AGENDA
Norton City Council
June 5, 2018

6:00 P.M.

1. Roll Call

2. Invocation — Rev. Ken Taylor

3. Pledge of Allegiance

4. Approval of Minutes

1. Meeting of May 15, 2018
5. Audience for Visitors
6. Public Hearing:
A. Public Hearing to Receive Public Input on the 2018-19 City of

Norton Budget Which Consists of a $9,669,460 for the General
Fund, $3,207,904 for the Enterprise Fund, and $1,386,620 for the

Social Services Fund.

1. Public Hearing
2. Comments by City Council

7. New Business

A. Consideration of the 2018-19 Fiscal Budget for the Norton City
Schools in the Amount $9,092,975, Which Includes Local Funds
Totaling $2,491,515.

B. Authorization to Advertise a Public Hearing for FY 18 Budget
Amendments.



C. Resolution Approving the Lease Financing for the Purchase of a
Commercial Garbage Truck.

D. Request to Enter into Contract with Thrower, Blanton, and
Associates for the Period of FY18 - FY20 Audit Services.

E. Closed Meeting for Personnel as Per Section 2.2-3711 (A) (1) of
the Code of Virginia as Amended.

1. Appointment to the Lonesome Pine Regional Library
Board to Fill the Unexpired Term of Lann Malesky
Whose Term Expires 6/30/21.

2. Appointment to the Norton Social Services Advisory
Board to Fill the Unexpired Term of Lann Malesky
Whose Term Expires 05/22/19.
3. Appointment to the Norton Social Services Advisory
Board to Fill the Unexpired Term of Ann Holbrook
Whose Term Expires 05/22/19.
8. Comments by the City Manager, City Attorney, and City Council.

9. Adjournment.



The regularly scheduled meeting of the Norton City Council was held Tuesday, May 15,
2018, at 6:00 p.m., in the Municipal Council Chambers with Vice Mayor Joseph Fawbush
presiding.

Present: Mark Caruso, Robert Fultz, Jr., Joseph Fawbush, and Delores Belcher

Also Present: Fred L. Ramey, Jr., City Manager and Bill Bradshaw, City Attorney

Absent: William Mays

The invocation was given by Pastor Freddie Powers and was followed by the Pledge of
Allegiance led by Police Chief James Lane.

Upon a motion by Councilwoman Belcher, seconded by Councilman Fultz, and passed
by unanimous vote, Council moved to adopt the minutes of the May 1, 2018, meeting as
presented.

There was no response to the Vice Mayor’s Call for Visitors.

A public hearing was held on the proposed 2018-2019 Norton City Schools budget. The
total operational budget is $9,092,975, of which, $2,491,515 is local funding and includes
$1,655,643 for operations, $813,765 for debt, and $22,107 for the Textbook fund.

Superintendent Gina Wohlford, Supervisor of Finance Jacquline Brooke, School Board
Chairwoman Sherry Adams, and Vice Chairman Mark Leonard were present representing
the School Board.

Vice Mayor Fawbush noted the public hearing had been duly advertised and then
opened the public hearing.

There being no public comments, Vice Mayor Fawbush closed the public hearing.

After a brief discussion, Vice Mayor Fawbush thanked Dr. Wohlford for answering
council’s questions.

Prior to presenting council with a PowerPoint presentation on the recent celebration of
the Wise Branch Library’s 60™ Anniversary, Lonesome Pine Regional Library Director
Amy Bond took a moment to remember Norton’s library board representative Lann
Malesky. Ms. Bond said Mr. Malesky was a passionate advocate for library services for
Norton residents and was a committed representative of Norton on the library board.

Ms. Bond stated the library began its 60™ celebration of the Wise Branch by showing a
vintage film that featured the creation of the Wise County Public Library in its original
building on Norton-Wise Road. She said Norton Elementary and Middle School (NEMS)
choir, led by music teacher Ms. Gabriella Barnette was the highlight of the program.

Ms. Bond discussed the many events the library conducts each year in the city and said
she hopes council can continue to fund library services at the current level.

Ms. Ginnie Stokes and Ms. Lynn Smith, representatives of the Friends of the Library,
spoke in support of the library stating it serves the entire community and they understand
the hard budget decisions council has to make. They said they are grateful to council for



continued funding and they asked council to consider the vital services the library provides
Norton citizens when deliberating the current budget.

Council had been presented a PowerPoint presentation on the city’s proposed 2018-
2019 Budget. Mr. Ramey advised council had provided guidance with portions of the
budget and that city administration had to make some assumptions using the governor’s
proposed budget and the school’s request for level funding.

Mr. Ramey shared historical revenue trends, the impact of annual inflationary cost on
the budget, uncontrollable external impacts, and debt service analysis. Mr. Ramey said the
proposed FY19 Budget includes no proposed revenue enhancements, the Enterprise Fund
includes a 75 cent increase to the Base Water Rate for both inside and outside city
customers, and level funding for Social Services. The City’s Proposed General Operating
Fund Budget totals $9,669,460, which represents an increase of $51,884. The budget
includes an increase in salaries and fringe benefits and a two percent cost of living (COLA)
increase for non-state supported positions. The Proposed Enterprise Fund totals
$3,207,904 and shows an increase of $75,654. This net budget increase is due to a
decrease in billable water consumption, the current debt schedule, and salary and benefit
savings. A 75 cent increase in the base water rate is included in the proposed budget in an
effort to make the Enterprise Fund more self-sufficient. Norton Social Services Budget
totals $1,386,620 and the city’s appropriation will remain level at $345,877. Mr. Ramey
said city administration is requesting authorization to advertise a public hearing on the
Proposed Fiscal 2018-2019 Budget.

Early in Mr. Ramey’s budget presentation, Mayor Mays entered Council Chambers and
took his seat on council.

Mayor Mays thanked the city manager and the city’s director of finance for their work
to present a balanced budget.

After comments and questions from council regarding needed capital projects,
Councilman Fawbush motioned to authorize the city manager to advertise a public hearing
on the FY 2018-2019 Budget as presented, seconded by Councilman Fultz, and passed by
unanimous vote.

Upon a motion by Councilman Fawbush, seconded by Councilman Caruso, and passed
by unanimous roll call vote, council moved to go into closed meeting to discuss personnel
as per Section 2.2-3711 (A) (1) of the Code of Virginia, as amended, and consultation with
legal counsel employed or retained by a public body regarding specific legal matters
requiring the provision of legal advice by such counsel as per Section 2.2-3711 (A) (8) of
the Code of Virginia as amended.

Mayor Mays declared council in closed meeting.

After attending the closed session, the city attorney left.
Upon a motion by Councilman Caruso, seconded by Councilwoman Belcher, and

passed by unanimous vote, council moved to go back into open meeting.
Mayor Mays declared council back in open meeting.



The Clerk polled each member of council as to the Certification of Closed Meeting
with each answering yes. The Clerk then read a Resolution of the Certification of Closed
Meeting.

Upon a motion by Councilman Fawbush, seconded by Councilman Caruso, and passed
by unanimous vote, council moved to adopt A Resolution of the Certification of Closed
Meeting. (Insert)

Mayor Mays opened the floor for nominations to Kids Central (Head Start) for a three-
year term to expire May 31, 2021.

Councilwoman Belcher nominated Scott Addison to be appointed to Kids Central
(Head Start) for a three-year term to expire May 31, 2021.

Upon a motion by Councilman Fawbush, seconded by Councilman Caruso, and passed
by unanimous vote, council moved that the nominations cease.

Mayor Mays declared Scott Addison appointed to Kids Central (Head Start) for a
three-year term to expire May 31, 2021.

Mayor Mays opened the floor for nominations to the Norton Industrial Development
Authority (NIDA) to fill the unexpired term of Glenn Teasley whose term expires May 10,
2021.

Councilman Fawbush nominated Roger Sloce to be appointed to NIDA to fill an
unexpired term which expires May 10, 2021.

Upon a motion by Councilwoman Belcher, seconded by Councilman Fultz, and passed
by unanimous vote, council moved that the nominations cease.

Mayor Mays declared Roger Sloce appointed to the Norton Industrial Development
Authority (NIDA) to fill the unexpired term of Glenn Teasley whose term expires May 10,
2021.

In comments from the City Manager:

Mr Ramey reported that Mr. Bradshaw conducted a property tax sale Monday, May
14" and the city will receive approximately $6,000 as a result of the sale.

Paving for FY18 began last week on Kentucky Avenue near the city’s former sewer
plant. Also, City Administration hopes to mill, pave, and stamp the crosswalk at the 5™
Street and Park Avenue intersection. Mr. Ramey said city administration wants to see how
this experimental process works before committing to stamp the other crosswalks
downtown.

Mr. Ramey reminded members that in November 2017, council authorized the mayor
to sign a Federal Lands Access Program (FLAP) Grant agreement after the city’s attorney
had reviewed the document. Mr. Ramey said Mr. Bradshaw has completed that process
and the agreement is ready for the mayor’s signature. Mr. Ramey passed the agreement to
the mayor for signing.

Mr. Ramey handed out an invitation for the Chamber of Commerce Business
Appreciation Luncheon scheduled for Noon, May 23, 2018, at the University of Virginia’s
College at Wise.

He said he has provided council with the May Retails Sales Tax Report and the
Activity Calendar for the months of May and June.



The following comments were made by council members:
Councilman Caruso said he hopes the city can replace the roof on the Community
Center this year.

Councilman Fultz asked if city administration had an estimated cost of replacing the
roof on the Community Center.

Mr. Ramey said an older estimate projected the cost to replace the roof on the
community center to be in the $30,000 to $40,000 range.

Councilman Fultz asked about the possibility of raising the required $25,000 matching
funds for the school’s safety enhancement grant instead of the required match being funded
entirely by the city.

Mr. Ramey said the matching fund requirement depends upon the granting agency.

Councilman Fultz said John 1. Burton High School graduation is at 7:00 p.m., Friday,
May 18" in the Richard Stan Wilson Gymnasium.

Councilwoman Belcher said she appreciates city administration’s work on the budget
and she sees positive momentum in the city from when she first began on council.

Councilwoman Belcher said she appreciates council’s ability to work together to
accomplish the city’s business, and stated other boards need to commit to working together
to achieve the same goal.

Councilman Fawbush agreed with Councilwoman Belcher on council’s capacity to
work together and that city administration keeps council well informed on the budget.

Councilman Fawbush said he would not be able to attend the 2018 Southwest Virginia
Economic Forum beginning Thursday at the Convocation Center located on the University
of Virginia’s College at Wise but he plans to attend the Chancellor’s dinner.

There being no further business to come before Council, the meeting adjourned.

CITY OF NORTON, VIRGINIA

William Mays, Mayor

ATTEST:

Clerk of Council



NOTICE OF PUBLIC HEARING
CITY OF NORTON, VIRGINIA
SYNOPSIS OF THE BUDGET

FOR INFORMATION
AND FISCAL PLANNING PURPOSES ONLY
FISCAL YEAR JULY 1, 2018 THROUGH JUNE 30, 2019

PUBLIC NOTICE IS HEREBY GIVEN THAT THE Council of the City of
Norton, Virginia, will, pursuant to Section 15.2-2506 of the Code of Virginia, as
amended, conduct a public hearing at the Municipal Building located at 618 Virginia
Avenue, N. W. at 6:00 p.m. on the 5" day of June 2018 to consider the proposed
municipal budget for the fiscal year of July 1, 2018 through June 30, 2019.

A Real Estate Tax levy of $ .90 per $100.00 assessed valuation of all taxable real
estate, mobile homes and public utilities (at 100% assessment) with improvements
thereon. Note the present tax rate of $ .90 per $100.00.

A Personal Property Tax levy of $2.05 per $100.00 assessed valuation. Note the
present tax rate of $2.05 per $100.00.

An in-city water rate of $5.80 per 1,000 gallons and an out-of-city water rate of
$11.60 per 1,000 gallons. Note the current rates are $5.05 and $10.10 respectively.

All other fees, licenses, bank stock tax, utility tax, franchise tax and other taxes
previously imposed by the municipality unless repealed are again levied, assessed, and
imposed as previously established by Council and shall remain in full force and effect
until changed by Council.

Any citizen, taxpayer, or interested person shall have the right to attend and state
his or her views, orally or in writing on the budget.

A copy of the entire proposed budget is available for public inspection at the
Municipal Office during regular business hours or at the City of Norton’s website at
www.nortonva.gov.




2018 - 2019
REVENUE
$ 9,669,460

2017 - 2018
REVENUE
$ 9,617,576

2018 - 2019
REVENUE
$ 3,207,904

2017 - 2018
REVENUE
$ 3,135,250

2018 - 2019
REVENUE
$ 1,386,620

2017 - 2018
REVENUE
$ 1,386,620

2018 - 2019
Revenue
S 70,000

2017 - 2018
Revenue
S 60,000

SYNOPSIS OF THE BUDGET

GENERAL FUND

WATER AND SEWER

SOCIAL SERVICES FUND

POLICE INVESTIGATIVE
RESTITUTION

2018 - 2019
EXPENDITURE
$ 9,669,460

2017 - 2018
EXPENDITURE
$ 9,617,576

2018 - 2019
EXPENDITURES
$ 3,207,904

2017 - 2018
EXPENDITURES
$ 3,135,250

2018 - 2019
EXPENDITURES
$ 1,386,620

2017 - 2018
EXPENDITURES
$ 1,386,620

2018 - 2019
Expenditures

$ 70,000

2017 - 2018
Expenditures

$ 60,000



Norton City Schools

Operations
2018 - 2019 2018 - 2019
REVENUE EXPENDITURES
$ 8,311,611 $ 8,311,611
2017 - 2018 2017 - 2018
REVENUE EXPENDITURES
$ 8,125,184 $ 8,125,184

TEXTBOOKS

2018 - 2019

$ 192,934

NCS EARLY RETIREMENT
2018 - 2019
$ 147,400

Food Services Fund
2018 - 2019
$ 441,030

Capital Projects Fund
2018 - 2019
$ -0-

Fred L. Ramey, Jr.
City Manager

This institution is an equal opportunity provider and employer.

TO THE COALFIELD: Please run in the Coalfield in a NON-LEGAL TYPE AD on
May 18" , May 25™, and June 1% 2018.




OVERVIEW
of the
CITY MANAGER’S
RECOMMENDED
2018-19 BUDGET

May 15, 2018
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2018-19 City Manager’s Recommended Municipal Budget

Introduction:

The City began our FY19 Fiscal Budget Process facing an $360,628 shortfall in the General Fund
budget. Through budget cuts, that amount was reduced down to the attached recommended
balanced budget of $9,669,460.

Recent Budget Trends:

Since the 2007-08 Fiscal Budget (ten year period), the total General Fund Budget (including the
local appropriation for education) has increased by $460,945 (5.03%) from $9,156,631 (FY08) to
$9,617,576 (FY18). During this time the education portion of budget has increased by
$601,651, due primarily to debt service for school related projects. The remaining portion of
the General Fund budget, and most City services, has decreased by $140,706, while also
absorbing hundreds of thousands of additional increases during this same period.

Please find below a series of charts and graphs that offer a historical representation of our
budget and key revenue sources.

Yearly Budget
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Key Revenue & Debt Trends:

Revenue - Federal
Govt
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13

General Property Taxes

Non-Categorical Ad
1%

Misceflaneous Revenue
3%

Charges for Services
4%

Revenue

Money &

Property
0%

Permits,
Fees,
Licenses
0%

FinesfForfeitures
0%

Local Taxes
47%

Y y - 1 - .-
eneral "Il!:l("i\" X\

30%

® General Proparty Taxes
® Local Taxes

& Permits, Fees, licenses
® FinesfForfeitures

® Revenue-Money & Property
= Charges for Services

® Miscellaneous Revenue
® Non-Categorical Aid

® Shared Expenses

» Categoncal Ad

® Revenue - federal Govt

= Nonrevenue Receipts

FY18
Fiscal
Budget

Page 3

Yellow
Bar
Represents
Current
Budget




Total Local Taxes - Historical
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Meals Taxes - Historical
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FY19 Fiscal Budget Overview:

Attached you will find the City Manager’s Recommended 2018-19 Budget Document for the
City of Norton. It includes the General Operating Fund, Water/Sewer Fund, and Social Services
Fund.

Fund 2018-19 2017-18 Difference
General Operating Fund $9,669,460 $9,617,576 $ 51,884
Water/Sewer Fund $ 3,207,904 $ 3,135,250 $ 72,654
Social Services Fund $ 1,386,620 $ 1,386,620 S -0-

The following is a breakdown of each fund and additional information as pertains to the budget.

GENERAL OPERATING FUND OVERVIEW:

The proposed General Operating Fund totals $9,669,460 for the 2018-19 fiscal year. This
represents an increase of $51,884 (0.54%) from the previous fiscal year. This budget includes:

® Increase in Salaries and Fringe Benefits for Employees
e Accounts for Personnel Changes in FY18
e 2% COLA for non-State Supported Positions
e 12% Rate Increase for the Health Insurance Plan
o Decrease in Required VRS Contributions
e Step Increases for Qualifying Employees
= Increase in School Debt Service
» Decrease in School Textbook Funding
* Level Funding for Local Contributions for School Operations
s Decrease in Regional Jail Contribution
® Decrease in Juvenile Detention
» |ncrease in annual Railroad Easements
= [ncrease in Funding for Engineering Services
= Funding for General Property Reassessment
= Increase in VDOT Maintenance Reimbursements
* Includes Level Funding for Department of Social Services/Children’s Services Act (CSA)
= Funding for Additional Equipment Leases
= Asin previous budgets, multiple budget line items have been reduced, eliminated,
and/or level funded.

Looking at the FY19 Fiscal Budget modifications from a departmental standpoint:

* General Government Administration — Increased $28,700 due primarily to increase in
Contracted Services and addition of funding for the General Property Reassessment.
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Judicial Administration — Increase of $8,000 due to the impact of wage and benefit
modifications and increase in Purchases Services.

Public Safety — Decrease of $93,384 due primarily to the decrease in Required
Contributions to both the Regional Jail and Juvenile Detention Center.

Public Works — Increase of $43,097 due to the combination of the impact of wage and
benefit modifications, modifications to operational expenses, and an increase to annual
Railroad Easements.

Health & Welfare — Decrease of $687 due to changes in Contributions to Outside
Agencies in this Department.

Education — Decrease of $232 due primarily to the decrease in the school’s textbook
funding. -

Parks & Recreation — Increase of $26,390 due to the combination of the impact of wage
and benefit modifications.

Planning & Development — Decrease of $4,000 due to impact of wage and benefit
modifications.

Capital Projects — Increase of $44,000 which includes funding for existing Capital Leases
and potential new leases.

Graph of Proposed FY19 Budget by Department

General Govt, Admin
1%

Education
6%

Public Safety
2%

Health & Welfare
a%

FY19

Public Works

ux% Fiscal

Budget
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Looking at the FY19 Fiscal Budget modifications from a categorical standpoint:

Salary and Fringe Benefits increased by $22,300

o Modifications due to Personnel Changes in FY18
2% COLA for non-State Supported Positions
12% Rate Increase to the Health Insurance Plan
Decrease in Required VRS Contributions
Step Increases for Qualifying Employees

O O O O

* Local Contribution to Schools decreased by $356
o Level Operational Funding Based on FY17 and FY18 Funding Although ADM
Dropped From 815 students (FY17) to 750 students (FY18) and proposed at 765
for FY19.
o Increase in school project debt service
o Decrease in required local funding for textbook fund

= General Fund Debt Service increased by $597
o Increase in 11" Street Bridge Debt

= QOperational Expenditures increased by $16,000
o Increase in Telecommunications (E-911) Costs
o Increase in Property Repairs and Maintenance
o Increase in Funding for Technology Replacements

= Purchased Services decreased by $82,584
o Addition of funding for General Property Reassessment
o Decrease in local share of regional jail services
o Decrease in juvenile detention

» Non-Departmental/Capital Projects increased by $44,00
o Funding for existing lease of Commercial Garbage Truck
o Funding for New Capital Lease
o No Funding included for contingency

= Contracted Services increased by $42,800
o Increase Funding for Engineering Services
o Increase Funding for Railroad Easements

= Contributions to Boards and Agencies decreased by $2,373
o Decrease in funding for the Wise County Public Library
o Decrease in funding for Mountain Empire Older Citizens
o Includes Changes to other discretionary funded agencies

Page 8
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= Other increased by $11,500

Graph of Proposed FY19 Budget by Category

o Increased to Electrical Service for Street Lights

o Increase in funding for Promotion Expenses

19
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Revenue Enhancements:

This proposed budget includes no new tax or fee increases.

Real Estate Tax analysis... Virginia Cities
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Real Estate Tax Analysis... Selected Towns

Locality
Pound
Big Stone Gap
Abingdon
Norton
Wise
Jonesville
Pennington Gap
Lebanon
Coeburn
St Paul
Richlands
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Average

NOTE: These real estate tax rates are based on the Weldon Cooper Center for Public Service
Publication Virginia Local Tax Rates 2017. The City’s real estate tax rate increased to $0.90 in
FY16.

City of Norton
Fund Batance

At June 30, 2017
$1,808,610
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Expenditures

Employee Compensation:

The budget includes a 2% COLA for all non-state supported positions. No COLA is included
state supported positions. Also in this budget, we have included step increases, for 22
employees who may qualify if they receive a satisfactory job performance evaluation.

Health Insurance:

The City participates in the State’s Local Choice Health Insurance Program. The annual premium
renewal was presented to the City Administration with a 12% increase for the upcoming fiscal
year. For FY19, the additional cost for the increase to Health Insurance will be paid for by the
City, with no new additional costs passed on to City Employees.

In a cost savings measure three budget cycles ago, the budget included a change in our health
insurance coverage that modified the City’s plan offerings from the Expanded and $250
Deductible Plan to the $250 and $500 Deductible Plans. In addition, the City’s funding of health
insurance was moved from the $250 Deductible Plan to the $500 Deductible Plan. Employees
have the option to remain with the $250 Deductible Plan, but they will have to pick up the
additional costs.

School Funding:

The proposed FY19 Budget includes level funding for the Norton City Schools based on FY17
Budget of $1,655,643 for operations. Norton City Schools is anticipating student enrollment of
765 students. Based upon the Commonwealth'’s funding formula for education, the required
local share for operations would be $1,624,311, or $31,332 less than the level funding request.
Local Required Funding for the School’s Textbook Fund decreases by $1,416 to $22,107. The
School Board’s debt service for FY19 will be $813,765, an increase of $1,060. This amounts to a
total of $2,491,515 in local funding for education which represents an overall decrease of $356
over the previous year funding.

SOCIAL SERVICES FUND:

The total operational budget for the Norton Department of Social Services is $1,386,620,
representing no change from the previous year. The local contribution to the Department of
Social Services remains level funded from FY17 at $345,877.

The state provides funds of which the City has a required local contribution. However as noted in
the past, once state funds are exhausted, the City may be required to provide 100% local funds
to meet its case load. If this scenario occurs, a budget amendment sometime during the year
may be required.

Page 11
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Planning and Development:

This department includes an overall decrease of $4,000 due to the impact of wage and benefit
modifications.

Debt:

For FY19, the General Operating Fund will see a slight increase of $597 in Debt Service
Payments required on the 11" Street Bridge Project Bonds.

Annual Debt Service Summary
(General Fund/Enterprise Fund/School Fund)

Year General Water/Sewer School Lease

Ended Fund Fund Fund Obligations Total
6/30/2018 $146,266 $455,138 $812,704 $98,437 $1,512,545
6/30/2019 $146,862 $451,909 $813,765 $91,127 $1,503,663
6/30/2020 $147,067 $453,551 $811,490 $96,420 $1,508,528
6/30/2021 $137,493 $449,967 $815,253 $22,683 $1,425,396
6/30/2022 $131,600 $452,118 $819,574 $1,403,292
2023-2027 $667,137 $2,259,161 $4,181,387 $7,107,685
2028-2032 $1,806,989 $2,653,328 $4,460,317
2033-2037 $1,490,027 $1,490,027
2038-2042 $1,484,409 $1,484,409
2043-2047 $970,509 $970,509
2048-2052 $584,110 $584,110
2052-2055 $0 $0

Total $1,376,425 $10,857,888 $10,907,501 $308,667 $23,450,481
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Funding for Boards and Agencies:

AGENCY

LENOWISCO

Airport Commission

Wise County Chamber of Commerce
Black Diamond R.C. & D.

Virginia Municipal League
Appalachian Juvenile Commission
Southwest VA. Regional Jail

EMS Council

Department of Health

Community Services Board

Office on Youth

Mountain Empire Older Citizens
Hope House - Family Crisis Support
Ram Project (Health Wagon)

Food Bank

Mountain Empire Community College
LL Baseball

LL Football

LL Basketball

SW VA Recreation Authority
Country Cabin - Dock Boggs Festival
Pro - Art

Lonesome Pine Regional Library
SW VA Heritage Commission

Heart of Appalachia

Norton Rescue Squad

High Knob Enhancement Corp
William King Regional Art Center

Existing Budget
2017-2018

8,123
2,645
1,979
200
2,197
113,692
282,028
1,000
57,045
16,200
2,000
13,000
1,120
700
500
7,335
1,740
1,740
1,134
1,485
710
2,100
34,285
2,500
2,500
25,000
0

0

v rvroeaonanaorouomnoroououoaounroooaononnonrnorroornNPVGOBUVLEGUVDVGND

$
$

S

s
s

S

Request
(if Different)

20,000

10,000

4,000

34,285
7,500

2,500

rvsouvoonruvwoereumnaoaouvmrouoouo,rooanuvrooooooounaooooonney,rooendey ey n

NOTE: All agencies highlighted in red have been cut as per City Council instructions.
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Included
2018-19

8,123
2,645
1,979
200
2,197
54,384
233,752
1,000
57,308
17,250
2,000
11,000
1,120
700
500
7,458
1,740
1,740
1,134
1,485
1,450
6,100
30,285
2,500
2,500
25,000
1,000
1,450
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General Fund Capital Projects:

24

Our capital project funding includes the new Commercial Garbage Truck (FY18) and new

equipment to be leased in the proposed FY19 budget.

A sampling of Capital Projects that are not included for funding:

Downtown Storm Water Improvements
New City Shop

New Pool/Community Center Complex
Housing Initiatives

Commercial Sidewalks

Vacant Home Demolition

New Fire Hall

Used Public Works Equipment

Office Equipment

New Fire Trucks

Bridge Repairs

Downtown Milling & Paving

Annual Vehicle Replacement
Dilapidated Structure Demolition Program

Summary of Expenditure Reductions:

Community Center Roof
Dump Truck

Fagade Program

Police Department Renovations
City Hall Improvements

City of Norton River Walk
Increased Paving

Flag Rock Shelter Roofs

Fire Station #2 Roof
Downtown Revitalization

11" Street Park Enhancements
Upgrade to Traffic Signals
Stone Wall Repairs

The past several budgets included the reduction of several staff positions and numerous capital

projects.

In the proposed budget further reductions/modifications have occurred to balance the budget:

Continued Delay of Important Capital Projects
Further Reduced Funding to Discretionary Agencies
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ENTERPRISE (WATER/SEWER) FUND:

The Enterprise (Water/Sewer) Fund Budget totals $3,207,904 which represents an increase of

$72,654 from the previous year’s budget. This budget includes:

= Increase in City Water Rate

= |mpact of Reduced Water Consumption/Billing
*  Decrease in CNW Wastewater Authority Contribution
= Slight decrease in Enterprise Fund Debt Service

= Decrease allocation of Reserves/Other Revenues offset by an increase in Depreciation

Expense and the impact of Water Rate Increase

Over the past ten years, total billable water consumption has dropped over 2.7 million gallons
per month. In the FY18 budget, on average we are billing 97 less customers per month
compared with FY11. Of those 97 customers, 89 are residential and 8 are commercial.

Annual Water Consumption for
Commercial & Residential Customers

139, 172.001\35 673,800

127,327,300

TIRBITI0

124,797,200 125 703,100 121,681.067

‘®Commerdal
H Residential
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Revenues:

Due to the need to move the Enterprise Fund towards sustainability, this budget includes a
proposed rate increase of 75 cents per 1,000 gallons of water. The last increase in the water
rate was 25 cent per 1,000 gallons on July 1, 2017. The last sewer rate percentage change
occurred July 1, 2011.

For an inside City customer using 4,200 gallons of water per month, the total increase in the
monthly bill of $8.66 ($3.15 for water and $5.51 for sewer). For an inside City customer who is
a “minimum” user (2,000 gallons or less) the monthly increase will be $4.12 ($1.50 for water
and $2.62 for sewer).

Water/Sewer Rate

Regional Comparison : In-Town

According to the Fiscal Year 2018 According to the Fiscal Year 2018
LENOWISCO Study LENOWISCO Study
In-Town Water Bill In-Town Sewer Bill
(based on 4,200 gallons of water usage) (based on 4,200 gallons of water usage)

City/Town Bifl City/Town sill
1 Gate City - Commerclal $55.53 1 Scott Co. PSA $51.11
2 Gate City $53.43 2 Nickelsville $50.89
3 Scott Co. PSA $52.40 3 Norton $47.27
4 Pound $45.00 4 Jonesville $45.67
5 Appalachia $44.85 5 Town Of Wise $45.10
6 Nickelsviile $43.79 6 Coebum $44.88
7 Jonesville $41.00 7 Gate City $44.54
8 Big Stone Gap $40.63 8 Pound $40.60
9 Town of Wise $36.08 9 Appalachia $37.51
10 Coebum $34.52 10  St. Paul $34.84
11 Dungannon $33.00 11 Big Stone Gap $34.26
12  Norton City $32.01 12 Dungannon $33.00
13 st. Paul $31.67 13 Pennington Gap $28.03
14  Pennington Gap $19.31

Average Bil! $40.23 Average Bill $41.36

Expenditures:

Employee Compensation:

The budget includes the same benefits changes for all Water/Sewer employees just as in the
General Fund. A 2% COLA is included for the employees in the Water/Sewer Fund and a step
increases is included for 3 employees based on satisfactory job performance.

Page 16
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Contribution to C-N-W:

The annual contribution to the C-N-W Regional Wastewater Authority is $ 832,824, a decrease
of $96 compared with the previous year.

In 2015, the C-N-W Wastewater Authority cut the ribbon on a $15 million expansion project

that increased the capacity of the plant from 4.0 million to 6.5 million gallons per day. The City
of Norton'’s allocation increased from 1.652 million to 2.497 million gallons per day.

Depreciation:

The budgeted depreciation expense for the year totals $676,362. This is a non-cash expense
and will help offset the $488,404 reserve/other funds required to balance the budget.

Water Sewer Fund Capital Projects:

Tank Maintenance S 46,000

A sample of Capital Projects that are not included for funding:

Lower Dam Design/Repairs Minor Water Line Replacement
Minor Sewer Line Replacement Replace Water Plant Filters
Testing Master Water Meters Upgrade Water Intake Structures
New Water Tank for Hoot Owl Hollow Leak Detection Equipment

Major Water Line Replacements Major Sewer Line Replacement

Master Meter Replacements

Water/Sewer Capital Project Fund:

In recent years the City moved forward with, and completed, a number of water/sewer
enhancement projects that have been completed. These important projects total $16,641,578
of which the City received $9,763,710 in grant dollars to assist with these projects.

Upper Dam Spillway Project: $3,360,000 (Completed)
Funding by Rural Development &
VA Dept. of Health

Benges Branch Phase 1 $1,000,000 (Completed)
Funded by Southern Rivers Program
Josephine Sewer Enhancements $1,700,000 (Completed)

Funded by Community Development Block
Grant & Appalachian Regional Commission

Guest River Sewer Interceptor Phase #1 $1,514,370 (Completed)
Funded by Dept. of Environmental Quality
Guest River Interceptor Phase # || $1,222,430 (Completed)
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Funded by Dept. of Environmental Quality

Guest River Interceptor Phase # llI $1,629,199 (Completed)
Funded by USDA Rural Development

Guest River Interceptor Phase # IV $1,606,508 (Completed)
Funded by USDA Rural Development

Benges Branch Phase $1,171,331 (Completed)
Funded by USDA Rural Development

System-Wide Water Improvements — Phase | $1,076,116 (Completed)
VA Dept. of Health

System-Wide Water Improvements — Phase || $1,482,179 (Completed)
VA Dept. of Health

System-Wide Water Improvements — Phase Ili S 879,445 (Completed)
VA Dept of Health

$16,641,578

(Less) $ 9,763,710 Grants

$ 6,877,868 Loans

Respectfully
Submitted by:

Fred L. Ramey, Jr. Jeffery A. Shupe,
City Manager Director of Finance
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May 2, 2018

Public Notice

The City Council of the City of Norton, Virginia will hold a Public Hearing
on Tuesday, May 15, 2018 at 6:00 PM in the Municipal Council Chambers
located at 618 Virginia Avenue, N.W., Norton, Virginia. The purpose of the
hearing is to solicit input on the 2018-2019 Budget of the Norton City
Schools which totals $9,092,975. The Proposed School Budget includes the
Operational Fund in the amount of $8,311,611, of which $2,469,408 is
locally appropriated funds, the Textbook Fund in the amount of $192,934, of
which $22,107 is locally appropriated funds, the Early Retirement Plan Fund
in the amount of $147,400, and the Food Services Fund of $441,030.
Copies of the proposed budget are available for inspection Monday through
Friday between 8:30 A.M. and 5:00 P.M. in the City Manager’s Office. All
attendance and comments at the meeting are encouraged and welcome.

Fred L. Ramey, Jr.
City Manager

TO THE COALFIELD:

Please run in the Friday, May 4, 2018 and Friday, May 11, 2018 editions of
the Coalfield.
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June 6, 2018

PUBLIC NOTICE

The City Council of the City of Norton, Virginia will hold a public hearing on
Tuesday, June 19, 2018 at 6:00 p.m. in the Municipal Council Chambers located at
618 Virginia Avenue, N.W., Norton, Virginia. The purpose of the hearing is to
consider an amendment to the 2017-2018 General Operating Fund Budget in the
amount of $1,420,719 of which $92,910 is for items to be funded out of
Unappropriated Reserves, of which $673,000 represents Loan Proceeds, and of
which $654,809 is for additional revenues associated with Grants and other outside
funding sources for various projects and events. Additional information is available
by contacting the City Manager during normal office hours, Monday through Friday
between 8:30 AM and 5:00 PM. All attendance and comments at the meeting are
encouraged and welcome.

This institution is an equal opportunity provider and employer.

Fred L. Ramey, Jr.

City Manager

To the Coalfield: Please advertise in the Coalfield Progress on Friday, June 8,
2018 and again on Friday, June 15, 2018.
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City of Norton

FY18 Budget Amendments

From Unappropriated Reserves

4,088
3,764
12,534
12,000
21,025
12,000
2,499
10,000
15,000

wnnnunvrranone;sgsn o n n

92,910

AmeriCorps Lodging

Trail Equipment

Bear Proof Containers

Engineering Services - Rock Wall Repairs
Engineering Services - Additional Bridge Inspections
IT Equipment Replacement

Electric Pressure Washer

Snow Removal - Plow and Sticker

Fire Pay Reconciliation

Additional Revenues

20,831
35,715
7,500
3,758
5,400
149,900
40,000
7,000
16,830
25,000
336,375
4,000
2,500

wnmfnnnunnnnmonnnnonmn o,y ;my:n n

654,809

Loan Proceeds

$

500,000
29,000
144,000

s
s
S

673,000

1,420,719

Preventive Health and Human Services Grant
DCIJS Grants - SRO

Dept. of Emergency Management
Woodbooger Event

Trail Development

PEG Funding - VDOT

Building Collaborative Communities - DHCD
Building Collaborative Communities - Local Contributions
Downtown Revitalization - DHCD

Rural Development Grant for Police Vehicles
Regional Firefighters Assistance Grant

VML Safety Grant - PD Body Camera's
Donations for Police Dept. Body Camera's

Proceeds from Line of Credit
Rural Development Loan for Police Vehicles
Proceeds from Lease - Garbage Truck

Total Budget Amendment
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CERTIFICATE

The undersigned Clerk of the City Council of the City of Norton, Virginia (the "City
Council"), hereby certifies that:

1. A meeting of the City Council was duly called and held on June 5, 2018 (the
"Meeting").

2 Attached hereto is a true, correct and complete copy of a resolution (the
"Resolution”) of the City Council entitled "Resolution of the City Council of the City of Norton,
Virginia, Approving The Lease Financing Of Equipment in a Maximum Principal Amount Not to
Exceed $144,000, and the Execution and Delivery of Certain Documents Prepared in Connection
Therewith," as recorded in full in the minutes of the Meeting and duly adopted by a majority of
the members of the City Council present and voting during the Meeting.

3. A summary of the members of the City Council present or absent at the Meeting,
and the recorded vote with respect to the Resolution, 1s s¢b for}-t} below:

.\‘

Voting
1 @l SUD,
Member Name B Present { JA"bseﬁt Yes No Abstaining

William Mays, Mayor , \
Joseph Fawbush, Vice Mayor __.-3
Delores Belcher '
Mark Caruso
Robert Fultz, Jr.

4. The Resolution has not been repealed, revoked, rescinded or amended, and is in

full force and effect on the date hereof.

WITNESS my signature and the seal of the City of Norton, Virginia, dated June 5, 2018.

Clerk, City of Norton, Virginia

(SEAL)
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RESOLUTION OF THE CITY COUNCIL OF THE CITY OF NORTON,
VIRGINIA, APPROVING THE LEASE FINANCING OF EQUIPMENT IN
AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED $144,000, AND
THE EXECUTION AND DELIVERY OF CERTAIN DOCUMENTS
PREPARED IN CONNECTION THEREWITH

WHEREAS, The City of Norton, Virginia (“City”) has previously determined to
undertake a project for the lease purchase of a new refuse truck (the “Project”), and the Finance
Director has now presented a proposal for the financing of such Project.

BE IT RESOLVED BY THE COUNCIL OF THE CITY OF NORTON,
VIRGINIA:

1. The City hereby determines to finance the Project through Highlands Union Bank,
in accordance with the proposal dated April 6, 2018} The amount financed shall not exceed
$144,000.00 the annual interest rate (in the absence of dqf’ttﬂ__t or change in tax status) shall not
exceed 2.91%, and the financing term shall not exceed ﬁ\'e (5)‘years from closing.

2. All financing contracts andall felated \;Iocuﬂ\ents for the closing of the financing
(the “Financing Documents’) shall hs: con51st nt with the foregoing terms. All officers and
employees of the City are hereby a hoﬂzed and dirécted to execute and deliver any Financing
Documents, and to take aLl such fuxer astion as they may consider necessary or desirable, to

carry out the financing of the PIOJCC[ a$ contemplated by the proposal and this resolution.

3. The Finance Dlrc@tOr is hereby authorized and directed to hold executed copies of
the Financing Documents until the conditions for the delivery of the Financing Documents have
been completed to such officer's satisfaction. The Finance Director is authorized to approve
changes to any Financing Documents previously signed by City officers or employees, provided
that such changes shall not substantially alter the intent of such documents or certificates from
the intent expressed in the forms executed by such officers. The Financing Documents shall be in
such final forms as the Finance Director shall approve, with the Finance Director’s release of any
Financing Document for delivery constituting conclusive evidence of such officer's final
approval of the Document’s final form.

4. The City shall not take or omit to take any action the taking or omission of which
shall cause its interest payments on this financing to be includable in the gross income for federal
income tax purposes of the registered owners of the interest payment obligations. The City
hereby designates its obligations to make principal and interest payments under the Financing

Documents as "qualified tax-exempt obligations” for the purpose of Internal Revenue Code
Section 265(b)(3).

3. The City intends that the adoption of this resolution will be a declaration of the
City’s official intent to reimburse expenditures for the project that is to be financed from the
proceeds of the Highlands Union Bank financing described above. The City intends that funds
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that have been advanced, or that may be advanced, from the City’s general fund, or any other
City fund related to the project, for project costs may be reimbursed from the financing
proceeds. To the extent necessary, this Resolution shall constitute a declaration of intent under
Treas. Reg. §1.150-2 (the “Reimbursement Regulations”) promulgated under the Internal
Revenue Code of 1986, as amended, for the Project, and the Finance Director is hereby
authorized to take any additional action with respect to this declaration of official intent to
assure compliance with the Reimbursement Regulations.

6. All prior actions of City officers in furtherance of the purposes of this resolution
are hereby ratified, approved and confirmed. All other resolutions (or parts thereof) in conflict
with this resolution are hereby repealed, to the extent of the conflict. This resolution shall take
effect immediately.

Adopted: June 5, 2018.

Mayor of the City of Norton, Virginia
ATTEST: !

Clerk of the City of Norton, Vh'giﬂﬁ\_
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VML L
VACO - ¢

FINANCE |
919 E. Main Street, Suite 1100 J Kennath Folk
Richmond, Virginia 23219 Financial Services Managzr

(804) 648-0635
April 10,2018
MEMORANDUM

To: Jeff Shupe - Director of Finance, City of Norton

From: J. Kenneth Folk‘J{F

Re: VML/VACo Equipment Leasing — City of Norton, Virginia
Series 2018 Equipment Lease, Results of Bids

We are pleased to present the results of our request for bids related the City’s lease financing
for a new refuse truck. The requested lease amount is not to exceed $1444,000 and is to be
repaid over five years.

VML/VACo Finance solicited bids from several banks, including local, regional, and national
financial institutions. Highlands Union Bank submitted the winning bid with a fixed interest
rate of 2.91% for five years. The cover bid was submitted by Carter Bank and Trust with a
fixed interest rate of 3.10% The preliminary plan of finance is detailed below:

Program VML/VACo Equipment Leasing Program
Borrower City of Norton, Virginia

Program Administrator VML/VACo Finance

Purpose Purchase a new refuse truck

Security Pledge Equipment Lease

Loan Amount (Est.) Not to exceed $144,000 (including Program fee)
Tax-Exempt / Taxable Tax-exempt




Mr. Jeff Shupe
April 10, 2018
Page 3

Preliminary Debt Service Schedule

Date Principal Rate
4/30/18 -

4/30/2019  27,151.90 2.91%

4/30/2020 27,943.55 2.91%

4/30/2021  28,777.45 2.91%

4/30/2022  29,626.50 2.91%

4/30/2023 30,500.61 2.91%
144,000.00

Interest

4,248.60
3,456.95
2,623.05

1,774.00

899.89

13,002.49

Payment Balance
- 144,000.00
31,400.50 116,848.10
31,400.50 88,904.55
31,400.50 60,127.10
31,400.50  30,500.60
31,400.50 -

157,002.49
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CITY OF NORTON
REQUEST FOR PROPOSALS

Issue Date: April 10, 2018

Title: Audit Contract

Issuer: City of Norton
Post Office Box 618
Norton, Virginia 24273

THE CITY OF NORTON requests qualified independent certified public accountants to submit
proposals to enter into a term contract to perform a financial audit for each of the fiscal years ended June
30, 2018 through 2020 with options to extend for up to two (2) additional one year terms.

Sealed proposals will be received until 4:00 p.m. on Thursday, May 3, 2018.

Copies of the Request for Proposal may be obtained from the City of Norton’s website at
www.nortonva.gov or by contacting the City Finance Office.

All inquiries for information should be directed to:

Jeftery A. Shupe, Director of Finance
City of Norton

Post Office Box 618

Notton, VA 24273

(276)679-1160

If proposals ate mailed, send directly to the local government address shown above. If proposals are hand
delivered, deliver to:

618 Virginia Avenue, N.W., Norton Virginia 24273

This institution is an equal opportunity provider and employer.



THROWER, BLANTON & ASSOCIATES, P.C.
%é/%’ea/ Foubtte Aecountiznts
& Corsetlants

ZBRIAN K. BLANTON, C.P.A.

MONROE B. THROWER, C.P.A.
* CHARLES F. LAWSON, C.P.A.

{1918-2000
M. BARDIN THROWER, JR., C.P.A

1946-2012
Gounded 1948 { )

“Member of American Institute of
Certified Public Accountants
“*Virginia & Tennessee Society of

Certified Public A

612 Trent Street
Norton, Virginia 24273
Phone: (276) 679-2780
Fax: (276} 679-7445

May 29, 2018

Mr. Fred L. Ramey, Jr.
City Manager

City of Norton

P.O. Box 618

Norton, Virginia 24273

We are pleased to confirm our understanding of the services we are to provide the City of Norton, Virginia for the years ended
June 30, 2018, 2019 and 2020 with an optional two-year extension. We will audit the financial statements of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major fund and the aggregate
remaining fund information, including the related notes to the financial statements which collectively comprise the basic financial
statements of the City of Norton, Virginia as of and for the years ended June 30, 2018, 2019 and 2020. Accounting standards
generally accepted in the United States of America provide for certain required supplementary information (RSI), such as
management’s discussion and analysis (MD&A), to supplement the City of Norton’s basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. As part of our engagement, we will apply certain limited procedures to the City of Norton’s RSI in accordance
with auditing standards generally accepted in the United States of America. These limited procedures will consist of inquiries of
management regarding the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We will not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. The following RSI is
required by generally accepted accounting principles and will be subjected to certain limited procedures, but will not be audited:

Management Discussion and Analysis
Budgetary Comparison information
GASB-required supplementary pension
OPEB

We have also been engaged to report on supplementary information other than RSI that accompanies the City of Norton’s basic
financial statements. We will subject the following supplementary information to the auditing procedures applied in our audit of
the financial statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United State of America and will

provide an opinion on it in relation to the financial statements as a whole, in a report combined with our auditor’s report on the
financial statements:

o  Schedule of expenditures of federal awards.

The following additional information accompanying the basic financial statements will not be subjected to the auditing procedures

applied in our audit of the financial statements, and our auditor’s report will not provide an opinion or any assurance on that other
information:

e  Statistical Data
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Mr. Fred L. Ramey, Jr.
City Manager

City of Norton
P.O.Box 618

Norton, Virginia 24273
Page 2

Audit Objectives

The objective of our audit is the expression of opinions as to whether your basic financial statements are fairly presented, in all
material respects, in conformity with U.S. generally accepted accounting principles and to report on the fairness of the
supplementary information referred to in the second paragraph when considered in relation to the financial statements taken as a
whole. The objective also includes reporting on:

¢ Internal control over financial reporting and compliance with laws, regulations, contracts and award agreements,
noncompliance with which could have a material effect on the financial statements in accordance with Government
Auditing Standards.

¢ Internal control over compliance related to major programs and an opinion (or disclaimer of opinion) on compliance with
federal statutes, regulations, and the terms and conditions of federal awards that could have a direct and material effect on
each major program in accordance with the Single Audit Act Amendments of 1996 and Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements Jfor Federal
Awards (Uniform Guidance).

The Government Auditing Standards report on internal control over financial reporting and on compliance and other matters will
include a paragraph that states that (1) the purpose of the report is solely to describe the scope of testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance, and (2) the report is an integra! part of an audit performed in accordance with Government Auditing Standards in
considering the entity’s intemnal control and compliance. The Uniform Guidance report on internal control over compliance will
include a paragraph that states that the purpose of the report on internal control over compliance is solely to describe the scope of
testing of internal control over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Both reports will state that the report is not suitable for any other purpose.

Our audit will be conducted in accordance with auditing standards accepted in the United States of America; the standards for
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; the Single
Audit Act Amendments of 1996; and the provisions of the Uniform Guidance, and will include tests of the accounting records of
the City of Norton, a determination of major program(s) in accordance with the Uniform Guidance, and other procedures we
consider necessary to enable us to express such opinions. We cannot provide assurance that unmodified opinions will be
expressed. Circumstances may arise in which it is necessary for us to modify our opinions or add emphasis-of-matter or other-
matter paragraphs. If our opinions are other than unmodified, we will discuss the reasons with you in advance. If, for any reason,
we are unable to complete the audit or are unable to form or have not formed opinions, we may decline to express opinions or to
issue a reports, or we may withdraw from this engagement.

Audit Procedures—General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements;
therefore, our audit will involve judgment about the number of transactions to be examined and the areas to be tested. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements. We will plan and perform the
audit to obtain reasonable rather than absolute assurance about whether the financial statements are free of material misstatement,
whether from (1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or governmental
regulations that are attributable to the government or to acts by management or employees acting on behalf of the government.
Because the determination of abuse is subjective, Government Auditing Standards do not expect auditors to provide reasonable
assurance of detecting abuse.



City Manager

City of Norton
P.O.Box 618

Norton, Virginia 24273
Page 3

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and because we will not
perform a detailed examination of all transactions, there is a risk that material misstatements or noncompliance may exist and not
be detected by us, even though the audit is properly planned and performed in accordance with U.S. generally accepted auditing
standards and Government Auditing Standards. In addition, an audit is not designed to detect immaterial misstatements or
violations of laws or governmental regulations that do not have a direct and material effect on the financial statements or major
programs. However, we will inform the appropriate level of management of any material errors, any fraudulent financial reporting,
or misappropriation of assets that come to our attention. We will also inform you of any violations of laws or governmental
regulations that come to our attention, unless clearly inconsequential, and of any material abuse that comes to our attention. We
will include such matters in the reports required for a Single Audit. Our responsibility as auditors is limited to the period covered
by our audit and does not extend to matters that might arise during any later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the accounts, and may include
tests of the physical existence of inventories, and direct confirmation of receivables and certain other assets and liabilities by
correspondence with selected individuals, creditors, and financial institutions. We will request written representations from your
attorneys as part of the engagement, and they may bill you for responding to this inquiry. At the conclusion of our audit, we will
also require certain written representations from you about the financial statements and related matters.

Audit Procedures—Internal Controls

Our audit will include obtaining an understanding of the government and its environment, including internal control, sufficient to
assess the risks of material misstatement of the financial statements and to design the nature, timing, and extent of further audit
procedures. Tests of controls may be performed to test the effectiveness of certain controls that we consider relevant to preventing
and detecting errors and fraud that are material to the financial statements and to preventing and detecting misstatements resulting
from illegal acts and other noncompliance matters that have a direct and material effect on the financial statements. Our tests, if
performed, will be less in scope than would be necessary to render an opinion on internal control and, accordingly, no opinion will
be expressed in our report on internal control issued pursuant to Government Auditing Standards.

As required by the Uniform Guidance, we will perform tests of controls over compliance to evaluate the effectiveness of the
design and operation of controls that we consider relevant to preventing or detecting material noncompliance with compliance
requirements applicable to each major federal award program. However, our tests will be less in scope than would be necessary to

render an opinion on those controls and, accordingly, no opinion will be expressed in our report on internal control issued pursuant
to the Uniform Guidance.

An audit is not designed to provide assurance on internal control or to identify significant deficiencies or material weaknesses.
However, during the audit, we will communicate to management and those charged with governance internal control related

matters that are required to be communicated under AICPA professional standards, Government Auditing Standards, and the
Uniform Guidance.

Audit Procedures—Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we will
perform tests of the City of Norton’s compliance with provisions of applicable laws, regulations, contracts and agreements,
including grant agreements. However, the objective of those procedures will not be to provide an opinion on overall compliance
and we will not express such an opinion in our report on compliance issued pursuant to Government Auditing Standards.

The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance about whether the auditee
has complied with federal statutes, regulations, and the terms and conditions of federal awards applicable to major programs. Our
procedures will consist of tests of transactions and other applicable procedures described in the OMB Compliance Supplement for
the types of compliance requirements that could have a direct and material effect on each of the City of Norton’s major programs.
The purpose of these procedures will be to express an opinion on the City of Norton’s compliance with requirements applicable to
each of its major programs in our report on compliance issued pursuance to the Uniform Guidance.
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City Manager

City of Norton
P.O.Box 618

Norton, Virginia 24273
Page 4

Management Responsibilities

Management is responsible for (1) establishing and maintaining effective internal controls, including internal controls over federal
awards, and for evaluating and monitoring ongoing activities, to help ensure that appropriate goals and objectives are met; (2)
following laws and regulations; (3) ensuring that there is reasonable assurance that government programs are administered in
compliance with compliance requirements, and (4) ensuring that management and financial information is reliable and properly
reported. You are also responsible for the selection and application of accounting principles; for the preparation and fair
presentation of the financial statements in conformity with U.S. generally accepted accounting principles; and for compliance with
laws, regulations, contracts, and agreements. You are also responsible for the selections and application of accounting principles;
for the preparation and fair presentation of the financial statements, schedule of expenditures of federal awards, and all
accompanying information in conformity with U.S. generally accepted accounting principles, and for compliance with applicable
laws and regulations (including federal statutes) and the provisions of contracts and grant agreements (including award
agreements). Your responsibilities also include identifying significant contractor relationships in which the contractor has
responsibility for program compliance and for the accuracy and completeness of that information.

Management is also responsible for making all financial records and related information available to us and for the accuracy and
completeness of that information. You are also responsible for providing us with (1) access to all information of which you are
aware that is relevant to the preparation and fair presentation of the financial statements, (2) access to personnel, accounts, books,
records, supporting documentation, and other information as needed to perform an audit under the Uniform Guidance, (3)
additional information that we may request for the purpose of the audit, and (4) unrestricted access to persons within the
government from whom we determine it necessary to obtain audit evidence.

Your responsibilities include adjusting the financial statements to correct material misstatements and confirming to us in the
management representation letter that the effects of any uncorrected misstatements aggregated by us during the current
engagement and pertaining to the latest period presented are immaterial, both individually and in the aggregate, to the financial
statements as a whole.

You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and for informing us
about all known or suspected fraud affecting the government involving (1) management, (2) employees who have significant roles
in internal control, and (3) others where the fraud could have a material effect on the financial statements. Your responsibilities
include informing us of your knowledge of any allegations of fraud or suspected fraud affecting the government received in
communications from employees, former employees, grantors, regulators, or others. In addition, you are responsible for
identifying and ensuring that the government complies with applicable laws, regulations, contracts, agreements, and grants.
Additionally, as required by the Uniform Guidance, it is management’s responsibility to evaluate and monitor noncompliance with
federal statutes, regulations, and the terms and conditions of federal awards; take prompt action when instances of noncompliance
are identified including noncompliance identified in audit findings; promptly follow up and take corrective action on reported
audit findings; and prepare a summary schedule of prior audit findings and a separate corrective action plan. The summary
schedule of prior audit findings should be available for our review on September 15.

You are responsible for identifying all federal awards received and understanding and complying with the compliance
requirements and for the preparation of the schedule of expenditures of federal awards (including notes and noncash assistance
received) in conformity with the Uniform Guidance. You agree to include our report on the schedule of expenditures of federal
awards in any document that contains and indicates that we have reported on the schedule of expenditures of federal awards. You
also agree to include the audited financial statements with any presentation of the schedule of expenditures of federal awards that
includes our report thereon OR make the audited financial statements readily available to intended users of the schedule of
expenditures of federal awards no later than the date the schedule of expenditures of federal awards is issued with our report
thereon. Your responsibilities include acknowledging to us in the written representation letter that (1) you are responsible for
presentation of the schedule of expenditures of federal awards in accordance with the Uniform Guidance; (2) you believe the
schedule of expenditures of federal awards, including its form and content, is fairly presented in accordance with the Uniform
Guidance; (3) that the methods of measurement or presentation have not changed from those used in the prior period (or, if they
have changed, the reasons for such changes); and (4) you have disclosed to us any significant assumptions or interpretations
underlying the measurement or presentation of the schedule of expenditures of federal awards.




Mr. Fred L. Ramey, Jr.
City Manager

City of Norton
P.O.Box 618

Norton, Virginia 24273
Page 5

You are also responsible for the preparation of the other supplementary information, which we have been engaged to report on, in
conformity with U.S. generally accepted accounting principles. You agree to include our report on the supplementary information
in any document that contains and indicates that we have reported on the supplementary information. You also agree to include
the audited financial statements with any presentation of the supplementary information that includes our report thereon OR make
the audited financial statements readily available to users of the supplementary information no later than the date the
supplementary_information is issued_with our report thereon. Your responsibilities include acknowledging to us in the written
representation letter that (1) you are responsible for presentation of the supplementary information in accordance with GAAP; (2)
that you believe the supplementary information, including its form and content, is fairly presented in accordance with GAAP; (3)
the methods of measurement or presentation have not changed from those in the prior period (or, if they have changed, the reasons
for such changes); and (4) you have disclosed to us any significant assumptions or interpretations underlying the measurement or
presentation of the supplementary information.

Management is responsible for establishing and maintaining a process for tracking the status of audit findings and
recommendations. Management is also responsible for identifying and providing report copies of previous financial audits,
attestation engagements, performance audits, or other studies related to the objectives discussed in the Audit Objectives section of
this letter. This responsibility includes relaying to us corrective actions taken to address significant findings and recommendations
resulting from those audits, attestation engagements, performance audits, or studies. You are also responsible for providing
management’s views on our current findings, conciusions, and recommendations, as well as your planned corrective actions, for
the report, and for the timing and format for providing that information.

You agree to assume all management responsibilities relating to the financial statements, schedule of expenditures of federal
awards, and related notes, and any other nonaudit services we provide. You will be required to acknowledge in the management
representation letter our assistance with preparation of the financial statements, schedule of expenditures of federal awards, and
related notes and that you have reviewed and approved the financial statements, schedule of expenditures of federal awards, and
related notes prior to their issuance and have accepted responsibility for them.

Engagement Administration, Fees, and Other

We understand that your employees will prepare all cash, accounts receivable, or other confirmations we request and will locate
any documents selected by us for testing.

At the conclusion of the engagement, we will complete the appropriate sections of the Data Collection Form that summarizes our
audit findings. It is management’s responsibility to electronically submit the reporting package (including financial statements,
schedule of expenditures of federal awards, summary schedule of prior audit findings, auditors’ reports, and corrective action plan)
along with the Data Collection Form to the federal audit clearinghouse. We will coordinate with you the electronic submission
and certification. The Data Collection Form and reporting package must be submitted with the earlier of 30 calendar days after
receipt of the auditors’ reports or nine months after the end of the audit period.

We will provide copies of our reports to the City of Norton; however, management is responsible for distribution of the reports and
the financial statements. Unless restricted by law or regulation, or containing privileged and confidential information, copies of
our reports are to be made available for public inspection.

The audit documentation for this engagement is the property of Thrower, Blanton & Associates, P.C. and constitutes confidential
information. However, subject to applicable laws and regulations, audit documentation and appropriate individuals will be made
available upon request and in a timely manner to the federal cognizant or oversight agency, or its designee, a federal agency
providing direct or indirect funding, or the U.S. Government Accountability Office for purposes of a quality review of the audit, to
resolve audit findings, or to carry out oversight responsibilities. We will notify you of any such request. If requested, access to
such documentation will be provided under the supervision of Thrower, Blanton & Associates, P.C. personnel. Furthermore, upon
request, we may provide copies of selected audit documentation to the aforementioned parties. These parties may intend, or
decide, to distribute the copies or information contained therein to others, including other governmental agencies.
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The audit documentation for this engagement will be retained for a minimum of five years after the report release date or for any
additional period requested by applicable oversight agencies. If we are aware that a federal awarding agency, pass-through entity,

or auditee is contesting an audit finding, we will contact the party(ies) contesting the audit finding for guidance prior to destroying
the audit documentation.

We expect to begin our audit on approximately October | and to issue our reports no later than November 30. Charles Lawson,
CPA and Tamara Greear, MSA are the Engagement Partners and are responsible for supervising the engagement and signing the
reports or authorizing another individual to sign them.

Our fee for these services will be at our standard hourly rates plus out-of-pocket costs (such as report reproduction, word
processing, postage, travel, copies, telephone, etc.) except that we agree that our gross fee, including expenses, will be as follows:

Year Ended Amount

June 30, 2018 $25,500 - $29,500*
June 30, 2019 25,500 - $29,500*
June 30, 2020 26,500 - $30,500*
Extension Negotiable

The above schedule includes single audit testing for two major programs. If additional testing is required to meet the Uniform
Guidance requirements, there will be an additional charge of $1,000 per major program required to be tested.

As required currently under by the Auditor of Public Accounts for Virginia (APA), additional procedures related to testing and
compliance of VRS activity and reporting will be performed, and a separate report will be issued on these required procedures
directly to the APA. The required completion and reporting date for all Virginia localities participating in VRS is October 1. The
fee for these required procedures will be an additional $2,000 which will include the two reporting units of the locality being
designated as the City of Norton and the Norton City School Board.

*The above fee schedule also includes estimated costs associated with the implementation of new GASBs(Governmental Auditing
Standards Board Statements) known to have required implementation dates during the audit period as of the date of this
engagement letter.

Our invoices for these fees will be rendered each month as work progresses and are payable on presentation. In accordance with
our firm policies, work may be suspended if your account becomes 60 days or more overdue and may not be resumed until your
account is paid in full. If we elect to terminate our services for nonpayment, our engagement will be deemed to have been
completed upon written notification of termination, even if we have not completed our report(s). You will be obligated to
compensate us for all time expended and to reimburse us for all out-of-pocket costs through the date of termination.

The above fee is based on anticipated cooperation from your personnel and the assumption that unexpected circumstances will not
be encountered during the audit. If significant additional time is necessary, we will discuss it with you and arrive at a new fee
estimate before we incur the additional costs.
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Government Auditing Standards require that we provide you with a copy of our most recent quality control review report. Our
2017 peer review report accompanies this letter.

We appreciate the opportunity to be of service to the City of Norton and believe this letter accurately summarizes the significant

terms of our engagement. If you have any questions, please let us know. If you agree with the terms of our engagement as
described in this letter, please sign the enclosed copy and return it to us.

Very truly yours,

7 %y

THROWER, BLANTON & ASSOCIATES, P.C.
Certified Public Accountants

RESPONSE:
This letter correctly sets forth the understanding of the City of Norton, Virginia.

By:

Title:

Date:




