MINUTES
JAMES CITY COUNTY BOARD OF SUPERVISORS
BUDGET RETREAT
County Government Center Board Room
101 Mounts Bay Road, Williamsburg, VA 23185

ADOPTED

10:00 AM
FEB 24 201

A. CALL TO ORDER

Board of Supervisors

B. ROLLCALL James City County, VA

C. PRESENTATIONS

Mr. Bryan Hill opened the meeting by providing a summary of the goals of the retreat.
He stated that he was here to try to educate the Board on outstanding issues in the community.
He reminded the Board that there are five main issues that have emerged in his time here:
JCSA, Stormwater, Education, Economic Development, and the County appearance.

1. JCSA

Mr. Hill introduced Mr. Doug Powell, General Manager of the Service Authority. Mr.
Powell presented a PowerPoint presentation on the outstanding JCSA issues and an update on
the outstanding water permits with the Department of Environmental Quality. Following the
presentation, the members of the board discussed the contract with the Newport News
waterworks and the DEQ permit status.

2. Stormwater

Mr. Hill introduced Mr. John Horne, Director of General Services, to discuss the
stormwater issues in the County. Mr. Horne summarized the contents of the PowerPoint
included in the Board's packet. He detailed the history of the utility that was set up in 2008
and the revenue that was brought in during the five months that the utility was in operation.
He further discussed how a stormwater utility would be structured if the Board desired to go
forward with a new one in fiscal year 2016. He stated that compliance with the MS4 permits
are becoming more expensive each year and that the requirements are mandatory. Staff is
more prepared to run a stormwater utility than it was in 2008; however, there are a lot of
details that remain to be determined. A budget in FY17 would likely be $4.1 million dollars.
Not enough research has been done to determine what a per unit fee would be, but prices
range from $4 to $12 per unit in the region.

Mr. Onizuk questioned what a utility would do that is not being done for our citizens
now. Mr. Horne replied that it will allow us to meet our MS4 permit. Additional work will be
done to assist neighborhoods, including drainage and stormwater improvements. There would
also be a larger capital program, including more pollution prevention, control, and treatment
devices.
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Ms. Jones stated that a reason that she became involved in the community was because
of stormwater issues in her previous neighborhood. She identified problems in several
neighborhoods, including Fairway Villas and Fernbrook. She opposes a utility and feels that
these problems should be funded from the County's General Fund instead.

Mr. Hill explained that a majority of adjacent localities have funding sources for
stormwater; however, there is no such dedicated source in James City County. This makes it
difficult to fix expensive problems such as stormwater.

Mr. McGlennon stated that if there was not a utility with a fee, the $4.1 million cost to
resolve these problems would have to come from a tax increase or from a reduction in current
services elsewhere.

Mr. Hipple reminded the Board that today's retreat is for education and that decisions
regarding the budget will happen later.

Mr. Kennedy stated that the citizens of the County are faced with cost increases every
day and that the choices are simple: increase prices or reduce the services. The issues that are
on the table must be addressed. He questioned where there are other areas from which money
could be found, though he suspected that the options would be drastic.

Mr. Onizuk explained that even remaining at the status quo at this point is more
expensive than it used to be and that there are things that the Board needs to address to keep
James City County’s more ire place to live. We must be good at making sure that we get the
most out of our money but maintain at the quality of living to which we are accustomed.

3. FY15/FY16 Revenue Trends

Ms. Suzanne Mellen, Director of Financial and Management Services, briefed the
Board by giving PowerPoint presentation on revenue trends. She explained that the County
has been slow to grow out of the recession.

Mr. McGlennon asked about state support projections.
Ms. Mellen explained that that the state budget has reinstated the state support budget
item, which is where the localities have to return money to the state, which will cost James

City County up to $200,000.

4. Davenport Presentation

Mr. Hill introduced Mr. Courtney Rogers and Mr. David Rose from Davenport to brief
the Board on the numbers. Mr. Rogers explained that James City County's situation is similar
to other localities in the State; revenues are flat while local needs have been growing. Mr.
Rogers handed out a Comprehensive Financial Review document and went through the
PowerPoint provided previously to the Board.



Mr. Rogers explained that Moody's has not rated James City County as Triple A
because our fund balance has not been maintained. Mr. Hill explained that in the past several
years, the County has been drawing upon reserves to balance the budget, the effect of which
has been deficit spending. Mr. Hill and Mr. Rogers clarified that when the recession began in
2008, drawing upon reserves was a good idea; however, as time has moved on, this is no
longer considered to be a prudent option. Mr. Rogers explained that Moody's has two
concerns about James City County, which include budgetary performance and debt reserves.

Mr. Hill asked if the Board had questions for Davenport.

Mr. McGlennon asked if we were the smaller Triple A rated locality. Mr. Rogers
stated that this is the case, but that our other factors gave us a boost in the ratings, despite our
relatively small population size. Mr. Rose explained that there is an incentive to maintain a
larger fund balance.

Chairman Hipple asked if there is anything to watch in the future. Mr. Rose explained
that the Board should consider additional funding via taxes or otherwise to maintain the
ratings. Mr. Hill explained that we're approximately $0.10 behind each year on school and
County capital maintenance costs.

Mr. Kennedy asked Mr. Hill to look at loses on current property assessments. We need
to bring back our losses from the loss in assessments. If we increase the taxes to make up the
losses and assessments move up in the future, we can drop the tax rate back down.

Mr. Onizuk asked what the cost to the County citizens would be for a drop in investor
ratings. Mr. Rose explained that there is a dollar cost, but that the greater loss is when a
government loses its rating, a new tone is set in the community because a bond rating loss is
viewed as a government that is in a downward spiral. Dollar-wise, it's a multimillion effect on
borrowing costs via debt service. Deferred capital costs grow with each year and this is a
slippery slope upon which the County does not want to be.

Mr. Onizuk reminded the Board that if it doesn't make the right decisions now, the
citizens will pay for it in the future. Mr. Kennedy stated that the County's bond rating is an
important thing for the Board to consider. Mr. Onizuk agreed that the bond rating is a critical
responsibility of the Board.

5. Fiscal Health

Ms. Mellen concluded her PowerPoint presentation with a summary of Fiscal Health.

Mr. Hill reiterated the issues facing the Board in FY16 and beyond. He explained that
the goal is to answer all the Board's questions at the next work session.

D. BOARD DISCUSSIONS/GUIDANCE

Chairman Hipple asked the members of the Board to consider the materials and to
bring any questions and concerns to the next meeting.
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Mr Kennedy asked when the budget release date is. Ms. Mellen said that this was the
end of March. Mr Kennedy said that the Board must make difficult decisions in the next few
months.

Mr. Hill asked that the Board look at the calendar to see if additional work sessions
could be scheduled so that the Board could find a time to discuss the issues in a format similar
to today.

Mr. Kennedy asked if the Board is interested in revenue enhancement at all.

Mr. Hill stated that once he gets all the questions, he will show the Board what the
effects of an incremental increase or a one-time increase will be. This will allow the Board to
see the cause and effect of each.

Ms. Jones asked if there are any areas of operation in the County that could be reduced
or made more efficient instead of a tax increase. Mr. Hill stated that he always looks for
efficiencies in operation. He's already saved more than $200,000 and the County hasn't missed
a beat, but he still needs to know what the Board wants him to do with the larger outstanding
issues.

Mr. Onizuk recognized that revenues have gone down and that the expenses have gone
up. He recommends looking for efficiencies, but over the past years, we have been optimistic
on increased revenues from economic growth, the reality is that this has not happened. The
Board must decide if a revenue enhancement is necessary. He does not advocate spending
from reserves as we have been doing.

Mr. Kennedy stated that he reluctantly believes that the Board must look at revenue
enhancement. If we don't do so, some operations must be scuttled, which will not be popular.
He wants to improve economic development and to work with smaller businesses to bring
taxes up. The State budget has to grow. Over the past several years while also cutting our
budget. He wants to see continued efficiencies in staffing.

The Board agreed to set a tentative work session on February 21 from 8-10 a.m. This
will be finalized at the Board's next regularly scheduled meeting.

Mr. Hipple asked the board to start considering the information learned today so that it
is prepared for the work session.

E. ADJOURNMENT
1. Adjourn until 6:30 p.m. on February 10, 2015, for the Regular Meeting
A motion to Adjourn was made by Mary Jones and the motion result was Passed.

AYES: 5 NAYS: 0 ABSTAIN: 0 ABSENT: 0
Ayes: Jones, McGlennon, Onizuk, Kennedy, Hipple.

At 12:12 p.m., Chairman Hipple adjourned the Board.
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