND IMPACTS

Overview

The FY 2016 Recommended Operating Budget includes no changes to current General
Fund tax rates and fees. For the first time since 2009 and the advent of the recession, the
City will be seeing an increase in the overall real estate assessment. On average, the
increase will be 1.33%. The Commercial and Industrial sectors showed the most
improvement; this includes an increase for apartment values as well. The incorporation
of practical and sustainable expenditure reductions in the Recommended Budget along
with revenue growth anticipated from increasing real estate property assessed values
allows for maintenance of the real estate tax rate at $1.22 for the upcoming fiscal year.

Rate increases are recommended in the User-Fee Funds to address expenditure
increases driven primarily by Federal and State environmental mandates, inflation, the
proposed merit-based salary adjustment, and increasing costs associated with
healthcare and pension benefits. In the Stormwater and Wastewater Funds, effective
response to environmental regulations will require expanded monitoring, investigation
and data collection efforts, performance of correction actions, and development and
execution of strategies to maintain, improve, and repair our infrastructure systems.
Every effort will continue to be made to reduce costs, increase operational efficiencies,
and apply fund reserves, where possible or necessary.

Public Utilities (Waterworks) continues to reduce operating expenses where possible,
but must fund increases in personnel costs and increases for infrastructure and system
improvements.

Public Utilities (Waterworks)

Issues

The Recommended Budget for Waterworks builds on the efforts in recent budgets to
shift revenue dependency from consumption-based charges to fixed fees and adjust
other service fees to cover the cost of providing services. After several years of
decreased water demand, consistent with the experience of water utilities nationwide,
local water consumption appears to be stabilizing. In FY 2012, this trend prompted City
Council to begin to shift to a water rate structure to collect an increased percentage of
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total revenue from fixed service charges, with lessening reliance on water consumption
driven revenue.

This approach is consistent with the cost structure of the utility, which is predominantly
fixed and nearly independent of volume of water sold. With the demand estimate
revised for FY 2016 to reflect the best available consumption data, revenue from water
sales is estimated to remain nearly level with the amount budgeted for FY 2015. As a
result of the level revenue projection, a 2.8% increase to Water Rates has been proposed
for FY 2016. This change to water consumption rates marks the first adjustment to
volumetric rates since FY 2013 and will fund pension increases, the proposed average
3% merit-based salary adjustment, higher health care costs, and addresses aging
infrastructure needs.

Funding Strategy

The Recommended FY 2016 budget for Waterworks is $86.95 million, which is $3.0
million, or 3.6%, more than the FY 2015 budget. For FY 2016, the Waterworks
organization will include 352 full-time employees, which is 1 fewer position than
approved for FY 2015 (attributed to the transfer of the Public Education Information
Specialist position to the Communications Department). Waterworks reduced its
attrition credit in order to more easily fill some critical positions. The Recommended
FY 2016 budget includes funding for the aforementioned employee costs, as well as
increases for credit card fees, property taxes, and information technology improvements
and automation. Waterworks establish $200,000 in the budget for a new program to
assist lower-income customers with payments.

As part of the FY 2015 budget and in response to the Waterworks analysis revealing
that several customer request specific fees were insufficient to cover the cost to provide
the requested services, City Council established fees for services that have been
historically provided at no charge (After Hours Field Service Fee, Water Exam Fee, and
Bill Request Administration Fee). In addition, City Council adopted increases for
Monthly Service Fees and Other Service Fees. FY 2016 will be the second year of the
three year phased implementation of the new charges established in FY 2015, along
with increases to Other Service Fees to fund the full cost recovery resulting from service
requests, and a 2.8% increase to volumetric rates. No change to Monthly Service Fees is
proposed for FY 2016. Current FY 2015 and Recommended FY 2016 rates are identified
in the tables below:
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(Water Consumption Rates per one hundred cubic feet (HCF))

Recommended
FY 2015 FY 2016
Single-Family Residential Bimonthly
Lifeline (0 to 4 HCF) $3.08/HCF $3.17/HCF
Normal Use (Greater than 4 to 50 HCF) $3.55/HCF $3.65/HCF
Conservation Tier (Greater than 50 HCF) $7.10/HCF $7.30/HCF
Industrial Monthly
Tier 1 (0 to 40,000 HCF) $3.55/HCF $3.65/HCF
Tier 2 (Greater than 40,000 HCF) $3.08/HCF $3.17/HCF
General (All Other Consumption) $3.55/HCF $3.65/HCF
FY 2015 Recommended FY 2016
Monthly Bi-Monthly Monthly Bi-Monthly
Charge Charge Charge Charge
Meter Size (inches)
5/8 $16.00 $24.00 $16.00 $24.00
Ya $19.20 $30.40 $19.20 $30.40
1 $25.60 $43.20 $25.60 $43.20
1% $41.60 $75.20 $41.60 $75.20
2 $62.40 $115.20 $62.40 $115.20
3 $133.00 $256.00 $133.00 $256.00
4 $192.00 $376.00 $192.00 $376.00
6 $354.00 $699.00 $354.00 $699.00
8 $547.00 $1,086.00 $547.00 $1,086.00
10 $768.00 $1,529.00 $768.00 $1,529.00
FY 2015 Recommended
Adopted FY 2016
OTHER SERVICE FEES?
After Hours Field Service Fee $70 $85
Water Exam Fee $25 $35
Bill Request Administrative Fee $5 $10
Advance Fee $25 $35
Field Service Fee $30 $40
Fire Hydrant Meter Advance Fee $325/795 $370/825
Fire Hydrant Meter No-Read Fee $25 $25
Late Payment Fee 2% or $4 2% or $5
Meter Out - Customer Request $35 $40
! These increases for FY 2016 were approved as part of the FY 2015 Adopted Operating Budget.
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FY 2015 Recommended

Adopted FY 2016

Meter Out - Non-Payment $45 $55
Meter Testing Fee $45/65 $65/80
New Account Fee $30 $40
Re-Read - Customer Request $15 $20
New Service Connection Fees - 5/8" Meter $300/860 $325/1,030
New Service Connection Fees - 3/4" Meter $330/890 $360/1,065
New Service Connection Fees - 1" Meter $400/985 $440/1,170
New Service Connection Fees - 1.5" Meter $730/1,965 $950/2,230
New Service Connection Fees - 2" Meter $900/2,200 $1,100/2,500

Due to the recent decline in water demand and recent budgetary constraints,
Waterworks has been forced to use reserve funds to balance the budget in the past.
Recent and proposed adjustments to the rate structure and fee increases allow for no
budgeted use of fund balance for FY 2016. The continued practice of regular, modest
incremental increases and preservation or enhancement of cash reserves are identified
by both the five year financial forecast and by the bond rating agencies as key to long-
term sustainability of an effective municipal water utility.

Impact

Based on the changes detailed above and with average residential customer
consumption remaining at 5.5 HCF per month, the typical household will experience an
increase to the cost of water of $0.53 per month, or $6.36 per year. The Monthly Service
Fee portion of the customer’s bill will not change for FY 2016. Despite the FY 2016 rate
increases proposed, daily cost of water service will remain near $1 per day for the
average single family residence.

Waterworks remains committed to meeting all regulatory requirements and the
provision of an adequate supply of high quality drinking water. The operating budget
proposed for Waterworks allows the organization to continue its responsible
stewardship of environmental resources and to continue to deliver exceptional
customer service.

Solid Waste Fund

Issues

The Solid Waste organization, provides residential and bulk waste collection services,
operates the Recycling Resource Recovery Center, and administers the recycling and
Hazardous Waste programs, and plays an integral role in the City’s strategic focus on
community maintenance.
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Funding Strategy

The budget recommended for the Solid Waste Fund for FY 2016 reflects an increase of
$152,000, or 1.0%. For FY 2016, the addition of two (2) Master Equipment Operator
positions is recommended to expand the City’s Community Maintenance effort and
provide fill-in capacity for refuse and bulk collection operations. Expenditure increases
are also driven by funding required for continued fulfillment of the City’s pension
commitments, the proposed average 3% merit-based salary adjustment, and rising
health care costs.

The proposed increase of 15 cents per week will increase the fee for a standard (90-
gallon) container from $6.75 to $6.90 per week, resulting in an annual increase of $7.80.

Impact

The current level of service provided by the Solid Waste fund will continue in FY 2016.
The typical household with one standard (90-gallon) container will experience an
annual increase of $7.80.

Wastewater Fund

Issues

In past years, the Sewer User Fee has been based on operational costs, including capital
project debt service and regulatory impacts. More recently, it has become necessary to
recommend rate adjustments that account for the impact of regulatory guidelines set
forth in the City’s Special Order by Consent (SOC) with the Department of
Environmental Quality (DEQ). Beginning with the FY 2015 Operating Budget, a fixed
monthly fee of $4 was established to provide a stable revenue source for the fund not
susceptible to changes in water consumption trends, as the Waterworks Fund
established in FY 2012. As of December 2014, Wastewater Fund operations are
regulated by the modified Department of Environmental Quality's (DEQ) Special Order
by Consent (SOC) entered into by the City, with requirements now limited to the
implementation of a sanitary sewer maintenance, operation, and management program
(MOM). The MOM requires that the City maintain and operate sanitary sewer
collection system assets in accordance with industry accepted practices related to sewer
inspection, evaluation and repair of significant defects (not programmed to be
addressed in the Regional Wet Weather Management Plan, which is now the sole
responsibility of HRSD).

Funding Strategy

The Recommended FY 2016 budget for the Wastewater Fund is $21.5 million, which is
$400,000, or 1.9%, more than the FY 2015 budget. Staffing and equipment
enhancements have been recommended to provide resources necessary to respond
effectively to the modified SOC. An additional FOG (fats, oils, grease) inspector is
recommended to provide capacity necessary for annual inspection of each food service
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establishment in the City. Purchase of a combination Vactor truck and dedication of
staff to Pump Stations wetwell cleaning will allow for annual cleaning. Upgrade of an
existing maintenance crew to a construction crew through the addition of a Master
Equipment Operator, Pipelayer Specialist, and Senior Construction Worker will
increase the number of projects completed with City resources. This effort will decrease
the level and cost of work being contracted out and improve control over wastewater
projects. These four positions will be funded for part of the upcoming fiscal year, due
to the lag time associated with the specialized equipment procurement for these
functions. Reimbursement for services related to collection and maintenance of key
performance indicator data and preparation of reports required for the Sanitary Sewer
Consent Order/MOM project provided by the new business process analyst position
established in the Asset Management division of the General Fund Public Works
Department has been budgeted. Additional expenditure increases to the Wastewater
Fund include an average 3% merit based salary adjustment, anticipated increase to
health insurance expenses, and the cost associated with the commitment to properly
fund the City's retirement system.

Impact

The FY 2016 Recommended Budget proposes no change to the fixed monthly
Wastewater Account Fee. An increase of $0.06 per HCF to the Sewer User Fee rate is
proposed, with the rate will increase from $3.21 per HCF per month to $3.27 per HCF
per month. The proposed Sewer User Fee increase equates to an annual cost of $3.96 to
a typical household.

Stormwater Fund

Issues
The FY 2016 Recommended Budget for the Stormwater Fund reflects significant
changes in federal and state approaches to stormwater management.  The

Environmental Protection Agency (EPA) is exerting significant pressure on Virginia and
other Chesapeake Bay watershed States to convert to more stringent and direct
measures of discharged pollutants. These changes are embodied in two major
components of the Stormwater Management Program:

e The Municipal Separate Storm Sewer System (MS4) permit
e Chesapeake Bay Preservation Act Total Maximum Daily Loads (TMDL)

MS4 Permit

The MS4 is the permit issued to Newport News by the State under EPA guidance for
stormwater management. A new draft stormwater permit was issued in December 2014
and provides a 6-month preparatory period before a final permit is issued and effective.
The impacts associated with implementation of the permit will begin to be experienced
during FY 2016. Accordingly, the budget recommended for the Stormwater Fund

FY 2016 Recommended Budget Tax Rate and User Fee Changes Page 6



includes funding for additional resources needed to satisfy the expanded tracking and
monitoring efforts that will be required.

Total Maximum Daily Load (TMDL)

The Chesapeake Bay Preservation Act calls for increasing regulation of nutrients and
sediment. EPA’s approach is a “Bay Diet” prescribing limits on nutrients (phosphorous
and nitrogen) and sediment. These limits are defined as Total Maximum Daily Loads
(TMDL). The State and EPA were at odds over this approach for several years, but
reached a consensus agreement in December 2010. Subsequent to the issuance of the
new MS4 permit, the City must begin implementation of its $54 million Watershed
Implementation Plan (WIP). The WIP must be completed within a 15-year timeframe
and satisfy intermediate milestones related to expenditure rates and investment. The
recommended budget for the Stormwater Fund includes additional funding to proceed
with the WIP.

Funding Strategy

The recommended FY 2016 budget for the Stormwater Fund is $19.9 million, which is
$3.2 million or 19.0% more than the FY 2015 budget. The Departments of Engineering
and Public Works have joint operations for the Stormwater Management Fund. The
FY 2016 recommended Stormwater User Fee is $10.75/ERU, which is a $1.00 per month
increase over the current rate of $9.75/ERU. The average household cost will increase
by $12.00 per year to $129.00.

The FY 2016 budget presents the best estimate of the necessary expenses to address the
increased monitoring and evaluation efforts required by the MS4 permit including
TMDL. Addition of one (1) Environmental Specialist position to address inspection and
monitoring requirements of the MS-4 permit has been recommended. Establishment of
three (3) Survey Technician positions and one (1) Engineer III position will allow for
completion of stormwater mapping and modeling functions by City staff. Stormwater
mapping and modeling has been a contracted effort. In-sourcing this effort will reduce
cost and time required for completion. With the purchase of an additional closed circuit
television vehicle and equipment will increase the linear feet of stormwater pipe able to
be inspected on an annual basis, and requires the addition of one (1) new
Inflow/ Infiltration Technician. Establishment of an additional crew supervisor position
will support oversight of ditch maintenance, barscreen, and ditch regrading crews,
assist with day-to-day interactions with homeowners, and expand the evaluation of
operational processes. These two latte positions will be partially funded in FY 2016 due
to the lag time associated with the procurement of the specialized equipment for these
functions. Transfer of the remaining Environmental Services Specialist position from
the General Fund to complete the transition of environmental resources to the
Environmental Services division of the Stormwater Fund.

FY 2016 Recommended Budget Tax Rate and User Fee Changes Page 7



In addition to improving staff, equipment, and facility capacity to manage and respond
to mandate requirements and the transfer of responsibility for the issuance and
enforcement of the Virginia Stormwater Management Program from the Department of
Environmental Quality to the City, recommended increases include an average 3%
merit based salary increase, continued requirements to properly fund the City's
retirement system, and anticipated increases to health insurance costs. The City will
continue to evaluate existing and proposed operations to identify opportunities for cost
control.

Impact

The Stormwater User Fee increase will provide funding necessary to respond to the
increasing regulatory requirements associated with the new MS4 permit and
implementation of the WIP. For the typical household, an annual increased cost of
$12.00 will be experienced.

Conclusion

The chart below details the projected impact on a typical household of the proposed
rate and fee changes contained in the FY 2016 Recommended Budget. Calculations
have been based on a household of four with a home assessed at $169,100. The
estimated impact of all proposed tax, rate, and fee increases equates to $0.79 per week
for the typical household. After accounting for the anticipated increase in assessed
values for the upcoming fiscal year, the typical homeowner will continue to have a
lower real estate tax burden in FY 2016 than in FY 2009.

FY 2016 Weekly Monthly Annual
Impact on Typical Household Increase Increase Increase
Real Estate Tax $0.20 $0.86 $10.32
Stormwater Fee 0.23 1.00 12.00
Solid Waste Fee 0.15 0.65 7.80
Sewer User Fee 0.08 0.33 3.96
Water Fees and Rates 0.13 0.53 6.36
Total Impact $0.79 $3.37 $40.44
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PROGRAM CHANGES AND OPERATIONAL EFFICIENCIES

The budget preparation process for FY 2016 required that departments develop
operational plans based on funding at 97% of their current departmental levels. As a
result, cost saving and efficiency improvement measures were identified. Several
submissions proposed organizational changes and process improvements to drive
increased operational efficiencies with no reduction to the level of service provided to
our citizens. These efforts are in direct support of City Council’s Strategic Priority of
Fiscal Management and Efficiency of Operations. Details regarding significant operating
changes incorporated in the FY 2016 Recommended Budget are provided below.

Communications Department

Overview

On February 10, 2015, City Council approved the establishment of the Department of
Communications, effective July 1, 2015. The FY 2016 Recommended Operating Budget
reflects the shift of resources required to create the new department.

Effective communication with both our citizens and employees is a critical function that
has direct impact on the perception of the services, programs, policies, management,
employees, and broader image of the City. The Department of Communications will
centralize the City’s communications resources and assume responsibility for
communications functions situated previously in the City Manager’s Office and other
select departments. This consolidation will allow for uniformed branding and
increased consistency across City communication and messaging efforts. The
Communications Department will be responsible for internal communications between
and within city departments, external communications with the public, media relations,
managing citizen engagement and community relations, emergency communications,
Newport News Television (NNTV), 311 Call Center operations, and Graphics Services.

Issues

Consolidation of City communication staff and resources now dispersed across the
organization into one department will allow for greater control and provide for
increased efficiency and accountability of the communications function. Formation of
the new department involves the transfer in of existing positions from their current
departments and the addition of one new position. The Recommended Budget reflects
the transfer of eight (8) positions from the City Manager’s Office (Video Productions
and current Communications personnel), ten (10) positions from the 311 Call Center,
two (2) Graphics positions from the Purchasing Office, one (1) Communications/Public
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Information Coordinator position from Human Services, one (1) Public Education
Information Specialist position from the Public Utilities Fund, one (1) Media and
Graphics Specialist position from the Tourism Fund. The addition of one (1) Video
Programming Coordinator position for the Video Productions function (NNTV) will
help to expand our programming capacity.

Impact

Establishment of the Communications Department will allow for the implementation of
consistent, cohesive, proactive, and strategic communication, marketing, messaging,
and branding efforts. This will maximize the communication resources that we have
within the organization. The reorganization of positions required for creation of the
Communications Department will be a revenue neutral adjustment across all city funds.

Operation of the Motor Pool

Overview

The Motor Pool division, which is currently managed within the Purchasing Office
structure, maintains the fleet of vehicles located at four sites utilized by city employees
for city business. The shared fleet reduces the need for assets dedicated to departments
that require infrequent vehicle use and maximizes the utilization of available vehicles.
Motor Pool function and staff provides oversight for the vehicle fueling facility located
at City Hall.

Impact

Responsibility for the supervision of the Motor Pool will be transferred in FY 2016 from
the Purchasing Office to the Department of Vehicle and Equipment Services (VES). This
shift, which includes the transfer of one position and operational expenditures, will not
change the duties and responsibilities of the Motor Pool. It will provide additional
support and better align the organizational duties and responsibilities of the Motor Pool
with those of VES.

Opening Hour at Grissom, Bailey, and Main Street Libraries

Overview and Impact

One service reduction will be seen by the general public as a result of the
Recommended Budget. A change in operating schedule is proposed for the public
library branches of Grissom, Pearl Bailey and Main Street to open one hour later (at 10
a.m. instead of 9 am.). This change will reduce facility availability by 18 hours per
week, or 936 hours (reduction of 9.1%) per year. This brings the operational schedule of
these branches in line with opening hours of other public libraries throughout Hampton
Roads. The budget for part-time staffing will be impacted from this proposed change to
the operating schedule for a cost savings of approximately $41,000.
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Therapeutic Recreation Program

Overview

The year-long Therapeutic Recreation Program is designed to provide a variety of
recreational activities and leisure opportunities for children and adults who have
special needs that may limit their involvement in recreation programs offered to the
general public. The program goal is to provide services and resources that enable
participants with special needs to engage in recreational activities appropriate to their
level of skill and interests. Programs are geared to enhance living, leisure and social
skills and are offered before and after school, and in special camps during school
breaks. The target demographic of the program is children 2 %2 years old through high
school, with Autism Spectrum Disorders, Mild to Moderate Intellectual Disabilities,
Neurological Disorders, or Physical Disabilities. Typically, the program serves special
needs participants who are unable to function in the School Age or Youth Programs
offered by the Department of Parks, Recreation and Tourism. Approximately 42
children with special needs are typically enrolled in the summer (with an average daily
attendance of 39) and 19 (with an average daily attendance of 14) during the school
year.

The specialized nature of the programs offered for therapeutic recreation requires a
high staff-to-child ratio (typically ranging from 1 to 3 to 1 to 5, depending on the level of
disability), resulting in much higher per participant costs. Registration and weekly fees
for the majority of the children in this program are supported by subsidies and
reimbursements received from agencies including the Department of Human
Services/Virginia DSS and the Hampton-Newport News Community Services Board
(HNNCSB).

Issues

Historically, Therapeutic Recreation Program expenses have exceeded revenue
generated from participation fees, with the resulting deficit covered by surplus
revenues in other programs in the Recreation Revolving Fund. In recent years, the
situation has been made more challenging due to the other declining revenues in the
Recreation Revolving Fund as a whole. While program expenses are offset in part by
participant fees and subsidies from other agencies, an additional subsidy of $50 to $55
per participant per week is required to eliminate the program’s revenue deficit. In
FY 2014, expenditures for the Therapeutic program totaled $321,775 ($223,772 in the
General Fund and $98,003 in the Recreation Revolving Fund), while total revenue
collected equaled $96,861 (Recreation Revolving Fund). Two years ago, in an effort to
reduce the program deficit, program rates were increased, with a higher rate for non-
City resident participants. The higher rates resulted in an approximately 15% decrease
in enrollments. Based on this experience, it appears that existing rates are at the
maximum and any further increase would not generate additional revenue, and may
decrease revenue further.
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In addition to the financial challenges, it continues to be a struggle to recruit and retain
qualified full-time staff. A trained Therapeutic Specialist is a required part of the
licensed program. The Assistant Recreation Program Supervisor has been vacant since
October of 2014 with the Recreation Program Supervisor position vacant since
December 2014. The continued vacancies of these positions have left the program with
no full-time trained staff. As of December 31, 2014, the City had to regretfully suspend
the program as active recruitment continued to find replacements for these two critical
positions.

Impact

Unfortunately, there are very limited program options of this type for the participants
served. Efforts to locate comparable alternative programs with the capacity and ability
to place current participants have been unsuccessful. In an effort to reduce the impact
of the loss of this program to families and participants, the School Age Division of
Youth Programs has been aggressively moving forward with the inclusion of special
needs participants into the current Youth Programs. There are more than 100 children
with special needs that have been included in existing youth programming. While this
effort has been successful, there remain approximately eight children who have not
been able to be included in the regular school age program at this time.

The elimination of the program would result in the elimination of two vacant full time
positions. The Parks, Recreation, and Tourism Department will maintain one full-time
position to conduct professional assessments on participants before being placed in the
School Age Program and to continue to monitor participants throughout their
enrollment in the program.

While this program does fill a specific need in the community, it’s staffing and financial
challenges makes it impractical to continue. The City has worked diligently to include
participants in other programs where possible and continues to seek alternative
program options.
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EMPLOYEE COMPENSATION AND INVESTMENT

Overview

One of the City’s largest annual expenditure categories is employee compensation. For
FY 2016, the cost to provide salary and fringe benefits is projected to be approximately
$203.2 million or 44% of the Recommended General Fund Budget. During difficult
economic times, localities often look to the areas of employee compensation and
benefits to reduce or eliminate costs. Newport News took such actions in recent years,
including no pay adjustments for a period of time, one-time bonuses instead of salary
increases, partial-year salary increases, and a hiring freeze. These allowed the City to
avoid massive layoffs, furloughs, salary reductions, and costly early retirement buy-out
programs. As we benefit from a slowly improving economy, the City continues to
reinvest in employee compensation, training, and development.

Merit-Based Salary Adjustments

The recommended operating budget includes funding for a merit increase for eligible
City employees effective July 1, 2015. We are wholly committed to compensation based
on performance as the most appropriate method of recognizing an individual’s
contribution to the City. While we have outstanding employees, not everyone performs
at the same level. We will be rewarding those that are exceptional performers, as well
as providing guidance for those that may need additional direction for improvement.
While each individual employee will receive an appropriate percentage increase based
on their performance evaluation, the dollar value budgeted is an additional 3% of the
total salaries. The cost of this merit increase, exclusive of associated taxes, in the
General Fund is $3.6 million. The total including other operating funds is $4.6 million.

Newport News has been able to incorporate consistent salary adjustments in recent
years. While salary adjustments have been small in some years, we continually made
them a priority however there is still progress to be made. Newport News is one of the
first to present a recommended budget, so information on other localities’ salary
adjustment proposals is limited.

FY 2016 Recommended Budget Employee Compensation and Investment Page 1



Table 1: Regional Comparison of Recent Salary Increases

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Proposed

Newport News | 2.0% 1.5%* 2.0% 3.0% merit | 3.0% merit
Hampton 0%? 0%3 1.0% +3 0%3 Unavailable
Chesapeake 1.5% 0% 1.6% 3.0%° 0%”
Norfolk 0%!1 2.0% 2.0% 2.0%° Unavailable
Portsmouth 0%?2 0%?2 0%?2 3.0% 2.0%
Suffolk 0% 2.0% 0% 0% Unavailable
Virginia Beach | 2.5% 1.0%5 1.66%° 1.66%° 1.66%

1 One-time $500 bonus

2 One-time 3% bonus

3 Up to $1,000 pay for performance bonus

4 Average increase of 1.5%, but no less than $1,000, effective January 1

51% for all employees, with only retirement non-contributors using increase to offset VRS costs
¢ Partial year increase

7 Bonuses provided for top performers

Note: Compensation increases offset by increased contribution requirements to VRS, general adjustments
due to salary studies, and actions to relieve compression are not included.

Special Pay Adjustments

The recession had a devastating impact on all employees however many of our lower
salaried employees are challenged with meeting basic living needs. No salary increases
given in some years, complicated by across-the-board general wage adjustments, has
limited salary progression in various job grades and types throughout the City. The
end result is many of our employees are clustered around certain pay levels, with little
or no contributing factors to address salary compensation, such as experience
recognition, or time in grade. In the current fiscal year, we committed both time and
resources to address this situation. Special pay adjustments are just one piece of a larger
plan that once combined with merit-based salary increases in July will move employees
through the pay ranges. The Human Resources Department will complete the initial
phase of the long term plan, concentrating on these serious salary issues in FY 2015.
This first phase will focus on the lowest paid employees to work to make their wages
more in line with an appropriate level to meet living expenses. FY 2016 represents the
second year of a multi-year, phased process to review and correct our pay structure. For
FY 2016 we have again budgeted $950,000 to focus on the next level of salary
adjustments. It is anticipated that similar amounts are required in the next fiscal years
to help address this issue.
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Training and Development

The Recommended Budget includes an increase of $50,000 in Tuition Assistance
reimbursement. This brings the recommended funding from $150,000 to $200,000. After
successful completion of a course, an employee may be reimbursed $100 per credit hour
for an undergraduate level course and $125 per credit hour for a graduate level course.
We have 75 employees participating in this program this fiscal year. We will work to
increase awareness of this benefit and encourage more employees to participate.

City-wide training was increased by reducing other expenditure line items where
practical. In many of our public safety and other positions, undergraduate course work,
and eventually a degree is required for progression through the ranks and for the most
part, a prerequisite for supervisory status. These same positions are at some of our
lower paid levels. Tuition Assistance is a small but critical investment in the growth
and development of our workforce. This is one aspect of the operating budget that will
we continue to focus on increasing as the availability of funds grows over the next fiscal
years. This is key to growing a skilled staff and our effort to develop new leaders to
replace those that will retire.

Wellness Program

The City invests in an active Wellness Program to approach manage long-term growth
in healthcare costs. For FY 2016, the City estimates expense for health insurance
premiums to be $36.3 million or up $2.1 million from the current fiscal year. Included
in part of the overall cost is a premium rate increase of 6% anticipated for FY 2016. The
Wellness Program currently provides full-time employees with an incentive for
participating in annual physicals and an upcoming health assessment screening. Health
risk assessments gather information on one’s basic health data, lifestyle, and attitudes
toward health improvement. These assessments help employees better understand their
own health status and potential risks. The City can also understand common risk
factors in the employee population and look at potential ways to address them, such as
offering disease management programs. The City implemented policies and programs
related to tobacco use, which is a significant health threat and contributor to high
healthcare costs. Other programs include a no smoking policy on City paid time, a
restriction on smoking near City buildings, increased promotion of free smoking
cessation programs, and a health insurance premium reduction of 20% for non-smokers
this year. The Benefits staff and employee Wellness Committee are also working on
programs such as friendly fitness competitions to engage employees in wellness at
work. The Recommended Budget includes $200,000 for the total Wellness program.
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Pension Contributions

We are committed to the eight-year plan to incrementally increase the City’s
contribution to the Annual Required Contribution (ARC). FY 2016 will be the seventh
year in this process, with the end to large annual increases in sight. The recommended
budget brings the ARC up to 91% from 82% in the current year. This next level brings
the annual contribution to the pension system to $28.5 million City-wide, with the
Schools Division support at $7.7 million, and $4.9 million in additional funding from
the 5% salary contribution of all NNERF employees. All combined, the total funding
from City and employee contributions in FY 2016 will be $41.1 million. This
recommended amount is consistent with our plan to completely restore the actuarial
soundness of our pension fund over time.

As a member of Virginia Retirement System (VRS), we fully fund the annual
contribution for those employees hired or rehired after March 1, 2010 or who elected to
shift from the City’s pension system. As more of our workforce participates in VRS
with each new employee hired, so grows our annual contribution. This fact increased
the FY 2016 General Fund payment by $303,230 from $1.9 million to $2.2 million. This
amount includes the 21 new positions recommended in the General Fund for the
upcoming fiscal year. The VRS actuarial assumptions for the upcoming fiscal year did
not change, and remains at 6.01% of salary cost.

City-wide Pension Costs!
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! Amounts do not include School Division NNERF or VRS payments. School contributions for NNERF retirement
follow the 8-year plan to fully fund the ARC. In October 2012, City Council adopted changes lowering the ARC from
$56m to $41m.
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RECOMMENDED POSITION CHANGES

Overview

During each budget development process, we review our programs and services to
determine if there are opportunities to achieve savings by restructuring and/or
reducing positions. We also look at areas where existing programs and services would
be more efficient and effective with additional staff. In the past several years, fiscal
constraints have required the reduction of many positions throughout the City and
limited the addition of new positions. The Recommended FY 2016 Budget includes
necessary increases in funding to retirement, health care, and debt obligations, but it
also reflects a continued slow but consistent economic recovery. This improving
revenue picture, along with proposed operational changes and associated position
changes and reductions, did permit us to recommend several new positions to serve our
highest priorities.

Issues

The Recommended Budget includes a net reduction of 11 positions in the General Fund.
Table One below details specific changes for FY 2016. The changes reflect that many
positions are transferred between departments due to several reorganizations,
including the closure of the City Farm.

General Fund Position Reductions

The only recommended reductions will be 30 of the 60 positions in the Adult
Corrections Department, due to the City Farm closure. Current qualified employees will
be employed in the Sheriff’s Department filling current vacancies, as well as other
vacancies in the Public Works Security Division, and in Juvenile Services Secure
Detention, and other vacancies throughout the City.

New General Fund Positions

Several new positions are recommended in order to improve service delivery, manage
an increasing workload, and meet the needs of City Council’s Strategic Priorities.
Twelve of these thirteen (13) new positions are:

In the Human Resources Department, one (1) Human Resources Generalist position is
recommended to be added to assist with recruitments, trainings, providing professional
consultations, and assisting with the coordination of the centralization of medical
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certifications. In order to be able to manage the Print Shop in a fully functional manner,
one (1) Printer II position will be added to the Purchasing Office in FY 2016.

Total General Fund Positions

2,800
2,700 -
2,600 -
2,564 2,553
2,500 -
2,400 . . . . . . .
FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016
Current Proposed

With all five Circuit Court judge allotments filled for the first time in almost four years,
one (1) new Law Clerk position is recommended the assist the Judges. This position was
eliminated as part of the FY 2012 adopted budget as a cost savings. Partial year funding
has been added for two (2) new administrative assistant positions to support the
operation of the new South Police Precinct building. Establishment of one (1) new
position to coordinate all secondary employment of Newport News Police officers is
also recommended. All costs associated with the Secondary Employment Coordinator
position will be offset in the rate charged for contracted engagements.

In the Public Works Department, one (1) new Supply Specialist position will allow for
separation of duties related to ordering, receiving, and issuing of material and will
provide for adequate coverage for vacation or sickness. One (1) new Business Process
Analyst position is recommended with specific responsibility for the collection and
maintenance of key performance indicator data and preparation of reports required for
the Sanitary Sewer Consent Order/ MOM project. The full cost of these positions will
be allocated to the Wastewater Fund with no net cost borne by the General Fund.

The Human Services Department is facing progressively more rigorous internal and
external reporting and audit requirements, so with this in mind, the FY 2016 budget
recommends the addition of one (1) Accounting Specialist position. Two (2) positions
are recommended to be added to the Development Department. A new accountant
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position will improve the Department’s ability to monitor, report, and remain in
compliance with the several successful programs designed to encourage business
development, including Enterprise and Tourism Zones, various Federal, State, and local
opportunity grants and loan programs. Addition of a project development coordinator
position will increase staff capacity and improve the ability to provide ongoing support
to high-priority and complex economic development projects. Establishment of one (1)
new Planning Coordinator position is recommended to expand the Planning
Department’s ability to provide dedicated focus and guidance to applicants in the
development process (zoning, permits, etc.) for projects that require review and
approval from multiple City departments and staff members.

Part Time Conversion to Full Time

The City has long maintained an extensive part-time labor force. A majority of these
positions are seasonal in nature and are justified to work less than the 40 hours weekly
full time standard. The establishment of the City’s policy that part-time employees
work no more than an annual average of 29 hours per week has presented some
challenges. Part-time positions are fraught with frequent turnover as individuals secure
jobs with full salaries and benefits. The repetitive retraining of each new part-time
employee has diminished our effectiveness.

In order to recognize the appropriate staffing levels for certain duties or functions, it is
recommended to convert eight (8) current part-time positions full time. In the
Commissioner of the Revenue Office, one (1) part-time Accounting Assistant will be
converted to full-time for the assessment and collection of business license taxes. One
(1) part-time Accounting Technician will be converted to be responsible for the
assessment of personal property and DMV Select service.

In the Fire Department’s Emergency Management Division, the establishment of one (1)
full-time Emergency Operations Technician to replace the part-time administrative
assistant currently supporting the Emergency Operations Center is recommended, and
will expand the EOC capacity. Three (3) part-time positions in the Security Services
division of the Public Works Department will be converted to full time to support
increased requests for security coverage and additional presence at City events and the
division’s staff retention efforts. In the Parks, Recreation, and Tourism Department,
two (2) current part-time positions in the Festival Support division will be converted to
full time. The Department has relied on part-time staff to support a growing special
events program and will be better served by having additional full-time staff.

We will continue to review the level of part-time staff and determine if additional
conversion to full-time positions would improve operational efficiency and
effectiveness.
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The conversion of these current part time positions to full time brings the total number
of new allotments added to the General Fund for FY 2016 to 21.

Position Changes in Other Funds

The total change in the Other Operating Funds is a net increase of 12 positions. Table
Two below details specific changes for these funds for FY 2016. Three (3) vacant
positions are recommended for elimination, four (4) positions are being transferred in
from the General Fund, two (2) positions are being transferred to the General Fund, and
13 new positions are being recommended to be added, due to federal or state
environmental mandates.

The City Motor Pool, supported by one (1) position, is recommended for transfer from
the Purchasing Office to Vehicle and Equipment Services (VES) for more appropriate
alignment of organizational duties and responsibilities. One (1) vacant Automotive
Technician position in VES is recommended for elimination, to be replaced with a part
time driver slot. The driver position would keep the Automotive Technicians and Parts
Procurement staff performing their core functions with the driver moving vehicles to
local service providers for warranty/sublet repairs and picking up and delivering parts.
This will result in 865 more actual repair hours by getting the parts to the Technicians
faster. For the Recreation Revolving Fund, it is recommended to end the Therapeutic
Recreation Program due to staffing challenges and low participation. The result is the
elimination of two (2) full-time positions that supported the activities, both of which are
currently vacant.

In the Stormwater Management Fund, eight (8) positions are recommended to be
added. Establishment of one (1) additional Crew Supervisor position will support
oversight of ditch maintenance, barscreen, and ditch regrading crews, assist with day-
to-day interactions with homeowners, and expand the evaluation of operational
processes. The transfer of the one (1) remaining Environmental Services Specialist
position from the General Fund will complete the transition of environmental resources
to the Environmental Services division of the Stormwater Fund. One (1) Environmental
Specialist position will be added to address inspection and monitoring requirements of
the City’s Stormwater (MS-4) permit. The establishment of three (3) Survey Technician
positions and one (1) Engineer III position will allow for completion of stormwater
mapping and modeling functions by City staff. Stormwater mapping and modeling has
been a contracted effort. In-sourcing this effort will reduce cost and time required for
completion. One (1) new Inflow/Infiltration Technician will be added with partial year
funding to expand the infrastructure inspection program, moving from 300,000 linear
feet of inspected pipe to 390,000. This is enhancing the City’s ability to meet the new
Stormwater (MS4) permit.

In the Solid Waste Fund, two (2) additional Master Equipment Operator positions are
recommended to expand the City’s Community Maintenance effort and provide fill in

FY 2016 Recommended Budget Position Changes Page 4



capacity for refuse and bulk collection operations. In the Wastewater Fund, partial year
funding will be added for each of the new four positions, due to the lag time in
acquiring the associated vehicles and equipment. One (1) additional FOG (fats, oils,
grease) inspector is recommended to provide capacity necessary for annual inspection
of each food service establishment in the City. An existing maintenance crew will be
upgraded to a construction crew through the addition of one (1) Master Equipment
Operator, one (1) Pipelayer Specialist, and one (1) Senior Construction Worker to
increase the number of projects completed with City resources. This effort decreases
the level and cost of work being contracted out and improves control over wastewater
projects.

The School Division also continues to right-size its operation with their FY 2016 School
Board Proposed Budget, which includes a net elimination of 17 positions. The School
Division reduction is separate from all other eliminations noted above.

City Farm Closure

As a result of the closure of the City Farm, a total of 30 of the current 60 position
allotments will be moved to other departments for continuation of the community
services previously provided by the City Farm. Twenty four (24) position allotments
will be transferred from Adult Corrections to Public Works to establish the Community
Maintenance division. The positions in this division are one (1) Administrator, one (1)
Construction Superintendent, one (1) Staff Technician, four (4) Construction Specialists,
tive (5) Senior Equipment Operators, and 12 Public Works Officers.

Four (4) position allotments will be moved to the Sheriff's Office (one (1) Sheriff-
Sergeant, one (1) Sheriff-Lieutenant, one (1) Food Services Supervisor and one (1)
Laundry Worker) to recognize the workload change associated with the shift of the City
Farm inmates to the City Jail. Two (2) Automotive Technician positions will be
transferred to the Department of Vehicle and Equipment Services to continue to
maintain the specialized mowing equipment associated with the landscaping effort. The
remaining 30 positions in Adult Corrections will be eliminated.

Communications Department

The new Department of Communications will oversee external and internal
communications, video production services, graphics services, and the 311 Call Center.
The Recommended Budget includes 24 positions for this department; 23 are transferred
from other departments and one (1) position is new. Eight (8) positions are transferred
from the City Manager’s Office (communications and video productions staff), 10
positions from the 311 Call Center, two (2) Graphics positions from the Purchasing
Office, one (1) from Human Services, one (1) from the Public Utilities Fund, and one (1)
from the Tourism Fund. The new position is a Video Programming Coordinator.
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Attrition Credits

During the budget process, we reviewed the scope and scale of the Attrition Credit that
had been established during the recessionary period. An attrition credit reduces a
department’s budget for salaries and fringe benefits based on an anticipated lag time
between an employee termination and when a new employee is hired. In some cases,
high amounts were hindering overall departmental operations. We worked to bring the
Attrition Credit to a realistic and manageable amount, while recognizing the
appropriate staffing levels. Attrition credit amounts were reduced for the City
Treasurer and Parks, Recreation and Tourism Department.

Impact

The total number of allotments (full-time positions) in the General Fund is
recommended to be reduced by eleven (11) from the current number of 2,564 to 2,553 in
the FY 2016 Budget. Including other operating funds, but not including the School
division, the total number of recommended allotments is 3,327. The City’s workforce
continues to become smaller, partly due to the scaling back of some programs and
services. In many cases, fewer positions are providing the same level of service.
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TABLE 1 - Recommended General Fund Position Changes

Eliminated Eliminated

Filled Vacant Transferred Added

City Manager's Office

Assistant to the City Manager -1

Comm. & Media Relations Manager -1

Video Services & Comm. Admin -1

Chief Engineer - VPS -1

Administrative Assistant -1

Sr. Video Production Specialist -3
Human Resources

Human Resources Generalist 1
Commissioner of the Revenue

Accounting Assistant (Part Time conversion) 1

Accounting Technician (Part Time conversion) 1
Purchasing

Printer II 1

Graphics Coordinator -1

Graphics Specialist -1

Motor Pool Coordinator -1
Circuit Court

Law Clerk 1
Police

Administrative Assistant 2

Secondary Employment Coordinator 1
Fire

Emergency Ops Tech (Part Time conversion) 1
Sheriff

Deputy Sheriff* 2

Food Services Supervisor 1

Laundry Worker* 1
Adult Corrections

Corrections Officer® -3

Food Services Supervisor -1

Director of Adult Corrections*® -1

Staff Technician -1

Road Services Captain* -1

Corrections Officer® -11

Sr. Equipment Operator -5

Construction Superintendent Adult Corrections* -1

Construction Specialist -4

Automotive Tech II -2
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Eliminated Eliminated
Filled Vacant Transferred Added

Adult Corrections
Accounting Specialist -1
Staff Technician -1
Jail Administrator -1
Registered Nurse -1
Licensed Practical Nurse -1
Corrections Officer -21
Senior Cook -4
Engineering
Environmental Specialist -1
Public Works
Supply Specialist 1
Business Process Analyst 1
Security Officer (Part Time conversion) 3
Administrator-Community Maintenance* 1
Staff Technician 1
Public Works Officer* 12
Sr. Equipment Operator 5
Construction Superintendent-Comm. Maintenance* 1
Construction Specialist 4
Human Services
Accounting Specialist 1
Public Information Coordinator -1
Parks, Recreation, Tourism
Recreation Program Coordinator Sr. (Part Time conversion) 2
Development
Accountant II 1
Project Development Coordinator 1
Planning
Planning Coordinator 1
311 Center
Communications Manager-311 -1
Communications Supervisor-311 -1
Business Process Analyst 11 -1
Customer Service Assistant II -7
Communications
Director of Communications*
Comm. & Media Relations Manager
Communications Specialist*

[ SV RIS G

Administrative Assistant
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Eliminated Eliminated

Filled Vacant Transferred Added

Communications

Communications Manager-311 1

Communications Supervisor-311 1

Business Process Analyst 11 1

Customer Service Assistant II 7

Video Services & Comm. Admin 1

Chief Engineer - VPS 1

Sr. Video Production Specialist 3

Video Programming Coordinator 1

Graphics Coordinator 1

Graphics Specialist 1
TOTALS 0 -30 -2 21

* Some transferred positions have been reclassified to a new title

FY 2016 Recommended Budget Position Changes Page 9



TABLE 2 - Recommended Other Funds Position Changes

Eliminated Eliminated
Filled Vacant Transferred Added

Recreation Revolving Fund
Recreation Program Coordinator Sr. -1
Recreation Center Supervisor -1
Tourism Promotion and Development Fund
Media & Graphics Specialist -1
Stormwater Management Fund
Environmental Specialist 1
Engineer III
Surveying Technicians
Crew Supervisor C
Inflow / Infiltration Tech
Solid Waste Fund
Master Equipment Operator

[ OO N gy

N

Wastewater Fund
Wastewater Inspector
Master Equipment Operator
Pipelayer Specialist
Sr. Construction/Maintenance Worker
Public Utilities Fund
Public Education Info Specialist -1
Vehicle and Equipment Services
Motor Pool Coordinator 1
Automotive Tech II 2
Master Automotive Tech -1

TOTALS 0 -3 2 13

U
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City Farm Closure Plan

We commissioned the firm of CGL to do a comprehensive risk assessment of the
facilities and operations of the Newport News Department of Adult Corrections (City
Farm). The report identified a number of serious issues and concerns associated with
the condition of the facilities and the ongoing operations. To address these conditions
and bring the facility up to acceptable conditions, a substantial financial investment of
$8.2 million would be required. In addition, CGL looked at alternatives. Based on the
analysis and findings of that report, it is recommended that the City Farm be closed.

Based on that recommendation, a Closure and Transition Plan has been developed. The
input from representatives of the City Manager’s Office, the Sheriff’s Office, City Farm,
Public Works, Vehicle and Equipment Services, Parks and Recreation, Human
Resources, Budget, and Internal Audit was critical in developing the transition plan. To
ensure the successful transition of the duties and responsibilities of the City Farm, there
are a number of issues which have to be considered and managed. In order to clearly
present this plan, the issue areas have been outlined in three categories: (1) Operational
Issues (2) Budgetary/Financial considerations and (3) Personnel Issues.

Operational Issues

The City Farm is primarily responsible for various duties and functions including the
community work program and housing some secure detention inmates that don’t meet
the criteria to participate in the work program. The following recommendations are
offered for the City to realize enhanced operational efficiencies and cost savings:

A. All inmates to be permanently housed at the City Jail/annex and/or Regional jail

The plan is for the Corrections Officers from City Farm to be transitioned to the City Jail
to support the rehoused inmates. It would also be necessary to reassign some support
staff.

B. Continue the functions of the road crews under the direction of Department of Public
Works

The community maintenance work function is to be established within Public Works.
All the work and services that are currently provided by the City Farm work crews
would continue. Corrections officers responsible for overseeing the work crews would
be transferred to Public Works. The construction and trades workers would also be
reassigned to Public Works to support the community work program. In addition, for
greater efficiencies, the small equipment maintenance and repair personnel and duties
would be incorporated within Vehicle and Equipment Services.



C. Plan for the Closure of City Farm Buildings and Facilities

The City Farm location has a number of buildings and facilities some of which are used
to house other functions. It is important to address these other facilities/functions in
planning for the transition. An inventory of all buildings and facilities will be
undertaken and a relocation strategy developed to address the issue of the Polling place
and the Police Department K-9 facility. ~ There will also be a plan for maintenance as
well as securing and stabilizing the existing building/facilities.

Personnel Issues

The closure of the City Farm will have an impact on existing City Farm employees. The
implementation plan includes offering continued employment to all current City Farm
employees. Every effort will be made to work with the employees to transition them to
new positions within other functions or departments as appropriate. It is anticipated
that employees can be transitioned to the City Jail, Public Works - Community
Maintenance and Security divisions, Vehicle and Equipment Services, Juvenile
Detention, Human Services and other Departments that may have available positions.

The City Manager’s Office in conjunction with Human Resources will take the lead to
support and guide those employees that will be affected. The transition plan identifies
available City positions and efforts will be made to match employee skills with
positions, provide counseling, job coaching and training as appropriate.

Budgetary/Financial Matters

Over the years, the City Farm operation has provided a valuable service to the
community. However, the problem of deferred maintenance and the high cost of
bringing the facility back to acceptable conditions warranted a thorough analysis to
determine if there are alternatives to provide these same services in a more cost
effective and operationally feasible manner. Based on the analysis, there are
substantial cost savings and efficiencies to be realized by closing City Farm and
consolidating the housing of inmates at the City Jail and transitioning the community
work program to Public Works.

The Proposed FY 2016 Operating Budget as presented reflects the recommendation to
close the City Farm and the associated adjustments in line items as highlighted in the
following information. It is projected that the City will realize a cost savings of
$2,248,000 million in FY 2016. The majority of the costs savings will be derived from an
overall reduction in personnel.

For the Sheriff’s Office, it is anticipated that fourteen (14) detention corrections officers
will be necessary to accommodate the additional inmates now housed at the City Jail.
Those officer positions will be transferred from City Farm to the jail to fill current
vacancies. There will also be four (4) existing support positions added to the jail



operations including one sergeant, one lieutenant, one laundry worker and one cook
position. There were minimal increases made to other line items to support operations
such as utilities.

To ensure the continued provision of services to support community work and
departmental operations, all twenty six (26) City Farm positions that are currently
assigned to and/or support the community work programs will continue to function in
that capacity. The Public Works” proposed operating budget will be re-assigned twenty
four (24) positions to include, supervisors, road service corrections officers,
construction/trades workers, and equipment operators in a community maintenance
division. The remaining two (2) positions are small equipment (auto) maintenance
technicians and they will be transferred to and are included in the proposed operating
budget for Vehicle and Equipment Services. Again, there were minimal expense
transfers to these Departments operational line items to support the transition of these
functions.

To recap, by closing City Farm and transitioning those functions to the Sheriff’s Office,
Public Works and Vehicle and Equipment Services, the City will realize a cost savings
of $2,248,000 in FY 2016. The primary cost savings will be from a reduction in budgeted
positions. The City Farm currently has sixty (60) positions budgeted. While all current
City Farm employees will be offered continued employment with the City, overall there
will be a net reduction of thirty (30) positions or 50% of the budgeted position at City
Farm while still providing the necessary services. It is also anticipated that by the
consolidation of functions, the City will realize additional savings in the future as
Departments can take advantage of economies of scale and better utilization of existing
resources.

Transition - Timeline

As noted, there are a number of issues that have to be addressed which are interrelated.
In order to make decisions for transitioning, it is prudent to establish a manageable
closure date and a timeline to guide the steps necessary to effectuate closure activities.
It is recommended that the formal closure for City Farm be established as June 30, 2015.
It is anticipated that the June 30, date will allow sufficient time to manage the various
operational and personnel logistical requirements for closure. This date was selected
and is important for several reasons. It is recommended to complete the closure prior to
the end of the FY 15 to maximize financial savings and efficiencies. It is also the intent
to minimize the impact on the timely provision of services to support the community
maintenance function. It would also avoid the budgetary constraints associated with
operating within two fiscal years. It is very important to do timely notification and
implementation to minimize the uncertainty and impact on the effected employees

It is important to note that while the formal closure of the City Farm would be June 30,
2015, due to the nature of the operations, the majority of the functions would have to be
transitioned sooner.
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VIRGINIA LIVING MUSEUM

Overview

The City has been a supporter of the Virginia Living Museum (VLM) for many years.
The VLM is one of the City’s most prominent cultural attractions. The facility is located
on City property, is a cornerstone in the Schools” educational programming, and adds
to the City’s economic development with a multi-million dollar annual impact, while at
the same time contributes to the City’s quality of life.

Issues

Like other museums and cultural institutions, the VLM has faced financial challenges
during recent years due to the recession. The VLM has requested an increased level of
City support to sustain its operations and maintain its level of programming.
Determining the appropriate level of City support for VLM is important, as the
Museum holds a unique bond with the City.

The VLM has received base level Community Support funding in the amount of
$528,007 since FY 2012. Community Support funding was reduced and held level in
recent years along with all other agencies as part of a budget balancing strategy during
challenging economic times. This funding has been supplemented during that same
time period by either City Council Contingency or by the Cultural Attractions Fund.

Table 1 - History of City Support for VLM

Cultural

Fiscal Community City Council Attractions NN Arts

Year Support Contingency Fund | Commission Total
2009 $597,631 $7,000 $604,631
2010 $597,631 $6,000 $603,631
2011 $555,797 $6,100 $561,897
2012 $528,007 $150,000 $7,500 $685,507
2013 $528,007 $100,000 $6,500 $634,507
2014 $528,007 $400,000 $5,300 $933,307
2015 $928,007 $5,000 $933,007
TOTAL $4,791,094 $250,000 $400,000 $43,400 $5,484,494
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Table 2 - City Support as a Percent of VLM’s Budget

VLM total Expenditure Total City City Support %
Fiscal Year Budget* Support of Budget
2010 $4,355,410 $603,631 13.9%
2011 $4,380,465 $561,897 12.8%
2012 $4,407,224 $685,507 15.6%
2013 $4,179,271 $634,507 15.2%
2014 $4,183,606 $933,307 22.3%
2015 $4,218,079 $933,007 22.1%

* Figures taken from VLM’s annual Community Support applications

During this review and with previous exercises, it has been a challenge to find other like
or similar institutions to compare to the Virginia Living Museum. Table 3 below shows
examples of organizations that are independent from the state or locality, with roughly
similar attendance as VLM. It important to note that a science center is not necessarily
the equivalent to the VLM, as some do not have the same animal component. As a
different comparison, some zoos seem to be either city/state owned, much like the

Norfolk Zoo, or are not really comparable in size.

Table 3 - Comparison to other similar facilities

Virginia Living

Kentucky Science

Natural Science

Museum Center | Center -Greensboro
Adult Admission Charge $17.00 $13.00 $12.50
Local Residents/
Military/College
Students/ City
Senior/Other discount Military N/A employees
Estimated annual visitation 200,000 204,000 280,000
Total Operating Budget $4,218,079 $4,496,980 $4,825,310
Public Support $928,000 $937,500 $1,150,670
% Public Funds 22% 21% 24%
% Earned Income
(Admissions, school groups,
etc.) 61% 60% 54%
% Private Support 17% 18% 22%
Indoor living
exhibits, Indoor exhibits,
planetarium, Interactive aquarium, zoo,
outdoor area with | science exhibits, | OmniSphere
Features animals IMAX theater Theater
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Table four below provides a few points of information for the VLM and some other
museums/ facilities in the region. It is difficult to make comparisons to other museums
in the region, as there are many differences including the type of public/private
relationship or ownership. The VLM is on city-owned land but otherwise operates as an
independent entity with its own staff. The Mariner’s Museum is similar to VLM in its
operating status as it is independently owned and operated. In contrast, the Virginia
Zoo is owned by the City of Norfolk. The City of Norfolk and the Virginia Zoological
Society share the responsibility of the Virginia Zoo. The Zoological Society employs
education, membership, marketing, fundraising and special event staff. The City serves
the operational needs of the Zoo, including animal care, zoo grounds and maintenance,
and customer service.

Table 4 - Comparisons to other Museums in the Region

Virginia Vireinia Viroini Mariner’ Science
TOTALS Living nsun r&nna rier's Nauticus | Museum of
Zoo | Agquarium Museum oo
Museum Virginia
Adult Admission $17 $11 $22 $13.95 $15.95 $11
Charge
. Senior/ . . Senior/ .

Senior/Other Military | Military/ | oenio/ | SO iy | Senior/

iscoun AAA ilitary ilitary AAA ilitary

City ownership No Yes Yes No Yes | Yes (State)

Estimated annual 200,000 | 500,000 | 620,000 42,000 | 200,000 | 267,000
visitation

Total FY 2015* $4.22 $3.62 $11.06 $7.54 $4.83 $11.25

Operating Budget million million million million million million

| 50.93 $1.62 $1.1 $0.56 $1.39 56.19

City Support o 1 s o1 1 million

million million million million million
(state)
% City Funded 22% 45% 10% 7% 29% | 46% (state)

* The operating budget amounts do not include budgets for Foundations or non-profit entities that
support the organizations. The figures for the Virginia Aquarium reflect the FY16 Proposed Budget for
the City of Virginia Beach.

City support comprises approximately 22% of the VLM’s operating budget. In the
current fiscal year, the City provided additional funding of $400,000 to VLM while we
engaged with an outside firm to complete a performance audit. The goal was to
determine ways to improve long-term financial sustainability, if there are additional
opportunities to generate revenue, and review peer organizations and the role of local
governments in funding these types of operations. A company that specializes in this
type of organizational review was engaged in late fall 2014, and the study was recently
completed. VLM has been an active partner in this process.
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Recommendations

In the recommended FY 2016 budget, Community Support funding of $528,007 is
included for VLM. We have placed additional funding of $400,000 in Community
Support Contingency and will use it as a challenge grant to VLM for private
fundraising efforts. The challenge will be a 3 to 1 ratio - that is for every three dollars of
private investment or grants that VLM receives over and above its current receipts, the
City will match it by one dollar from the $400,000 reserve.
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