COMMONWEALTH OF VIRGINIA

COUNTY OF HENRICO

John A. Vithoulkas
County Manager

June 23, 2019

The Honorable Board of Supervisors
County of Henrico
Virginia
Honorable Members of the Board:
Enclosed is the Approved Annual Fiscal Plan for FY2019-20, including both the operating and capital
budgets. It reflects the County Manager's Proposed Budget with the changes made during the
Legislative Budget Reviews that were approved by the Board of Supervisors on April 23, 2019. The
changes in the operating budget redistributed funding within the General Fund and did not result in a
change to the budget total. There were no changes to the proposed capital budget.
The changes in the General Fund budget include the following:
Library - Sunday Hours for Libbie Mill Library
Non-Departmental:
Add Contribution for Family Restoration Network
Add Contribution for Local Initiatives Support Corporation of
Virginia
Add Contribution for Metropolitan Junior Baseball League
Add Contribution for Ramp Access Made Possible by Students
(RAMPS)
Increase Contribution to ALS Association of DC/MD/VA
Increase Contribution to The Way
Reduce Reserve for Contingencies

$144,392
30,000
30,000
20,000
10,000
10,000
5,000
($249,392)

Again, I would like to thank the County staff for their efforts in developing this budget. And, as always,
the staff and I stand ready to assist you in answering any questions you may have regarding the
Approved Budget for FY2019-20.

County Manager

4301 E. P arham Road, Henrico, VA 23228 I P.O. Box 90775, Henrico, VA 23273-0775
Office: 804-501-4206 I Fax: 804-501-4162 I Website: henrico.us
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The Proposed Budget continues tax relief efforts from prior years by increasing the full exemption
threshold from BPOL taxation to $400,000. The budget adds $302,450 for real estate tax relief for seniors
and disabled residents in recognition of increasing reassessments and the enhancement of the eligibility
criteria for the County's REAP program in the FY2018-19 budget.
The Proposed Budget continues to strengthen the County's fiscal structure in FY2019-20. Additional
ongoing revenues will be allocated to the County's Technology Replacement Fund. The budget continues
a multi-year effort to minimize the annual, mid-year amendment for the County's Risk Management Fund.
This budget also continues to seek to minimize the use of reserves in the Central Automotive Maintenance
operation. Finally, the Proposed Budget sets aside $1.0 million in the "State Revenue Stabilization
Reserve" to make a total of $4.5 million available to potentially offset the impact of an impending
recession. This is in addition to the significant improvement of the County's reserves over the past five
years.
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Continued conservative revenue estimates,
mindful spending, and careful planning of fund
balance use have allowed the County's General
Fund balance to improve. It should also be noted
that the County's fiscal approach requires that
the unassigned fund balance equal 15% of
General Fund expenditures. This approach
allows the County to build other reserves in good
years that will assist with funding capital needs,
much like what is being proposed in the FY201920 Capital Budget.
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The Proposed Capital Budget continues funding the 26 projects overwhelmingly approved by voters in the
November 2016 General Obligation Bond Referendum. Outside of replacing the two high schools, the
recommended plan provides construction funding for a new elementary school in the Brookland
magisterial district; the planning of the Advanced Career Education (ACE) Center at Glen Allen High School;
the construction of Staples Mill Fire Station; the completion of Phase II construction of Glover Park; and
the expansion of fields at Dorey Park.
For the improvement of the County's road network, the Capital Budget includes $5.2 million for
improvements to Oakley's Lane and $1.8 million for the extension of Woodman Road. This is in addition
to the continuation of the $2.3 million for stormwater improvements, $2.5 million for sidewalk
improvements, and $1.S million in motor vehicle license fees for road construction. The Operating Budget
for Public Works adds three positions to manage the numerous construction projects the department
manages, one Traffic Signal Service Worker to assist in maintaining the increasing number of traffic signals
in the County, and a position to coordinate litter control efforts throughout the County. Finally, the
FY2019-20 budget includes an additional $465,000 for bus service to provide incremental funding for the
route enhancements approved in the FY2018-19 budget and to cover additional increases for the
transportation service upon which many of our residents rely.
The Proposed Capital Budget includes an additional $2.0 million for the construction of the Henrico
Aquatics Center. This project, paired with the collaboration of the YMCA of Greater Richmond and other
organizations, is a step toward meeting a goal of the Board of Supervisors to "drown-proof" Henrico. The
aquatics center will also provide Henrico high schools a central location for swim meets.
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The recommended plan includes a continuation of enhancements to the County's efforts in the area of
sports tourism. For Recreation, this includes an additional $10.0 million for the second phase of Glover
Park, $4.2 million for the renovation and expansion of fields at Dorey Park, as well as the second year of
operating costs for the renovation of high school athletic fields. Additionally, the County is navigating the
public-private procurement process for an indoor sports facility, which could help Henrico significantly
tap into the economic impact in this area and also provide a community meeting place large enough to
host gatherings such as high school graduations. The debt service budget includes $1.0 million to keep
this project on track for award later in 2019.
In addition to the approved General Obligation Bond Projects and resources for Public Works projects, the
Capital Budget includes $4.5 million to expand Police's Evidence Storage Facility and $1.5 million to add
classroom space to the Police Firearm Range. It also provides $8.0 million for the construction of the new
Staples Mill Firehouse. Additionally, the Capital Budget includes the maintenance efforts of our school
division with $2.5 million in roof and mechanical funding and $6.1 million for general government facility
maintenance projects.
The Department of Public Utilities' budget for water and sewer, both operating and capital, ensures the
safety of drinking water to County residents and the safe transfer of sewage to the County's Wastewater
Treatment Center by maintaining the system's current infrastructure. To meet these goals, the budget
provides funding for significant annual maintenance projects and continued support for the Cobbs Creek
Reservoir project. This facility, under construction in Cumberland County, is scheduled for completion in
2021 and is expected to help meet the County's water supply needs for the next 50 years. All these costs
will be provided within a proposed rate increase, which amounts to $2.88 per month for the median
residential customer.
General Fund Revenues for FY2019-20

The total estimated General Fund
revenues for FY2019-20, prior to
transfers, are $1.1 billion, which
represent an increase of $54.5
million or 5.4%. Net of transfers
and uses of fund balance, the
County's overall General Fund is
proposed to increase by $46.8
million, or 5.4%.

Category

mo General Fund Revenues
FY19
mo

General Property Taxes
Other Local Taxes
Permits, Fees� and licenses
Fines & forfeitures
Use ofMoney & Property
Charges for Services
Miscellaneous Revenues
Total Local Revenues

Approved

$461.6M
$159.8M
$4.9M
$2.lM
$8.0M
$4.lM
$8.SM
$648.9M

Proposed
$487.3M

$168.6M
$5.3M
$2.1M
$8.2M
$4.lM
$11.2M
$686.7M

$8.8M
$0.4M

%
Change
5.6%
5.5%
8.3%

$0.2M
$0.0M
$2.7M
$37.8M

3.1%
{0.9%)
31.6%
5.8%

$

Change

$25.7M

-

-

5.5%
$14.6M
$278.SM
$263.8M
As you can see in the chart to the State Aid for Schools
2.1%
$47.0M
$0.9M
State Gasoline Tax
$46.lM
right, most of the revenue growth AH Other State & federal
1.3%
$47.9M
$49.lM
$0.6M
can be attributed to local Total State and federal Revs. $357.9M
4.7%
$374.6M
$16.7M
resources, primarily General
5.4%
$1,006.SM $1,061.3M $54.SM
Total General Fund Revs.
Property Taxes and Other Local
5.7%
{il34.9Ml {S14l.7 M} (�7.7 Ml
Taxes. Specifically, within these Transfecs[Cash Reserves
5.4%
$918.7M
$46.8M
$871.9M
areas, growth is isolated in real TOTAL NET REVENUES
estate taxes, personal property taxes, and local sales tax. In the area of State Aid, the FY2019-20 budget
conservatively estimates these resources, with State Aid for Education increasing $14.6 million while
minimal revenue growth continues to be experienced for State Aid for General Government. These
estimates will be exceeded based on the State budget adopted by the General Assembly. Lastly, even
though the BPOL exemption is proposed to increase from $300,000 in gross receipts to $400,000, this
revenue is still projected to increase.
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Real Estate
Real estate tax revenues in the Proposed Budget reflect an overall increase of $21.5 million from the
current fiscal year estimate. The total real estate tax base, inclusive of new construction and
reassessment, increased by 6.1%. Residential reassessments increased 3.5%, with commercial
reassessments increasing 6.6%. New construction in 2018, both commercial and residential, added
$595.8 million to the real estate tax base.
The increase in the real estate tax base reflects current conditions in the local market. However, recent
data regarding new and existing home sales nationally show sales slowed over the past year. Further, if
the Federal Reserve continues to raise interest rates as it has over the past year, mortgage rates will also
continue to rise. This has the potential to make home mortgages less affordable. These reasons prompt
us to look cautiously toward 2020.
The Continuing Impact of Visitors
The County's tourism efforts continue to drive
V�SITOR SPEND.ING IN HENR:1co
growth in sales tax, meals tax, and hotel/motel tax
23% increase from 2012 to 2017
receipts. In fact, during 2017, the County recorded
a 4.1% increase from tourism spending and, again,
had the fifth highest tourism spending total of any
Virginia locality, according to the U.S. Travel
2014----+ $828.6M
Association. Henrico topped all localities in central
Virginia and trailed only the counties of Arlington,
2015 - $852.2M
Fairfax, and Loudoun and the city of Virginia Beach.
2016 - $879.6M
In fact, since 2012, tourism spending in Henrico
2017 - $915 9M
County has increased 23%. To put that percentage
in context, the total real estate tax base increase
$0
$200
$400
$600
$800
$1000
Virgima Tourism Corporation
from new commercial construction during this
same time period totaled 3.2%. Under the direction
of the Board of Supervisors, Henrico has taken steps to highlight our County to the world. In March 2013,
the Visit Henrico campaign was launched to promote Henrico as a destination for tourists and recreational
sports tournaments. The results continue to impress. As a result of prior investments for Glover Park and
future investments approved by the voters in the 2016 General Obligation Bond Referendum, the impact
of visitor spending should continue to grow.
It is important to note that the County recognizes the regional nature of tourism in addition to its local
impacts; the benefits extend throughout central Virginia when the industry grows. Henrico is a key partner
of Richmond Region Tourism and supports its mission to boost tourism across the area - in fact, the
County provides the most funding for the organization of all localities in our region.
State Funding
In looking at projected revenues from the State in the budget, a net increase of $16.7 million is anticipated,
with the majority of the increase in the area of State aid for K-12 Education. These estimates will be met
based on the budget adopted by the General Assembly in February. State aid for Schools is increasing $14.6
million, which is 87.5% of the total State aid increase, while all other sources from the State reflect a net
increase of $2.1 million. While increased aid from the Commonwealth is positive as it represents
approximately one-third of all General Fund revenues, Henrico County must continue to be extremely
cautious when appropriating these funds due to our history with the State's frequent inability to meet its
revenue estimates.
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Finally, FY2018-19 marked the tenth year since the end of the last recession-the Great Recession. While
the national economy has embarked on one of the longest periods of economic growth in modern times,
the economy is cyclical in nature. A downturn is inevitable.
Rewarding Service - Salary and Benefit Cost Increases in the FY2019-20 Budget
Across all agencies in the County, the one constant for the excellent services provided to the citizens is
the employees who provide them. Being able to attract and retain the best employees who exemplify
"The Henrico Way" is critical to meeting the expectations of residents, which is why making sure our
employees are the best compensated is important, no matter what service they provide. As such, 57% of
the General Fund budget increase is dedicated to compensating the workforce. Henrico has fewer
employees serving our residents in total by any metric. As we ask our employees to do more, they should
be rewarded for the exemplary efforts they continue to produce.
The budget recommendation includes a 3% merit-based salary increase for all General Government and
Schools' employees, effective July 1, 2019. In addition to the 3% salary increase, the budget for Schools
includes $3.8 million as the first step to tackling salary compression for HCPS employees as identified by
the committee formed to study this issue. An additional $1.9 million is included within General
Government departments to address identified compression. For Schools, the goal of this budget was to
put a compensation plan together that would make sure there was less compression within their ranks
and help the Superintendent establish a career development track for teachers. In total, the cost to
provide these compensation increases is $24.2 million.
In addition to a salary increase, the proposed budget recognizes the ever-rising costs of health care. While
the employees' portion of health care premiums has increased and changes to the plan were required to
have employees share in the burden of these cost increases, there has been a deliberate effort over the
years to keep employees' health insurance as affordable to our employees as possible. This has resulted
in Henrico County having among the lowest health care premiums of any government in the Richmond
region. For FY2019-20, the County's share of health care premiums reflects an increased cost of $7.4
million. This funding not only minimizes the burden on the employees, but also makes every effort to
avoid using the reserves of the health care fund. It also is a hiring tool for a continued pipeline of
excellence that we expect from all employees.
Focus on Core Services - Education and Public Safety
The Proposed Budget continues to emphasize strategic investments in the County's top priorities:
Education and Public Safety. Again, over 83 percent of the incremental revenues in the FY2019-20 budget
recommendation are allocated to these top priorities.
FY2019-20 Proposed Schools Operating Budget
The overall General Fund budget for Schools is increasing $29.3 million, or 6.1%, to $514.4 million,
representing 56% of the entire General Fund budget. The increase in the General Fund budget for Schools
is significant as it reflects the largest increase in the HCPS budget since the FY2006-07 Approved Budget.
With the improvement in scores on the Standards of Learning (SOL) assessments, the focus on improving
the physical structure of our school facilities, and the increasing diversity of our school community, now
is the time to invest further in our students, who will represent the future workforce of the County.
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The increase for the General Fund is only part of the picture when it comes to the resources provided to
our school system. Also included in the FY2019-20
Proposed Budget is an increase for the debt service for
school capital projects, the increase for the School Bus
Replacement Program, the addition of local resources to
the Children's Services Act program, and the Schools'
portion of incremental funding for Risk Management,
bringing a total of nearly $35.0 million of incremental
General Fund resources to our school system.
Further, the Proposed Capital Budget includes sufficient
appropriation to replace both J.R. Tucker High School and
Highland Springs High School at a total cost of $95 million
per school for a total of $190 million. The plan to fully fund
these critical projects, as shown on the right, combines the
bonds that were approved in the 2016 Bond Referendum
with bond premiums, unappropriated Meals Tax revenues,
other reserves, the $9 million of current Meals Tax
revenues that are allocated to maintenance projects,
identified savings from both Bond and Meals Tax projects
that are completed, and $13.7 million of Virginia Public
School Authority Bonds (VPSA). This funding plan will
assure both projects are finished before the fall of 2021 as
promised when announced in September 2018.
As you will recall, last spring an agreement was made to commit to providing $3.2 million per year of
incremental resources over a three-year period to reduce class sizes and support teachers' efforts in the
classroom. The first $3.2 million allocation came as an amendment to the FY2018-19 budget in June 2018.
The FY2019-20 budget includes the FY2018-19 portion and a second allotment for FY2019-20 to provide
a total increase of $6.4 million. The additional $3.2 million for FY2019-20, along with reducing class sizes
provides additional teaching and instructional assistant positions for special education that will help
address issues identified in the special education report prepared by the group led by Anne Holton, the
former Secretary of Education in Virginia.
In addition to this prior commitment, the recommended plan continues other efforts our school system
put in place in previous budgets. The FY2019-20 budget includes an additional $1.7 million for the second
year of the implementation of a planning period for elementary teachers. Also included is the fourth
grade for the Achievable Dream Academy at Highland Springs, which will begin its third academic year this
fall. The budget includes the final $180,000 for the regional CodeRVA student slots. Finally, the Proposed
Budget includes an additional $1,000,000 in current General Fund revenues for the replacement of school
buses to minimize the repair costs of the County's school bus fleet. This finalizes the multiyear effort to
fully fund the School Bus Replacement Fund at a level of $4.0 million per year.
In November 2018, the County announced it would partner with the YMCA of Greater Richmond to build
the Henrico Aquatics Center near the Eastern Henrico Recreation Center. This facility, which will include
an eight-lane, 25-yard pool and a warm-water instructional pool with zero-depth entry, a family spray
area, and a waterslide, has long been a priority of the community. With the construction of the aquatics
center, HCPS will have a facility to host swim meets and have partners to teach every student in our
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schools how to swim. A new swimming program in our school system will be an essential step toward
meeting the Board's goal of making Henrico drown-proof.
Finally, the FY2019-20 Proposed Budget includes a recommendation to consolidate the Internal Audit
functions for Schools and General Government. The combined effort will report to individual Audit
Committees of the Board of Supervisors and School Board and will be able to combine resources to
provide all County agencies a more robust audit function. To enhance this work, an additional Auditor
position is recommended in the Internal Audit budget.
Neither of these efforts - drown-proofing Henrico and consolidating audit functions - would be possible
without the strong support of our new Superintendent Dr. Amy Cashwell and the School Board. I would
like to take this opportunity to personally thank Dr. Cashwell and each School Board member for backing
these initiatives.
Supporting Public Safety
Maintaining a safe and secure community is key to the quality of life provided in Henrico. After education,
funding for the County's public safety agencies is the highest priority. That is why a total of $10.3 million
of new resources is included in the FY2019-20 budget for public safety.
In addition to the compensation efforts mentioned earlier, providing for the professional development
and training of our first responders is key to providing the highest quality of emergency response. In total,
$276,295 among Fire, Police, and the Sheriff's Office is recommended for a variety of training efforts
including increased tuition reimbursements, a new program for training paramedics, and increasing
funding for training conferences.
Within the Division of Fire, the budget continues to alter the response model for less urgent calls for
service. The Division of Fire's EMS and CARE {Community Assistance Resources and Education) programs
include a Basic Life Support {BLS) transport program, which runs during peak call hours to relieve the
Advance Life Support {ALS) medic units the County currently employs to respond to these calls. In
addition, the CARE program sends a Community Response Team to visit patients who do not require
emergency services. The second-year cost of $444,971 reflects the net new costs to continue this effort
and includes the purchase of a new medic unit to support the BLS program, which is added to the Fire
Apparatus Program.
To provide Fire's first responders with the proper equipment necessary, several new initiatives are
included in this budget recommendation. First, the budget includes $183,910 to fund the lease of new
ZOLL patient care monitors. The new monitors provide additional cardiac capabilities for patients and
provide consistent, quality compressions during transport. Second, the Division will implement a
Firehouse Refresh Program in FY2019-20 at an annual cost of $177,285. This will allow for the
replacement of appliances, carpet, and improve the overall environment of three firehouses per year.
Finally, the budget includes funding to replace extrication equipment on a regular basis.
For the Police Division, the proposed budget enhances staffing in critical areas. In the area of Animal
Protection, two Animal Protection Officers and an Animal Protection Sergeant are included to assist
increasing calls for this specialized area, which has the highest call volume per officer. In the area of 911
Communications, three front-line supervisors will provide additional supervision and call support in this
most critical area. These three positions are in addition to a position added to this area during FY201819. Two civilian positions are proposed to provide support for the Division's professional standards and
staffing needs. The civilian positions would also allow for sworn personnel to be reallocated to other
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areas. Additionally, the FY2019-20 Proposed Budget recognizes the addition of three School Resource
Officers added in the latter half of FY2017-18 to support the Henrico Police Athletic League {PAL) program.
In addition to staffing, the recommended budget includes funding to implement new programs within the
Police Division's budget to replace equipment on a regular basis. This includes $121,855 to provide a
program to replace investigative tools and $100,000 to provide annual funding for ballistic equipment
replacement. The budget also includes funding to support the new Emergency Medical Dispatch system
being implemented to provide 911 dispatchers improved abilities to determine an accurate response to a
911 call.
In response to the increased workload put upon the Commonwealth's Attorney's Office related to body
worn cameras, the proposed budget includes two new positions - an attorney and a paralegal. This,
along with other resources provided to the Commonwealth's Attorney's Office, will help meet the
mandate (employing one commonwealth's attorney position per 75 body cameras in use) included in the
State budget adopted by the General Assembly this past session. Further, we will work with the
Commonwealth's Attorney to assure that office has the resources necessary to support our public safety
needs.
November 2016 Bond Referendum
The FY2019-20 Proposed Budget continues to include
capital and debt service costs related to the overwhelming
approval of the $419.8 million 2016 Bond Referendum.
The projects in the Capital Budget are listed in the chart to
the right. All bond projects proposed in the Capital Budget
are, in some form, already underway. For the high school
and elementary school projects, planning and design
funding was approved in previous capital budgets. The site
,..�,.
for ACE Center at Glen Allen High School was planned with totat,mai••e..o.a.,o,
the construction of that high school. The planning for the
Staples Mill Fire Station and improvements to Dorey Park were approved in the FY2018-19 Capital Budget.
Finally, work continues to complete the development of Glover Park.
Economic Development Efforts
The Proposed Budget includes recommendations to continue the positive momentum of our local
economy. On the tax side, the recommendation is to increase the BPOL tax exemption threshold from
$300,000 to $400,000. The $100,000 exemption was set in 2000, which was at the end of a four-year
phase-in. Increasing the exemption to $400,000 will make Henrico even more attractive to prospective
businesses than other large localities in Virginia and will exempt an additional 650 existing businesses
from paying the tax. Over a three-year period, more than 3,600 businesses will be made exempt from
paying BPOL tax. Henrico now has the second highest number of jobs in the state, trailing only Fairfax
County. We are punching above our weight class. This recommendation will support county businesses
and enhance their ability to create even more jobs.
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In the area of sports tourism, the budget funds the
operating costs to maintain the second group of
high school fields that are currently being
renovated. This continues to build on the plan to
enhance our field capacity as the estimated
economic value turned away because of
insufficient field capacity is $57.1 million in 2018,
which is 16% greater than in 2016. The expansion
of field capacity in Henrico is crucial to attracting
new sports tournaments to the region. However,
this is not the lone reason to renovate these fields.
Citizen use is paramount in the design, and the
renovated high school fields will be available to
residents when not in use for school or tournament
purposes.

In addition to athletic field capacity, there is untapped potential for indoor sports that is estimated at a
value of over $32.6 million annually. As such, the County has been in negotiations for a public-private
partnership to construct an indoor sports facility, that could also serve as a convocation center for County
events such as high school graduations. In anticipation of an agreement being made and the costs for this
facility coming to fruition, the FY2019-20 Proposed Budget includes $1.0 million for debt service to cover
the first-year payment on debt required to finance this project.
Maintaining an attractive community where people want to live is another vital aspect of the County's
economic development efforts. The budget for FY2018-19 took a positive step in this direction by adding
a Housing Specialist and identifying $2.0 million for a Community Revitalization Fund. Further, in
February changes were made to the County's ordinances to provide additional tools to address blighted
properties in our aging neighborhoods. These include expanding the Reinvest programs for both
commercial and residential properties to encourage property owners to improve their properties and
additional tools to allow the County to intervene when owners fail to do so. In addition to these policy
tools, a proposal will be put forward to partner with the Maggie Walker Community Land Trust to acquire
and maintain properties to provide affordable housing to qualifying households.
The budget for FY2019-20 will build on these changes by identifying funding for the creation of a Housing
Advisory Committee. This committee would provide expertise and policy advice on a broad-range of
housing issues, including recommendations related to short and long-term housing goals. They would
also assist in identifying areas to target for revitalization, provide sustainable revitalization strategies, and
evaluate housing relief and assistance programs.
All these efforts continue the successes of prior changes, including the reductions of the personal property
tax rate for data centers in 2017, the airplane personal property tax rate in 2016, the machinery and tools
tax in 2016, the reductions in BPOL tax, the undertaking of the Cobbs Creek Reservoir project, and the
reduction of water and sewer connection fees in 2016. In addition, Henrico again affirms its practice of
not charging a stormwater tax or assessing an ambulance fee. These initiatives, combined with our
exceptionally low real estate tax rate, make Henrico stand out to new business prospects.
Maintaining and Expanding the Transportation Network
Henrico is one of only two counties in Virginia that maintains its secondary road network, one that is the
third largest road network in the Commonwealth. This responsibility has proven to be a key piece of
Henrico's economic development strategy as the County is not overly reliant upon other governmental
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partners to provide the necessary road infrastructure to support continued business expansion. The
proposed budget builds upon the efforts of the past to fulfill prior commitments and provide additional
opportunities in the future.
The Proposed Capital Budget for FY2019-20 includes funding for two projects with prior appropriations Woodman Road and Oakley's Lane. The recommendation for the extension of Woodman Road from
Greenwood Road to Brook Road is $1.8 million and provides additional local resources to support this
ongoing project. The budget includes $5.2 million for the widening of Oakley's Lane, which will include
curb and gutter and drainage improvements.
In addition to these two projects, the Capital Budget continues the funding efforts for stormwater and
pedestrian improvements. The budget proposal will build on the successes of both efforts as the County
has already achieved a 16% pollutant reduction and constructed 33 miles of sidewalk since 2014. As the
Board is aware, the County utilizes the $2.5 million in annual pedestrian improvement funding to leverage
millions in State and Federal funding sources for these improvements that citizens have requested. As
such, the plan is to complete an additional 20 miles over the next three years. For new road projects, the
proposed budget includes a $500,000 increase in the allocation of Motor Vehicle License Fees to fund
feasibility studies for future State and Federally funded road construction projects. Providing this, in
addition to the $1.0 million already allocated for road construction, enhances the County's ability to
further leverage outside resources for the County's network.
To manage the current and future project workload, the operating budget includes three additional
positions within the Construction Division of Public Works. Other recommendations in the operating
budget for Public Works include $465,000 for incremental cost increases related to GRTC Mass Transit
costs. This includes providing full-year funding for the transit expansion approved with the FY2018-19
budget. These included extending the former Pemberton Route to Short Pump (Route 19) and expanding
hours of service on three routes: The Seven Pines route (Route 7), the Laburnum Connector (Route 91)
and the Short Pump route. The enhanced service hours on the three routes, with the extension of service
to Short Pump, increased ridership 50% and averaged over 5,000 passengers on the new Route 19 since
September 2018.
Adding Fiscal Structure
The Proposed Budget for FY2019-20 provides resources to bring further fiscal structure - ongoing
revenues for ongoing expenses -to the County's budget. Each structural initiative continues a multiyear
effort to add to this fiscal balance to meet the needs of our residents.
First, the budget continues to provide ongoing revenues to the County's Technology Replacement Fund.
Established in FY2000-01, this fund ensures all general government employees have the computer tools
necessary to complete their jobs. This budget adds $250,000 in ongoing revenues for a total of $2.8
million, which minimizes the use of the fund's reserves.
Second, the Proposed Budget adds $1.0 million of ongoing revenues to the County's Risk Management
Fund. This is the second year of a multiyear effort to minimize the necessity of a budget amendment from
the Risk Management reserve each December for this area. The impact has been immediate, as the
$500,000 added to the FY2018-19 budget helped reduce the midyear amendment from $5.8 million to
$5.2 million.
Finally, the budget continues the efforts to minimize the use of reserves in the County's Central
Automotive Maintenance (CAM) operation. This budget first allocates additional funding to Fire and HCPS
to more accurately reflect the costs of repairing fire apparatus and school buses -an area in each budget
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that requires budget savings to cover each year. To assist in minimizing these repair costs, this budget
fully funds their replacement programs as discussed earlier. Finally, the Proposed Budget continues the
three-year implementation of rate increases for CAM'S hourly labor rate with a $5 increase and a lC fuel
markup. This is the second year of a three-year phase-in to more accurately reflect these internal costs.
These adjustments are consistent with ones made elsewhere in the budget to ensure its fiscal structure.
Other changes include support for license updates in Information Technology and additional funding for
operations in the Sheriff's budget. Each proposal is an attempt to maintain Henrico's reputation as a well
managed locality and its position as one of 47 counties nationwide to achieve a triple-AAA bond rating.
Finally, it should be noted that last year,
Henrico's surplus was greater than the
combined surpluses of Chesterfield, Hanover
and Richmond. While each local government in
our region has different fiscal realities, Henrico
has a strong track record of recording annual
surpluses.

Budget Surplus as of June 30, 2018
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Capital Budget
Outside of the 2016 General Obligation
Referendum projects, the FY2019-20 Capital
Budget brings forward several projects that
■ Budget Surplus
focus
on
maintaining
the
County's
infrastructure in a cost-effective manner. This includes $2.5 million for HCPS' mechanical improvements
and roof rehabilitation projects and $6.1 million for various general government maintenance projects,
including funding for the County's information technology infrastructure. Maintaining vital infrastructure
is key to avoiding significant replacement costs in the future. This remains a focus in the Capital Budget.
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In addition to the ongoing maintenance efforts, there are two additional public safety projects specifically
for the Police Division. The first is the replacement of Police's Evidence Storage Facility to expand the
Division's capacity to keep evidence in a safe and secure environment. The second project is an addition
of classrooms and offices at the Police Range. Finally, the Capital Budget includes an additional $2.0
million for the Henrico Aquatics Center to fund additional costs related to a higher than anticipated
construction estimate.
Increasing Recycling Costs
A national trend the County is addressing is the increasing costs to process recyclable materials. This is a
result of international buyers refusing to take certain materials due to contamination and their inability
to utilize contaminated materials. While public information campaigns have been undertaken to get the
recycling public to minimize this contamination, the costs imposed by recycling collectors have still gone
up. Locally, that cost is now $30 per ton to handle recycling materials. As such, a midyear amendment
was approved in February 2019 to add $330,000 for this additional cost in FY2018-19. This budget
recommends increasing the costs for recycling $657,405 for the full-year impact of this new cost. Of that
total, $300,334 will come from the General Fund while the remainder will be supported with Solid Waste
revenues. As recycling markets continue to change the County will need to consider how these costs are
covered in the future.
Water & Sewer
The Proposed Budget for the Department of Public Utilities' Water & Sewer system includes an increase
in water and sewer rates necessary to provide service to all residents and businesses while meeting
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infrastructure demands and the requirements to maintain the AAA bond rating for the Water & Sewer
system. This rate increase, which translates to an additional $2.88 per month for the median residential
Utilities' customer, will support operational and capital project needs. Within the operating budget, $1.9
million will be allocated to debt service costs, which includes a new bond issuance during FY2019-20. The
Capital Budget contains numerous projects to maintain and rehabilitate the County's Water and Sewer
system and includes significant improvements and expansion at the Water Reclamation Facility to meet
regulatory requirements.
Summary
The FY2019-20 Manager's Proposed Budget tackles the County's funding priorities on multiple fronts. It
funds the Schools' budget with an increase not seen in over a decade while supporting our employees
with a well-earned salary increase and paving a path for rewarding our longest-tenured teachers. It
supports Public Safety operations; it continues to improve our transportation network. Further, this
budget continues to make Henrico County more attractive to businesses and establishes new tools to
revitalize distressed pockets within our community. This budget moves Henrico forward in every way
possible.
The Capital Budget honors the commitments made to County residents by initiating the voter-approved
2016 Bond Referendum projects and proposes to rebuild two high schools. Regarding the high schools,
Henrico has not undertaken an effort to build multiple new high schools at the same time since Henrico,
Tucker, and Varina were all opened in the early 1960s. In addition, this budget continues to maintain the
current infrastructure and provides funding to enhance the County's road and pedestrian network.
The local economy is solid and moving in a positive direction, but every economy is cyclical. At some point
soon, we will experience another downturn. Each prosperous year that passes brings us closer to a
recession of some sort. Adding structure back to the budget allows us to begin preparations for the next
economic storm. This is not our first exercise in this realm. With strong reserves and a history of fiscal
prudence, we have a proven track record of navigating the highs and lows of our cyclical economy. This
budget is not a one-year depiction of revenues and expenditures. It has been put forward with the
understanding that cycles come and go. Henrico always takes the long view and a multi-year perspective.
This budget would not have come together without the many hours of hard work by staff. Henrico County
employees have been asked to serve with significantly fewer resources, and because of their efforts and
the continued work and vigilant oversight of our Board of Supervisors, this County has continued to be
successful. The commitment to service is what embodies "The Henrico Way," and I am truly grateful and
appreciate all that our employees do.
In closing, I would like to thank you, our dedicated Board of Supervisors, for your input and guidance in
this most important process. As always, the staff and I stand ready to assist you as you seek to chart the
course for the future of our community.

County Manager
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