UTILITY FUND NON-DEPARTMENTAL
ACCT. 02-6900

This account includes all costs not associated with any operating
departmental budget. These costs include general liability insurance costs, interfund
transfers, debt service, and contingency for unanticipated costs or Town Council
discretionary funds needed during the budget year. Depreciation costs are budgeted
in all proprietary funds in accordance with sound financial practices. Depreciation
has been budgeted to account for expenses related to both the water and sewer
systems that are anticipated to be recorded in year-end audited financial statements.
Water and sewer rates do not cover the cost of depreciation.

Debt Service in the Utility Fund is for retirement of the debt for the VRA bond
issued in 1992 for the construction of the wastewater plant, the VRA bond and VRLF
bond issued in 2001 for the utility extensions to the annexation area and a new
500,000 gallon water storage tank for Grassy Hill, and 46% of the VML bond issued
in 2007 for utility expansion off Old Fort Road. While rates must increase to cover
debt service and operational costs, the town should still seek expansion of water
service if density and rate of return on investment justifies the costs of expansion.

We have tried historically to budget some amount each year in a contingency
line item to cover any unanticipated costs that Council may designate or for
unanticipated repairs or necessary equipment that fails during the year. This amount
should be at least $50,000 to be safe, however, only $30,000 is in this year’s
proposed budget.

Budget Detail:

1000 - Personal Services - For holiday bonuses for utility fund employees.
Proposed bonuses are $400 per person plus $50 for each 5 years of service.

5300 - Insurance - 25% of total costs associated with general liability insurance
previously distributed to other operating utility fund accounts.

9001 & 9002 - Debt Service Principal and Interest - Includes costs for debt service
to wastewater treatment plant, annexed area utility lines, and utility line extensions
for Old Fort Road.

9960 & 9961 - Depreciation - An annual amount charged against the utility fund
general ledger to account for loss of value to existing infrastructure for future
replacement.

9959 — Contingency — For unanticipated needs or equipment break downs during
the year not otherwise budgeted.

New Needs/Requests:

No specific special request for FY 2011.
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