Under standing the Budget

Facts About The Budget

Glossary
A glossary of terms can be found at the end of the Budget Document.

Development of the Annual Budget

Each year, the County publishes two fiscal plan (budget) documents: the Proposed Fiscal Plan and the Adopted Fiscal
Plan. The Proposed Fiscal Plan is the annual budget proposed by the County Executive for County government
operations for the upcoming fiscal year, which runs from July 1 through June 30. The proposed budget is based on
estimates of projected expendituresfor County programs, aswell asthe means of paying for those expenditures (estimated
revenues). Following extensivereview and deliberation, the Board of County Supervisorsformally approvesthe Adopted
(or final) Fiscal Plan.

Asrequired by the code of Virginia, Sections 15.1-160 and 15.1-602, the County Executive must submit to the Board of
County Supervisors a proposed fiscal plan on or before April 1 of each year for the fiscal year beginning July 1. After
an extensive budget review and deliberation process and two public hearings to receive citizen input, the Board of
County Supervisors makes its decisions on the Adopted Fiscal Plan. Thefiscal plan must be adopted on or before May
1 of each year per the code of Virginia Section 22.1-93. A calendar of events for budget development activities for
Fiscal Year 05 (July 1, 2004 - June 30, 2005) is included on the following page to describe the budget development
process in greater detail.
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Fiscal Year 05 Budget Development Process - Calendar of Events

July thru August

Phase I: Agencies report to Office of Executive Management on prior fiscal year performance in achieving
adopted agency outcomes and service levels

Agencies submit Capital Improvements Program (CIP) updates and new project requests to Office of Executive
Management for review, analysis, and recommendations

October - Mid February

Department Directors/Department Budget Contacts meet with Budget Director/Budget Staff to review prior
fiscal year performance and upcoming fiscal year goals, objectives, activities, outcomes, and service levels

October 25

Phase Il: Budget instructions and performance budget targets, including outcomes, service levels, revenues,
expenditures, and County tax support, are distributed to agencies by Office of Executive Management

November 25

Agencies submit Phase |1 budget increase requests and responses to performance budget targets to Office of
Executive Management for review, analysis, and recommendations

December thru January

Office of Executive Management meets with agenciesto discuss Phase |1 budget issues and recommendations

January 20

County Executive presents Proposed CIP to the Board of County Supervisors
February 24

County Executive presents Proposed Fiscal Plan to the Board of County Supervisors

March thru April

Board of County Supervisors conducts community meeting with the public and budget work sessions with
County government staff to review and deliberate the budget

March 6

Board of County Supervisors authorizes the advertisement of proposed tax and levy rates

March 22 and March 23

Board of County Supervisors conductstwo public hearings regarding the proposed budget and tax and levy rates
April 20

Fiscal year and execution of agency budgets begin
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The Budget in General

The budget reflects the estimated costs of operation for those programs and activities that received funding during the
budget development process. To adequately pay for the costs of County services to a growing population, the total
budget adopted for the upcoming fiscal year normally shows an increase over the budget for the current fiscal year.

Financially, the budget is comprised of four fund types: the General Fund, Special Revenue Funds, the Capital Projects
Fund and Proprietary Funds. Functionally, the County government services and expenditures are organized into the
following sections within the Fiscal Plan document:

General Government
Administration

Judicial Administration

Planning and Development

Public Safety

Human Services

Parks and Library

Debt/Capital Improvements Program
Non-Departmental

© 0 No g b~ wDdPE

The Relationship Between the Capital | mprovements Program and the Budget

The County also prepares a six-year Capital |mprovements Program (CIP) which is adopted by the Board of County
Supervisors and published as a separate document. The CIP specifies those capital improvements and construction
projects which are scheduled for funding over the next six years in order to maintain or enhance the County’s capital
assets and delivery of services. In addition, the CIP describes financing mechanisms for those projects. Financial
resources used to meet priority needs established by the CIP are accounted for through the Capital Projects Fund.

The primary type of operating expenditure included in the budget relating to the CIP is funding to cover debt service
payments for general obligation bonds or other types of debt required to fund specific CIP projects. The Debt/Capital
Improvements Program section of the Fiscal Plan document provides detailed information on debt management
considerations.

Also, the Capital Improvements Program identifies the facility operating costs, program operating costs, and operating
revenues associated with each approved capital project. Funding for capital facility operating requirementsisincluded
when and where needed in the operating budgets for the appropriate agencies consistent with costs projected in the CIP,

A summary of the Capital Improvements Program is also included in the Debt/Capital |mprovements Program section
of the budget document.
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Amending the Budget

The County provides for amendment of the adopted budget in two ways. First, the budget for any fund, agency,
program, or project can beincreased or decreased by formal Board of County Supervisorsaction (budget and appropriation
resolution). Any budget amendment which involves an amount exceeding the lesser of one percent of the total revenue
shown in the current adopted budget or $500,000 may not be enacted without first advertising and then conducting a
public hearing. The advertisement must be published once in a newspaper with general County circulation at least
seven days prior to the public hearing. After obtaining input from citizens at the public hearing, the Board of County
Supervisors may then amend the budget by formal action.

Second, existing authorized budget amounts can be transferred within agencies and programs or between agencies and
programs upon various|evel s of authority as set forth in County Executive Policy 4.11 (Budget Transfers). The authority
level required for budget transfers varies depending on the nature and amount of the budget transfer involved and is
specified in the budget transfer matrix governing implementation of the policy (see matrix below). The policy provides
operating flexibility while ensuring adequate policy and fiscal control.

Budget Transfer Matrix

Transfers Within Fund, Department, and Expenditure Category (Object Level 1)

Transfer Department BOCS
Category Head Approval Approval

Within expenditure category
Character $1+ NA

Transfers Within Fund and Department Between Expenditure Categories (Object Level 1)

Transfer Department BOCS
Category Head Approval Approval
All $1 To $19,999 $20,000 +

Transfers Within Fund Between Departments

Transfer Department BOCS
Category Head Approval Approval
All $1 To $19,999 $20,000 +

Transfers Between Funds and Subfunds* and Projects

Transfer Director of BOCS
Category Finance Approval Approval
All $1 To $19,999 $20,000 +

* Transfers between subfunds within funds 11 - 39 do not require Board of County Supervisors (BOCS) approval if > $19,999 and
within an expenditure category (object level 1); BOCS approval isrequired if transfers between expenditure categories (object level
1) as specified above.
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Operating Funds

Governmental Fund Types

General Fund

General Government

Board of County Supervisors
Office of Executive Management
County Attorney

Administration

Board of Equalization
Contingency Reserve

Finance

General Registrar

Human Rights

Information Technology

Self Insurance

Unemployment I nsurance Reserve

Planning and Development

Economic Development

Planning

Transfer to Transportation

Transfer to Litter Control

Prince William County/Manassas
Convention and Visitors Bureau

Public Works

Public Safety
Fire & Rescue

Police

Public Safety Communications
Transfer to Adult Detention Center
Sheriff’s Office

Judicial Administration

Clerk of the Court
Commonwealth’s Attorney
Criminal Justice Services

General District Court

Juvenile Court Service Unit
Juvenile & Domestic Relations Ct.
Law Library

Magistrates

Human Services

Area Agency on Aging

At Risk Youth & Family Services
Community Services Board
Cooperative Extension

Office on Youth

Public Health

School Age Care

Social Services, Department of

Parksand Libraries
Contributions

Library

Park Authority Contribution

Debt/CIP

Capital Improvements Program
Transfer to Construction Funds
General Debt

Non-Departmental
Unclassified Administrative
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Operating Funds

Governmental Fund Types (continued)

Special Revenue Funds Capital Projects Funds
Prince William County Public Schools Education Planning & Development
Regional Jail PWC Public Schools Public Works

Housing & Community Development
Special Levy District

Transportation

Fire and Rescue Levy

Proprietary Fund Types

Enterprise Funds Internal Service Funds
Solid Waste Self Insurance

Service Authority Data Processing

Park Authority Fleet '
Special Tax Districts Public Works Operations

Fiduciary Fund Types

“ Regiona School Program Fund Potomac Rappahannoock
Transportation Commission
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Prince William County Accounting System

Basis of Budgeting

The County’s governmental functions and accounting system are organized and controlled on a fund basis.
Accounts are maintained on the modified accrual basis of accounting for governmental, expendabl e trust, and
agency funds. Revenues are recognized when measurable and available as current assets. Expenditures are
generally recognized when the related services or goods are received and the liability isincurred. Proprietary
funds are accounted for on the full accrual basis of accounting, which requires that revenues be recognized in
the period in which serviceis given and that expenses be recorded in the period in which the benefit isreceived.
The basis of budgeting for each of these funds is the same as the basis of accounting for each of these funds.

Governmental Fund Types

Most of the County’s governmental functions are accounted for in Governmental Fund Types. These fund
types measure changesin financial position rather than netincome. Thefollowing arethe County’s Governmental
Fund Types:

A.

General Fund

The General Fund is used to account for all financial transactions and resources except those required to be
accounted for in another fund. Revenues are derived primarily from property and other local taxes, State
and Federal distributions, license and permit fees, charges for services, and interest income. A significant
part of the fund's revenues are transferred to other funds to finance the operations of the County Public
Schooals, the Park Authority, and the Regional Adult Detention Center. Debt service expendituresfor payments
of principal and interest of the County’s general long-term debt (bonds and other long-term debt not serviced
by proprietary or specia revenue funds) are included in the General Fund.

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other than
expendabletrusts or major capital projects) that arelegally restricted to expenditures for specified purposes.
Specia Revenue Funds are used to account for volunteer fire and rescue levies, school operations, and the
Regional Adult Detention Center.

Capital Projects Fund

The Capital Projects Fund is used to account for financial resources to be used for the acquisition or
construction of major capital facilities (other than those financed by Proprietary Fund Types as discussed
on the following page). The Capital Projects Fund accounts for all current construction projectsincluding
improvements to and the construction of schools, roads, and various other projects.

Note: The County does not maintain Special Assessment Funds. The Debt Service Fund was eliminated on July 1,
1985, because there was no requirement for it.
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Prince William County Accounting System (continued)
.

62

Proprietary Fund Types

Proprietary Funds account for County activities, which operate, similarly to private sector businesses. These
funds measure net income, financial position, and changesin financial position. Thefollowing arethe County’s
Proprietary Fund Types:

A.

Enterprise Funds

These funds are used to account for operations that are: (a) financed and operated in a manner similar to
private business enterprises - where theintent of the Board of County Supervisorsisthat the costs (expenses,
including depreciation) of providing goods or servicesto the general public on acontinuing basis be financed
or recovered primarily through user charges; or (b) where the Board of County Supervisors has decided that
periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes. The following are
Enterprise Funds: the Prince William County Service Authority (which provideswater and sewer services),
the Prince William County Park Authority (which provides recreational services), and the Prince William
County Landfill (which provides solid waste disposal for the County).

Internal Service Funds

These funds are used to account for financing of goods or services provided by one County department or
agency to other departments and agencies on an allocated cost recovery basis. Internal Service Funds are
established for data processing, vehicle maintenance, road construction, and self-insurance.

Fiduciary Fund Types- Trust And Agency Funds

Thesefunds are used to account for assets held by the County in atrustee capacity or asan agent for individuals,
private organizations, other governments, and/or other funds. The County has established Agency and Expendable
Trust Funds to account for library donations, special welfare, and certain other activities. Agency Funds are
custodial in nature (assetsequal liabilities) and do not involve measurement of results of operations. Expendable
Trust Funds are accounted for in essentially the same manner as Governmental Funds.
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Users Guide: How to Read the Budget Document

The agency detail section of the budget document consists of the following elements of information that describe each
agency's organization, budget, and service delivery for FY 2005.

Agency Organization Chart

The chart presentsthe agency’s organi zational structure and the agency’srelationship to the County government
organization as awhole.

Mission Statement
The mission statement is a brief description of the purpose and functions of the agency.

Agency L ocator
The text indicates the agency’s location within the budget’s functional areas.

Expenditure and Revenue Summary
The revenue and expenditure summary provides historical and estimated expenditure and revenue information
for each agency. Four types of information are summarized for each fiscal year displayed:

A. Expenditureby Program - Thesefigures represent the amounts appropriated or expended for each program
within the agency.

B. Expenditure by Classification - All County agency expenditures are grouped into eight major categories
shown in this summary.

1. Personal Services: Saariesfor all full-time, part-time and temporary employees, including over-
time, Sunday and holiday pay, shift differentials, and per diem compensation for members of
certain boards and commissions.

2. Fringe Benefits: Compensatory payments on behalf of agency employees including social
security,health and life insurance, and retirement benefits.

w

. Contractual Services: Payments for products and services procured by the agency from contrac-
tors.

e

Internal Services. Payments for certain goods and services provided by one agency of County
government to other agencies; an example is data processing services.

5. Other Services: Expenditures to supply, equip, and train employees to deliver agency services;
certain Socia Services public assistance and service payments and contributions to outside orga-
nizations are also included under this classification.

(o2}

. Capital Outlay: Expenditures for tangible goods valued at $5,000 or greater.

7. Leasesand Rentals: Paymentsfor leases and rentals of goods, equipment, and property.

0o

. Transfers(Out): Operating transfers of moniesfrom the agency to another agency, fund, or subfund.
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Users Guide: How to Read the Budget Document (continued)

C. Funding Sources (revenues) - County agency revenues are grouped into as many as nine major categories
shown in this summary.

1. Permits, Privilege Fees, and Regulatory Licenses. Revenues received from entities or persons
engaged in an activity or enterprise which is regulated by the County government to ensure the
public’s health, safety, or welfare.

2. Finesand Forfeitures: Revenues received from persons guilty of infractions of the law.

3. Revenue from Use of Money and Property: Monies received from interest income or proceeds
from the sale, lease, or rental of an agency’s property.

4. Chargesfor Services: Feesthat agencies charge the users of their products or services to recover
some or al of the cost of the product or service rendered by the agency.

5. Miscellaneous Revenue: Various recovered costs, expenditure reimbursements, and gifts and do-
nations.

6. Revenuefrom Other Localities. Funds received from other units of local government.
7. Revenue from the Commonwealth: Funds received from the State of Virginia.

8. Revenue from the Federal Government: Funds received from the government of the United
States of America.

[(e]

. Transfers(In): Operating transfers of moniesto the agency from another agency, fund, or subfund.

D. Net General County Tax Support - The operating subsidy received by the agency; thisamount is calcul ated
by subtracting total agency funding sources (revenues) from total agency expenditures for each fiscal year.
For historical reference, final budget (appropriated) and actual expenditures and revenues are reported for
FY 03to allow comparisons. Adopted budget informationisdisplayed for FY 04 and FY 05. TheFY 04 and
FY 05 budgets are compared in the final column, which cal culates the percentage change between those two
fiscal years.

V. Strategic Goal
Statements of public policy adopted by the Board of County Supervisors through the 2001-2005 Strategic Plan.
There arefive County strategic goals: one each for Economic Devel opment, Education, Human Services, Public
Safety, and Transportation.

VI. BaseBudget Major |ssues
Narrative discussion summarizing major FY 05 base budget changes and other issues for the agency asawhole.

VIl. BaseBudget Savings Initiatives
As part of the FY 05 budget development process, County agencies joined together to examine and reduce the
base budget. Executive Management staff facilitated this process through regular management staff meetings
involving County agency directors and their key budget staff, with analytical support from the Budget Office.
This new budget process initiative produced base budget savings discussed in the agency pages.
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Users Guide: How to Read the Budget Document (continued)

VIII. Proposed Supplemental Budget Adjustments
Narrative discussion of increasesto the FY 05 budget. Discussion includes adescription of theitem and its cost,
itsrelevance to the 2001 - 2005 Strategic Plan, and the outcome and service level impacts of itsimplementation.

XI.

XI1.

X111,

XIV.

XV.

XVI.

XVII.

Agency Expenditure Budget History Graph

Bar and line graph display of the agency’s expenditure budget amountsfor each fiscal year fromFY 01to FY 05.
Unless otherwise noted, the amounts of net tax support and other funding sources which support each year’'s
expenditure budget are displayed within the bar representing each year’s expenditure budget.

Agency Saff
Total authorized full-time and part-time positionsfor FY 03, FY 04, and FY 05 are summarized for each agency
by program. Values are expressed in FTESs (full-time equivalents). One FTE is equal to one full-time position.

Agency Saff History Graph

Bar and line graph display of the total authorized full-time and part-time positionsfor FY 01 through FY 05 for
each agency asawhole. Valuesare expressed in FTEs (full-time equivaents). One FTE isequal to onefull-time
position.

Program Budget Summary

Each agency program has a box displayed under thetitle of the program that summarizes the program’s expen-
diture budget and authorized staffing for FY 04 and FY 05. Thedollar change and percent change between these
two fiscal years' expenditure budgets are al'so shown. In addition, the change in the number of authorized FTES
between fiscal yearsis displayed.

Desired Strategic Plan Community Outcomes by 2005

Key outcomes with targets that demonstrate how the community or individual will benefit or change based on
achieving the goal. Community outcomes are adopted by the Board of County Supervisorsin the strategic plan,
taken from the annual citizen telephone survey, or developed by agencies based on their mission and goals.

Outcome Tar gets/Trends
Multi-year trends for the community and program outcomes. The unit of measure is stated and the numerical
targets shown for FY 03, FY 04 and FY 05 as adopted by the Board of County Supervisors. Actual results are
shown for FY 02 and FY 03.

Activities
M easurable statements describing the jobs performed by each program to achieve the stated objectives.

Activity Costs
The cost for each activity isshown for FY 03, FY 04, and FY 05 as adopted by the Board of County Supervisors.
Actual costs are shown for FY 02 and FY 03.

Service Level Trends Table

Performance measures are displayed for each activity. Service level targets represent agency performance
objectivesfor theyear. Theunit of measureis stated and the numerical targets shown for FY 03, FY 04, and FY
05 as adopted by the Board of County Supervisors. Actual costs are shown for FY 02 and FY 03.
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