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REPORT ON THE TOWN OF CLARKSVILLE - COUNTY OF
MECKLENBURG VOLUNTARY SETTLEMENT AGREEMENT

PROCEEDINGS OF THE COMMISSION

On March 9, 2012, the Town of Clarksville filed notice with the Commission on Local Government,
pursuant to the provisions of Section 15.2-2907 of the Code of Virginia, of its intention to petition the
court for the annexation of approximately 6.0 square miles of territory in Mecklenburg County.
Consistent with the regulations promulgated by the Commission, the Town’s notice was accompanied by
data supporting the annexation action. Further, in accordance with statutory requirements, the Town
concurrently gave notice of its proposed annexation to the County and 21 other localities with which it is
contiguous or with which it shares functions, revenues, or tax sources.> > In conjunction with its
initiation of the annexation issue, the Town Council indicated that it “desires to attempt to negotiate an
agreement with the County” to effect a settlement with respect to the proposed annexation.*

On March 19, 2012, at the Commission’s regularly scheduled meeting, preliminary arrangements were
adopted for its formal review of the Town’s annexation action and for offering mediation assistance to
the parties in an endeavor to effect a negotiated settlement. At that meeting, the Commission
established a schedule which called for the submission of the County’s material in response to the
annexation action by June 18, 2012; for oral presentations and a public hearing on the issue in mid-July
2012; and for submission of the Commission’s report in September 2012. At that meeting, the
Commission delegated authority to the Chairman to appoint an independent mediator to assist the
parties in negotiations relative to the annexation action should the parties agree to and jointly request
mediation.

Subsequent to that meeting, the County and Town indicated that they would agree to mediation and
jointly requested that the Commission Chairman appoint an independent mediator. Dr. Roger Richman
was designated by the Commission’s Chairman as the independent mediator in this matter, and
mediation followed beginning in July 2012.°

As a result of the negotiations between the Town and County, aided by the Commission’s designated
mediator, an interlocal agreement was reached by the jurisdictions and presented to the Commission on

! Town of Clarksville, Notice by the Town of Clarksville of its Intent to Petition For Annexation of Territory in Mecklenburg County (hereinafter
cited as Town Annexation Notice), March 9, 2012.

% Sec. 15.2-2907(A), Code of Virginia.

* Town Annexation Notice, Tab 4.

* See the resolution adopted by the Town Council to initiate the annexation proceedings, in Town Annexation Notice, Tab 2.

® Gregory J. Haley, Special Counsel for Mecklenburg County, letter to Commission Chairman Cole Hendrix, May 1, 2012; Andrew McRoberts,
Special Counsel for the Town of Clarksville, letter to Commission Chairman Cole Hendrix, May 3, 2012; Susan B. Williams, Esq., letter to Dr.
Richman, May 18, 2012.




December 12, 2012.° This proposed agreement contained provisions which would provide for: (1) the
annexation to the Town of Clarksville of approximately 722.5 acres of territory located in Mecklenburg
County; (2) sharing by the Town and the County of certain tax revenue generated and which will be
generated from areas located adjacent to the new Town boundaries that are planned for commercial
and/or industrial projects; (3) certain utility issues; (4) waiver of future annexation rights by the Town
for a period of 10 years; and (5) for other matters.” Later, the Commission received an additional filing
from Mecklenburg County, dated December 21, 2012, that disputed some of the facts and conclusions
contained in the Town’s December 12" filing; however, that filing indicated that the County continues to
support the proposed voluntary settlement agreement.®

The Commission convened in Clarksville on January 28, 2013 to tour the Town and relevant areas in
Mecklenburg County, to receive oral testimony from local officials regarding the agreement, and to
conduct a public hearing for the purpose of receiving citizen comment.’ The public hearing, which was
advertised in accordance with Section 15.2-2907(B) of the Code of Virginia, was attended by
approximately 48 persons and produced testimony from 12 individuals. In order to permit receipt of
additional public comment, the Commission agreed to keep open its record for written submissions
through February 11, 2013. The Commission received written comments from 15 individuals.

SCOPE OF REVIEW

The Commission on Local Government is directed by law to review proposed annexations and other
local boundary change issues, as well as negotiated agreements settling such matters, prior to their
presentation to the courts for ultimate disposition. Upon receipt of notice of such a proposed action,
the Commission is directed to “hold hearings, make investigations, analyze local needs” and to submit a
report containing findings of fact and recommendations to the affected local governments.'® With
respect to a proposed agreement negotiated under the authority of Section 15.2-3400 of the Code of
Virginia, the Commission is required to determine in its review “whether the proposed settlement is in
the best interest of the Commonwealth.”

As we have noted in previous reports, it is evident that the General Assembly encourages local
governments to attempt to negotiate settlements of their interlocal concerns. One of the statutory
responsibilities of this Commission is to assist local governments in such efforts. In view of this

& McRoberts, letter to staff of Commission on Local Government, December 12, 2012. This letter transmitted the Voluntary Settlement
Agreement, and supporting materials, contained in two volumes, hereinafter cited as VSA Supporting Materials; however, these materials did
not include a notice to the Commission as required by § 15.2-2907(A). Subsequently, the Commission received the Amended Notice by the
Town of Clarksville and the County of Mecklenburg of a Voluntary Settlement Agreement, on December 19, 2012.

’ Voluntary Settlement of Annexation and Related Issues Between the Town of Clarksville and Mecklenburg County (hereinafter cited as
Settlement Agreement). The 722.5 acres to be annexed includes 12.75 acres of open water; therefore, in other parts of this report reference
may be made to 709.79 acres of land.

8 Mecklenburg County, Notice by the County of Mecklenburg of a Voluntary Annexation Settlement Agreement with the Town of Clarksville.

® Commission Member Wanda C. Wingo's term on the Commission expired on December 31, 2012; however, pursuant to Va. Code § 15.2-2902,
Ms. Wingo continued to serve as a temporary member of the Commission for the limited purpose of participating in the final report on the
Commission’s review of this agreement.




legislative intent, the Commission believes that proposed interlocal agreements, such as the one
negotiated by the Town of Clarksville and Mecklenburg County, should be approached with respect and
a presumption of their compatibility with applicable statutory standards. The Commission notes that
the General Assembly has determined that interlocal agreements negotiated under the authority of
Section 15.2-3400 of the Code of Virginia shall be reviewed by this body prior to their final adoption by
the local governing bodies. We are obliged to conclude, therefore, that while interlocal agreements are
due respect and should be approached with a presumption of their consistency with statutory
standards, such respect and presumption cannot be permitted to render our review a pro forma
endorsement of any proposed settlement. Our responsibility to the Commonwealth and to the affected
localities requires more.

GENERAL CHARACTERISTICS OF THE TOWN, THE COUNTY, AND THE
AREAS PROPOSED FOR ANNEXATION

Town of Clarksville

The Town of Clarksville was founded in 1818 along the Roanoke River, just downstream from the
junction of the Staunton and Dan Rivers. In 1952, the John H. Kerr Dam, which formed Kerr Reservoir
(also known as Buggs Island Lake), was completed, inundating areas of the Town, but also providing the
Town and region with a major recreational asset.™* Located in southwestern Mecklenburg County,
Clarksville is a retail trade and service center for the areas around the Lake. The Town, whose last major
boundary expansion occurred in 1990, lost population during the previous decade, experiencing a
decrease in population of 14.3% between 2000 and 2010. As of 2010, the Town had a population of
1,139 persons and an area of 1.96 square miles, giving the municipality a population density of 581
persons per square mile.”? **

The population of the Town is considerably older and less affluent than that of the state as a whole. As
of 2010, the median age of Clarksville’s residents was 51.5 years, a statistic well above that for the State
overall (37.5 years). Further, the percentage of the 2010 population that was age 65 and over was
27.2%, significantly in excess of the comparable figure for the State generally (12.2%).** Regarding
personal earnings, the 2007-2011 American Community Survey estimated the median household
income in Clarksville was $36,094 or only 57.0% of the statistic for all of Virginia ($63,302)."

With respect to the Town’s present physical development, 2012 land use data reveal that 43.0% of
Clarksville’s total area is devoted to residential development, 8.1% to commercial enterprise, 3.0% to
industrial uses, 3.7% to public or semi-public uses and 3.2% to transportation and utility purposes, with

% sec. 15.2-2907(A), Code of Va.
1 ysa Supporting Materials, Tab 3, Comprehensive Plan, Town of Clarksville, pp. 6-8.
*2 Commission on Local Government, Municipal Boundary Change Actions in Virginia since 1990: Grouped by Gaining Municipality, accessed
April 2, 2013, http://www.dhcd.virginia.gov/images/clg/Municipal-Boundary-Change-Actions-since-1990-bymunicipality.pdf.
ij U.S. Department of Commerce, Bureau of the Census, Census 2000, Summary File 1; Census 2010, Summary File 1.
Ibid.
Bus. Department of Commerce, Bureau of the Census, 2007-2011 American Community Survey.




39.0% (465.86 acres) remaining undeveloped. Of this undeveloped land, however, 111.19 acres are
constrained by wetlands or floodplains. Consequently, the Town of Clarksville retains approximately
354.67 acres, or 29.7% of its total land area, vacant and suitable for development.*®

County of Mecklenburg

Mecklenburg County was established in 1764 from territory formerly part of Lunenburg County.”” The
2010 Census revealed that the County’s population was 32,727, an increase of 1.1% from the 2000
figure (32,380). On the basis of its 2010 population and a land area of 625.49 square miles,
Mecklenburg County has an overall population density of 52.3 persons per square mile.*®

The County’s population is also older and less affluent than that of the state as a whole. Census data
shows that, as of 2010, the median age of residents in Mecklenburg County was 45.8 years, which is
notably higher than the figure for the State as a whole (37.5 years). In addition, as of 2010,
approximately 20.7% of the County’s population was age 65 or older, which is lower than that of
Clarksville, but also reflects an elderly component greater than the State generally (12.2%).” With
respect to income, the 2007-2011 American Community survey estimated the median household
income in the County was $36,069, which is comparable to the Town’s figure but only 57.0% of the
comparable figure for the Commonwealth overall ($63,302).%°

Mecklenburg County’s economy experienced a 16.8% loss of employment positions between 2000 and
2010, many of which were the result of a 67.0% loss in the manufacturing sector.! Agriculture remains
an important component to the local economy, as 2007 statistics show that the County was the second
leading locality in the Commonwealth in terms of the market value of tobacco and ranked 24" in total
value of all agricultural products. Further, in the same year, there were 580 farms in the County,
occupying a total of 157,317 acres (39.3% of the County’s total land area).” In terms of forested
property, 2007 data indicate that 69.3% of the county is considered to be forest land.**

Areas Proposed for Annexation

Areas Proposed for Immediate Annexation

6 vsA Supporting Materials, Tab 8.
7 salmon, Emily J. and Edward D.C. Campbell, Jr., The Hornbook of Virginia History, 4" ed. (Richmond: Library of Virginia, 1994), p. 167.
1: U.S. Department of Commerce, Bureau of the Census, Census 2000, Summary File 1; Census 2010, Summary File 1.

Ibid.
?y.s. Department of Commerce, Bureau of the Census, 2007-2011 American Community Survey.
2 Virginia Employment Commission, Quarterly Census of Employment and Wages; 2000 and 2010 (Online database),
https://www.vawc.virginia.gov. In 2000, the total employment in all industries in Mecklenburg County was 14,752, which had decreased to
12,267 in 2010. Manufacturing employment decreased from 3,787 in 2000 to 1,250 in 2010.
2y.s. Department of Agriculture, 2007 Census of Agriculture, County Profile: Mecklenburg County, Virginia.
2 Rose, Anita K., Virginia’s Forests, 2007, Resource Bulletin SRS-159, (Asheviille, N.C.: U.S. Department of Agriculture Forest Service, Southern
Research Station, 2009), p. 70. According to the publication, there are 293,826 forested acres in Mecklenburg County, and 130,228 non-
forested acres. The total area of the County in this statistic differs from the U.S. Census figure of 625.49 square miles (about 400,313 acres). In
addition, some of the forested acres may also have been counted in agricultural acres.
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The areas proposed for immediate incorporation into the Town of Clarksville consist of four tracts:
Annexation Area A, located west of Clarksville’s present corporate limits at the western end of the U.S.
58 bypass; Areas B1 and B2, located south of the Town, surrounding the U.S. 15-58 bypass/U.S. 15
interchange; and Area C, located east of Town, along Kerr Reservoir.?* Those parcels collectively include
approximately 1.11 square miles of land area, containing an estimated 2012 population of 136 persons
and FY 2011 assessed real property values of $38.0 million.” *® Based on those figures, the area
proposed for annexation encompasses 0.18% of Mecklenburg County’s total land area, 0.42% of its total
2010 population, and 0.95% of its 2011 total assessed real estate.”’” Based on its area and population
estimate, the area proposed for annexation has a population density of 122.52 persons per square mile,
which is more than double than that of Mecklenburg County as a whole (52.3 persons per square mile).

In terms of current development, Annexation Area A includes established residential and commercial
areas, along with vacant properties that are appropriate for residential and commercial use. Areas B1
and B2 consist of three large vacant tracts with highway frontage. Area C consists of several residential
neighborhoods with available vacant property, as well as the abandoned Burlington Industries facility,
which is currently being demolished and will be available for development.?® According to recent land
use data, 22.0% of the area is devoted to residential development, 4.3% to commercial enterprise, 0.2%
to industrial activity and 9.7% to transportation and utilities, with 63.9% (453.52 acres) of the area
remaining vacant or engaged in agricultural production. Of the vacant land in the area proposed for
annexation, 66.99 acres are located on property constrained by wetlands or floodplains. Thus, the net
vacant land suitable for development in the proposed immediate annexation areas consists of
approximately 386.53 acres (54.5% of the total area).”

Potential Future Annexation Area on the North Side of Kerr Reservoir

The proposed agreement would also allow the Town of Clarksville to annex additional territory in
Mecklenburg County on the opposite side of Kerr Reservoir from the majority of the Town, in lieu of a
revenue sharing arrangement established by the proposed agreement on a portion of that land that is
currently owned by the Town’s Economic Development Authority (EDA). In addition to the EDA-owned
parcel, the area subject to potential future annexation includes a portion of the land in Occoneechee
State Park and the right-of-way of U.S. Route 58 between the State Park and the existing town limits, as
needed to establish contiguity with the existing town limits.** Because the proposed agreement does
not provide finite boundaries for the proposed future annexation area, an accurate size of the proposed
area for annexation is not available. The EDA Property consists of approximately 367.99 acres and is
currently vacant, lacks public road frontage, and is the only part of this potential annexation area that

* Settlement Agreement, Exhibit 1.

»VSA Supporting Materials, Tab 8., Table 10. This value is for assessed real property, including public service corporations.

% lbid., Tab 11, Tables 10 & 11; and J. Charles Lee, Clarksville Interim Town Manager, letter to Commission staff, February 1, 2013.
z Ibid., Tab 34. In FY 2011, the County reported $3,984 million in real estate values, including those of public service corporations.
% |bid., Tab 3, Comprehensive Plan, Map 9; and Tab 8.

% VSA Supporting Materials, Tab 8.

% settlement Agreement, Section 3 and Exhibit 3.




could potentially be developed due to the public ownership of the other lands.*! There are only three
residents in this area, all of whom reside within the State Park.*

STANDARDS FOR REVIEW

As a previous section of this report has noted, the Commission on Local Government is charged with
reviewing proposed interlocal settlements negotiated under the authority of Section 15.2-3400 of the
Code of Virginia to determine whether such settlements are “in the best interest of the
Commonwealth.” In our judgment, the Commonwealth’s interest in this and other interlocal
agreements is fundamentally the preservation and promotion of the general viability of the affected
localities. In this instance, the Commission is required to review an interlocal agreement which provides
for: (1) the annexation to the Town of Clarksville of approximately 722.5 acres of territory located in
Mecklenburg County; (2) sharing by the Town and the County of certain tax revenue generated and
which will be generated from areas located adjacent to the new Town boundaries that are planned for
commercial and/or industrial projects; (3) certain utility issues; (4) waiver of future annexation rights by
the Town for a period of 10 years; and (5) for other matters. A proper analysis of the proposed
Clarksville — Mecklenburg County Voluntary Settlement Agreement, as mandated by statute, requires
consideration of the ramifications of these provisions with respect to the current and future viability of
the two jurisdictions.

Interests of the Town of Clarksville

Land for Development. As indicated previously, the Town of Clarksville currently has within its
boundaries approximately 465.86 acres of undeveloped land or 39.0% of the Town’s total area. Of this
vacant land, approximately 111.19 acres are potentially constrained by floodplains or wetlands, leaving
approximately 354.67 acres, or 29.7% of the Town's land area, vacant and amenable to development.
The proposed agreement will permit the Town to annex an area containing approximately 386.53 acres
of vacant land generally suitable for development, including the former Burlington Industries site in Area
C, which is currently being demolished and made available for development.

Currently, the only vacant, developable land zoned for industrial use within the Town limits lies within
the Lake Country Business Park, which is owned by the Clarksville Economic Development Authority.*
The park consists of approximately 32 acres; however, about 15 acres have been sold to the regional
Community Services Board and, thus, does not produce revenue for the Town. The remaining acreage is
divided into two smaller tracts by a roadway, severely limiting the available industrial land within the
Town.*

3 Mecklenburg County, Virginia GIS (Online database), http://mecklenburg.gis.edsi.com, Property records 5084 and 5089.

32 personal communication with Scott Shanklin, Occoneechee State Park Manager, March 29, 2013.

* Town Annexation Notice, Tab 3, Comprehensive Plan, Map 9; and VSA Supporting Materials, Tab 8. A review of the existing zoning map,
compared to recent aerial photography reveals that there is little remaining industrially-zoned land.

3 Mecklenburg County, Virginia GIS (Online database), http://mecklenburg.gis.edsi.com, Property records 29161, 35299, and 37354.




Fiscal Assets and Public Service Liabilities

Fiscal Assets. The Town of Clarksville, which is a focal point of development on Kerr Reservoir in
western Mecklenburg County, has not experienced growth in its property values comparable to
Mecklenburg County as a whole. Taxable real estate values (exclusive of those of public service
corporations) increased in the town from $75.0 million in 2002 to $148.0 million in FY 2012 or by
97.45%.%° During the same span of years, such values in Mecklenburg County overall grew from
$1,518.7 million to $3,739.1 million or by 146.20%.>°

The Town and the County are relatively similar in terms of growth of local source revenues. From FY
2002 to FY 2011, local source revenues in the Town increased from $781,917 to $1,100,964, which
equates to a 40.8% increase.’” Meanwhile, County revenues increased from $19,183,526 in FY 2002* to
$26,559,860 in FY 2011,*° an increase of 38.5%. The data indicates that growth of local source revenues
for the Town is slightly superior to that of the County over the defined ten-year period.

The Town has maintained a relatively low real estate tax rate. In FY 2002, the rate was $0.26 per $100
of assessed value but that has decreased to $0.24 in FY 2011.%° Their rate is the lowest in Mecklenburg
County as of FY 2011.** In FY 2011, real estate taxes from real property, public service corporations, and
mobile homes represented 32.7% of local source revenues.

As a result, the Town has to rely on commercial activity to fund a significant percentage of its general
fund expenditures. The Town levies taxes on business licenses, meals, lodging, and sales. In FY 2011,
the Town collected $625,399 in revenues associated with these taxes.*” These collections represented
56.8% of their local source revenues. It is important to note that meals and lodging taxes have trended
downward in recent years. From FY 2007 through FY 2009, meals and lodging taxes represented
approximately 31.5% of local taxes. By FY 2011, these taxes comprised only 28.5% of local revenues. An
increased focus on tourism could raise these revenues back to historical levels.

The proposed agreement would permit the Town to annex an area containing an estimated $38.0
million in 2011 assessed property values, constituting an increase in Clarksville’s total of such values by
24.96%." Based on 2011 data, the area proposed for annexation is expected to generate a total of

% VSA Supporting Materials, Tab 5, p. 3. Both the County and Town transitioned from calendar year to fiscal year assessments beginning on
July 1, 2006, the beginning of FY 2007.
* |bid., Tab 34.
37 Ibid., Tab 11, Table 1. The table indicates that local tax revenues for the Town were $862,465 for FY 2002; however, that figure includes
personal property tax relief, which should have been classified as categorical state aid. The APA indicated that personal property tax relief
payments from the Commonwealth to the Town in FY 2002 were $80,548.
* |bid., Tab 11, Table 5.
jz County of Mecklenburg, Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2011, p. 46.

Ibid.
*! County of Mecklenburg, Response to Annexation Action by the Town of Clarksville dated July, 11, 2012, Tab 21.
42 VSA Supporting Materials, Tab 11, Table 1.
3 lbid., Tab 19 provides the Town values. In FY 2011, the value of real property, mobile homes, and public service property within the current
Town boundaries equaled $152.2 million.

10



approximately $179,468 annually in additional local source revenue and state aid for the Town’s general
fund.*

Revenue-sharing provisions in the agreement would provide the Town with a portion of the future
revenues from two undeveloped properties — the Kinderton Technology Park and those owned by the
Clarksville EDA on the north side of Kerr Reservoir — for a period of 20 years for each phase of
development that occurs. This arrangement will provide the Town of Clarksville with additional
revenues for a limited duration, and its impact is solely dependent upon future development.

Public Service Liabilities. While the proposed annexation will provide the Town of Clarksville with
additional revenue and the potential for future economic growth, it will concurrently present the
municipality with increased public service responsibilities. The proposed agreement will require the
Town to extend its general governmental services to the citizens in the areas annexed at the same level
as currently provided to those within the municipality. In order to provide these services to the
annexation areas, the Town estimates that it will be required to spend an additional $59,838 from its
general fund.” Given that the Town expects general fund revenues to increase by $179,468, the Town
should be able to meet the operating costs to serve the new annexation areas. The effect to the general
fund will be an estimated gain of $119,630.46

The proposed annexations present a different set of circumstances for the Town’s water and sewer
fund. Under the terms of the agreement, out-of-town water and sewer customers within the
annexation areas will pay lower in-town rates for utilities. It is estimated that the resulting decrease in
revenues to the enterprise fund will be $45,700 per year, due to the annexation of Areas A, Band C.*’ It
should be noted that the Town’s enterprise fund has been receiving transfers from the Town’s general
fund in order to help pay for operating expenses. This transfer equaled $60,000 in FY 2011.”® Therefore,
the annexation of these areas will further magnify a problem within the Town’s enterprise fund. While
an increase of support from the general fund to the water and sewer fund seems likely, the Town has
not indicated how it will address this issue. It has been the position of the Commission that reliance on
transfers from general fund reserves offers only an interim solution to the problem. The Town needs to
address this concern with a long-term solution.

The proposed future annexation of lands within Occoneechee State Park and the Clarksville EDA-owned
property would decrease revenues to the Town’s enterprise fund substantially further, as the park is a
large utility customer that would transition to in-town utility rates. The Town should be cautious not to
exercise its annexation rights to these properties until such time that this revenue reduction can be
absorbed.

* |bid., Tab 11, Tables 11 and 13. The Town has estimated the annexation would result in $151,642 in additional tax revenues, $3,796 in
additional state funding, and $24,030 in additional solid waste collection fees.
“* |bid., Tab 11, Table 13. The additional expenses indicated in the table included the gains in solid waste collection fees, rather than Table 11,
which shows other anticipated revenues.
46 .
Ibid.
7 Ibid., Tab 11, Table 13.
* Town of Clarksville, Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2011, p. 16.
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With respect to water and sewer service, the terms of the settlement agreement may require additional
resources from Clarksville, depending on circumstances that are outside of the Town’s control. First, the
Town has proffered in the agreement to waive water and sewer connection fees to existing residential
and commercial structures located adjacent to existing water and sewer lines. The Town has estimated
that, if every eligible property took advantage of this offer (which is possible but unlikely), the cost to
the Town would total about $51,800 in materials, equipment and labor.* Under normal circumstances,
these fees offset some of the Town’s costs associated with adding new connections to the system.

In addition to the waiver of connection fees, the Town has offered to extend water and sewer lines, at
its expense, to structures that were in existence on the effective date of the annexation and have
demonstrated that their individual well or septic system has failed and cannot be replaced in a cost
effective manner. Should extending these utilities within one year of the failure be deemed impractical,
the agreement permits the Town to provide temporary alternative arrangements to the affected
property owner(s), such as pump-and-haul sewer service or an alternative potable water supply.>®
According to engineering studies initiated by the Town, extending water and sewer lines to these
unserved properties would cost the Town approximately $1,055,238 for Area C and approximately
$473,643 for Area A. While the likelihood of the Town being required to make these expenditures
immediately following the execution of the agreement may be unlikely, this obligation still leaves the
Town at risk for an indefinite period of time should these privately-owned septic tanks and wells fail.
Further, the Town has not indicated to the Commission how it intends to fund these extensions or the
existing $2.9 million in identified improvements needed to the existing system. Without a funding plan,
it is possible that the Town is committing itself to a financial burden that it is ill equipped to handle.

Solid waste collection services would also be extended to the annexation areas. Extending this service
to most of the annexation areas would not be a hardship for the town, except in the northern section of
Area C where approximately fifteen residences are served by two unpaved roads. The Town has
conceded that standard refuse collection trucks would not be able to traverse these roadways. Instead,
the Town proposes to use a pickup truck to collect the garbage in this area. The Commission has
concerns that the Town may find this method of waste collection to be an inefficient use of resources.

Interests of the Areas Proposed For Immediate Annexation

Community of Interest

One of the factors appropriate for consideration in the analysis of proposed voluntary settlement
agreements is the strength of the community of interest that joins the area proposed for annexation to
the adjacent municipality. In this instance, the evidence suggests that there exists a significant degree
of interdependence between the areas subject to annexation and the adjacent municipality.

Regarding the areas proposed for annexation, the Town is the source of certain fundamental public
services to its residents and businesses. Clarksville currently provides water and sewer services to a

9 Lee, letter to Commission staff, February 1, 2013.
> settlement Agreement, Section 7.
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significant portion of the annexation areas.”® In addition, the Town’s police department frequently
responds to calls within the annexation areas on behalf of the County sheriff’s office due to the
proximity of available officers.”® Therefore, the properties adjacent to Clarksville currently benefit
directly or indirectly from public services provided by the Town. Further, the presence in the Town of
numerous public, semi-public, and other facilities serving the general area increases the community of
interest between Clarksville and the land immediately surrounding the Town. Such facilities include an
elementary school, a library, the regional community services board offices, several churches, and
various offices for professional services and healthcare.>®

With respect to the strength and general nature of the community of interest between the Town of
Clarksville and its adjacent areas, several additional points should be noted. First, the Town is a major
focal point of commercial activity on the shores of Kerr Reservoir for the western half of Mecklenburg
County, and the business establishments located in the area proposed for annexation are sustained, in
part, by the patronage of Town residents. Second, the Business Routes for U.S. 15 and 58 intersect the
U.S. 15 and 58 bypass route in Annexation Areas A, B1, and B2. These intersections serve as “gateways”
to the Town. The quality and nature of development in these areas is of considerable significance to the
municipality and the future development of those areas will affect the Town’s viability. Third, the area
proposed for annexation has an urban character and service needs which more closely parallel those of
the Town than the outlying portions of Mecklenburg County. Finally, with respect to the nature of the
areas proposed for annexation, a number of developments along corridors radiating from the Town are,
in our judgment, essentially extensions of development patterns originating within the Town.

It should be noted that Annexation Area C does not enjoy some of the physical characteristics described
above that are shared by Areas A, B1, and B2 relative to its community of interest with Clarksville. While
Area C does contain more densely developed lands than surrounding unincorporated areas and is
physically contiguous with the Town of Clarksville, several barriers exist between the Town and Area C,
specifically Blue Creek (part of Kerr Reservoir) and the U.S 15 and 58 bypass. In order to travel via public
roads between Area C and the Town, one must travel one and one-quarter miles within unincorporated
Mecklenburg County. Despite this separation from Clarksville, Area C still shares a community of
interest with the Town, as its residents benefit from the convenience of businesses located in the Town,
along with utilities that have been extended to serve a significant portion of Area C.

Need for Urban Services

The 1.11 square miles (709.79 acres) of territory which are immediately subject to annexation by the
Town of Clarksville under the terms of the agreement are estimated to contain a population of 136
persons, giving the area a population density of about 122.52 persons per square mile. While
approximately 63.9% of the area proposed for immediate annexation is currently vacant or in
agricultural use, there are several residential developments and commercial areas. With respect to its

*LysA Supporting Materials, Tab 3, Comprehensive Plan, Town of Clarksville, p. 58.
52
lbid., Tab 4, p. 1.
53 lbid., Tab 3, Comprehensive Plan, Map 2 and pp. 38-39; and Commission tour of annexation areas, January 28, 2013.
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prospective future development, Mecklenburg County is not experiencing significant growth pressure;
however, its comprehensive plan suggests that economic development activity be concentrated around
existing towns to utilize the existing infrastructure and services.> As such, the areas subject to
annexation may be expected to experience development at some point in the future and will
increasingly need urban services that can best be provided by Clarksville.

Water and Sewer. The Town of Clarksville is the sole provider of water and sewer service in the
immediate area.” Raw water for the Town is withdrawn from Kerr Reservoir and then treated at the
Town’s plant, which has a capacity of 1 million gallons per day (MGD). Because the Town’s water
distribution system requires approximately 240,000 gallons per day, the system currently has a reserve
of 760,000 gallons per day or 76% of its capacity.®

Regarding the Town’s water distribution and storage facilities, Clarksville owns and maintains
approximately 30.45 miles of water lines, 9.64 miles of which are outside of the Town limits. Of the
water lines that are outside of the corporate limits, 4.76 miles of lines are within the proposed
annexation areas.”” Supporting this water system are three storage facilities, which can collectively hold
2.6 million gallons of treated water — over a ten-day supply of water.”® These facilities serve 689
connections within the town limits and another 67 outside of the existing town limits, of which 49 are
located in the areas proposed for annexation.”

The Town’s sewage treatment plant has a rated capacity of 550,000 gallons per day and treats an
average of 285,000 gallons daily, leaving an excess capacity of 265,000 gallons per day or 48.2% of its
permitted capacity.*® The Town’s wastewater collection system consists of approximately 20.74 miles of
gravity sewer lines, of which 3.77 miles are beyond the corporate limits. Of those sewer lines that are
located out-of-town, 1.84 miles are within the areas proposed for annexation. The Town’s system
currently serves 679 connections within the town limits and 72 outside the town limits, of which 47 are
located within the areas proposed for annexation.®*

The impact of the proposed agreement on water and sewer service in the annexation areas will vary,
depending on whether an occupant is an existing utility customer and proximity to existing utility lines.
First, annexation will have the effect of terminating the out-of-town surcharge on water and sewer
rates, thereby reducing the cost for existing utility customers in the annexation areas. Second, as an
incentive for newly-annexed property owners to connect to the Town’s utility system, the proposed
agreement requires the Town to waive water and sewer connection fees for one year to existing
residential and commercial structures located adjacent to existing water and sewer lines. Third, for
those properties in the annexation areas that do not have water or sewer lines available, the proposed

**Information Requested from Mecklenburg County by the Commission on Local Government’s Letter of April 4, 2012 (hereinafter cited as
County Response to April 4, 2012 letter), Tab 1F, Mecklenburg 2035 Long-Range Plan, pp. 90-92.

> |bid., Tab 5, p. 15.

*® |bid., Tab 9.

57 Lee, letter to Commission staff, February 1, 2013.

B ysA Supporting Materials, Tab 9.

*° L ee, letter to Commission staff, February 1, 2013.

% ySA Supporting Materials, Tab 9.
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settlement would require the Town, at its expense, to extend utilities within one year to properties that
were in existence on the effective date of the annexation and have demonstrated that their individual
well or septic system has failed and cannot be replaced in a cost effective manner. Should extending
utilities to these properties within one year be deemed impractical, the agreement permits the Town to
provide temporary alternative arrangements to the affected property owner, such as pump-and-haul
sewer service or an alternative potable water supply. Lastly, the agreement provides that the Town may
collect a fee from property owners who choose not to connect to such newly-extended lines, if required
by the Town’s terms of financing the extension.®

The agreement also requires the Town to amend its Code to clarify that existing properties are not
required to connect to the Town’s utility system unless significant alterations occur on the property that
would require existing wells or septic facilities to be modified or replaced, the existing facilities are
found to be hazardous, or if the Town is required to mandate connections as a condition of financing for
system expansion or improvement.®

Residents and businesses in the proposed annexation area that are not currently connected to Town
utilities should benefit from the agreement’s provisions that temporarily waive connection fees and
promise utility line extensions in the event of well or septic failure. Despite these benefits, the
agreement retains the Town’s ability to charge “non-connect” fees for property owners who choose not
to connect to the utility system, if required as a condition of the Town’s financing for utility
expansions.®*

In sum, the public utility aspects of the settlement agreement provide a reduction in fees to existing and
future users and the promise of service extensions, if warranted. It should be noted that, elsewhere in
this report, concerns have been raised regarding the Town'’s fiscal ability to fulfill the water and sewer
extension obligations contained within the agreement.

Solid Waste Collection and Disposal. The Town of Clarksville provides its residents and businesses with
solid waste collection services on a fee basis, and participation in the program is mandatory. The cost
for residential collection service is $7.50 per month for weekly service, while the fee for businesses is
based on the type of business and frequency of collection. Also, the Town provides programs to pick up
leaves and brush and provides space on Town property for County-operated recycling drop-off
facilities.®

Mecklenburg County does not provide solid waste collection services for its residents, though it does
offer such service to commercial establishments for a fee. County residents can deposit refuse at any of

® | ee, letter to Commission staff, February 1, 2013.
62 Settlement Agreement, Section 7.
63 .
Ibid.
* Ibid.
® |bid., Tab 5, pp. 21-22, and Tab 9; and Lee, letter to Commission staff, February 1, 2013.
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180 drop-off sites located throughout the County or at the regional landfill near Boydton, which is
operated by the Southside Regional Public Service Authority.*®

Upon annexation, the Town will extend its solid waste collection and disposal services to the annexed
areas. Residents and businesses should benefit from the Town’s solid waste collection service. The
extension of this service to newly-annexed areas will provide a convenience for residents who currently
haul their refuse to a County drop-off center. Additionally, the general availability of solid waste
collection services promotes the use of that service, reduces the incidence of illegal disposal and has a
beneficial effect on a community.

It should be noted that, elsewhere in this report, concerns have been raised regarding the Town’s plan
to provide alternate arrangements for garbage collection for residents of Annexation Area C who reside
along unimproved private roads.

Planning, Zoning, and Subdivision Regulation. The Town of Clarksville conducts its planning efforts
with the assistance of a planning commission and a comprehensive plan that was adopted in 2009.%’
The Town has not adopted a capital improvements plan to assist in the fiscal planning and
implementation of facilities contemplated by its comprehensive plan.®® With respect to development
controls, the Town has zoning and subdivision ordinances to assist in the management of its physical
development, which are administered as part of the town manager’s duties, who also serves as the

8970 Clarksville’s subdivision ordinance mandates connection to Town

Town’s zoning administrator.
utilities where such are available.”* The ordinance does not require the use of public streets in
subdivisions, permitting developers to create private street subdivisions where street maintenance is

the responsibility of its residents.”

Mecklenburg County also has a planning commission, and the County has a recently rewritten
comprehensive plan to guide its development.”’* Similar to the Town, the County has not adopted a
capital improvement plan to coordinate financial planning and execution of projects suggested within its
comprehensive plan.”” The County utilizes zoning and subdivision ordinances for the regulation of
development activity, the latter of which prohibit the use of private streets and require adherence to

VDOT standards.”®

Mecklenburg is one of five counties in Virginia in which its towns can exercise subdivision regulations up
to two miles beyond their jurisdictional boundaries; therefore, the Town’s subdivision ordinance already

® |bid., Tab 31.

&7 lbid., Tab 3, Comprehensive Plan.

® |bid., Tab 5, p. 2.

* |bid., Tab 5, p. 28. .

7 Responses of the Town of Clarksville to April 4, 2012 Questions and Requests for Additional Data, Information, and Documents Regarding
Proposed Town of Clarksville — Mecklenburg County Annexation Action, Tab 16.

” Code of the Town of Clarksville, Sections 151.074 and 151.075.

2 James E. Cornwell, Jr., Special Counsel for the Town of Clarksville, letter to Commission staff, March 19, 2013.
3 Mecklenburg County Zoning Ordinance, Section 1-22.

7 Haley, letter to Commission staff, February 8, 2013.

7 Haley, letter to Commission staff, March 15, 2013.

7® County Response to April 4, 2012 letter, Tab 1F.
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applies to the properties within the proposed annexation areas. Both the County’s and Town's
subdivision ordinances are applicable in the annexation areas, and, when regulations conflict, both
jurisdictions’ ordinances recognize that the more restrictive of the two is applicable.”” As a result of the
annexation, the County’s subdivision ordinance would no longer be applicable, thereby streamlining the
review process, as the County’s review of subdivision proposals would be eliminated.

With regard to the Town’s comprehensive plan, the Commission notes that it does not contain a future
land use map.”® While state law does not explicitly require such, the text of the Town’s plan makes
multiple references to a future land use map that was not incorporated into the adopted document.”
Generalized geographic descriptions of the Town’s future intended uses of land are necessary in order
to evaluate land use proposals, not only for the existing town but for the residents proposed to be
annexed so that they can be informed as to the potential uses of their land. Textual descriptions
provided in the Town’s comprehensive plan for future land uses are not adequate, creating a negative
impact for landowners in the annexation areas because the County’s plan document clearly delineates
the intended purpose of lands.** ®

The Town of Clarksville’s zoning ordinance states that properties annexed into the town, “shall,
immediately upon such annexation, be automatically classified as the district it abutts [sic], until a
zoning map for said area has been adopted by Town Council.”®* This is not typical of how most town
zoning ordinances approach this issue, as many other towns provide for an automatic zoning
classification to the least dense residential zoning category upon annexation, soon followed by adoption
of an appropriate zoning classification for each property. The Town’s existing language is ambiguous, as
it is not clear what zoning classification would be considered to be abutting annexed property. Further,
the zoning classification that is eventually determined by the Town Council to be appropriate could
constitute a “downzoning” of property should a more intense zone be applied immediately upon
annexation, only to be rezoned later to a lesser intensity upon individual parcel evaluation.®®

While the Town and County’s basic development requirements are fairly similar, the Town’s policies are
geared more toward an urbanizing area, primarily by mandating utility connections and permitting
additional density with requirements in place to minimize land use conflicts.®* One point to the contrary
of this is that the Town permits private streets within subdivisions, whereas the County does not.*
Because the County’s ordinance is more restrictive in that respect, private streets are not permitted
within the proposed annexation areas; however, upon annexation, private streets would be permissible.

7 Code of Virginia, Sections 15.2-2248 et seq.; Code of the Town of Clarksville, Section 151.050; Mecklenburg County Subdivision Ordinance,
Article V.

78 James E. Cornwell, Jr., Special Counsel for the Town of Clarksville, letter to Commission staff, March 19, 2013.

7® VSA Supporting Materials, Tab 3, Comprehensive Plan, Town of Clarksville, pp. 3, 48-50, and 57-60.

¥ County Response to April 4, 2012 letter, Tab 1D, Mecklenburg 2035 Long-Range Plan, Future Land Use map.

8 ySA Supporting Materials, Tab 3, Comprehensive Plan, Town of Clarksville, pp. 57-60.

# Town of Clarksville Zoning Ordinance, Section 2-6.

¥ “Downzoning” is not an illegal practice, however its application is controversial, and could be challenged in courts as a “taking.”

& Town of Clarksville Zoning Ordinance, Article 4; and Mecklenburg County Subdivision Ordinance. The Town’s zoning ordinance includes
Article 4, which contains several special provisions that are appropriate for urban or suburban areas, for example: additional screening and
setback requirements where commercial uses abut residential uses, and screening requirements for non-residential trash collection areas.
Mecklenburg County’s ordinance is more directed toward rural areas, with special provisions included for certain agricultural operations.
8 Lee, letter to Commission staff, February 1, 2013; and Haley, letter to Commission staff, February 8, 2013.
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Overall, the Town’s development policies are geared more toward more densely developed areas;
however, the application of its current land use plan and zoning ordinance in the annexation areas could
create questionable circumstances for property owners.

Crime Prevention and Detection. Because the law enforcement activities of Virginia towns supplement
those provided by a county’s sheriff’s office, the proposed annexation by the Town of Clarksville will
have the effect of providing additional and more intensive law enforcement services in the areas
annexed. The Town’s police department is staffed by seven full-time officers, of whom five are
dedicated to patrol duty with shifts staggered so as to provide 24-hour coverage.®® This staffing level is
sufficient to give the Town one dedicated patrol officer for every 228 residents or one officer for every
0.39 square miles. In FY 2011, 1,229 calls for service were received or 245.8 calls per patrol officer. Of
those calls, 187 (15.2%) were calls located outside the Town’s corporate limits to assist the County’s
response. With the level of staffing and incidence of activity requiring police response, the police
department has an average response time of about three to five minutes.®” Due to the volume of calls
that the Town already responds to that are outside the Town limits, Clarksville does not currently
anticipate the need for any additional law enforcement resources as a result of the annexation.®®

The Mecklenburg County Sheriff’s Office, which is headquartered in Boydton, has the primary law
enforcement responsibility for unincorporated areas of the County. The Office has 50 officers, including
the Sheriff, 24 of whom are dedicated to patrol responsibility. Therefore, the County (including its
constituent towns) has one patrol deputy for every 1,364 residents or one for every 52.32 square miles.
In FY 2011, the Sheriff’s Office responded to 12,078 calls for service or 503.25 per patrol deputy.®

The Commission has no knowledge of any extraordinary law enforcement problems in the proposed
annexation areas, and the incorporation of those areas is not anticipated to add substantially to the law
enforcement burden of the Town of Clarksville. The extension of the Town’s law enforcement services
to the areas subject to annexation on a regular and routine basis should benefit the residents and
businesses of those areas.

Public Works. The proposed annexations will result in the application of the Town’s policies and
procedures for the construction and maintenance of various public works in the annexed areas. In two
respects, Clarksville’s policies and procedures should be increasingly beneficial to the annexed areas and
their residents.

First, the Town currently requires the installation of curbs, gutters, and sidewalks in new developments
only if required by VDOT standards.”® The same applies to development in Mecklenburg County.”® For
existing streets without these amenities, the Town has a program for property owners to share in the

¥ VSA Supporting Materials, Tab 5, pp. 18-19; and Tab 9, p. 2.
¥ Ibid., Tab 5, pp 19-20.

® |bid., Tab 11 p. 12.

8 Haley, letter to Commission staff, February 8, 2013.

%0 Lee, letter to Commission staff, February 1, 2013.

o Haley, letter to Commission staff, February 8, 2013.
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cost of the installation of curbs, gutters, and sidewalks, which could be valuable as the needs of the
annexed areas change in the future.”

Second, the Town of Clarksville provides street lighting through an arrangement with the local electricity
provider, along with some ornamental lighting in the central business district that is owned and
maintained by the Town.” The Town has not yet evaluated the need for additional street lighting in the
annexation area; however, upon request, the Town Council can approve the funding and placement of
additional street lights within the Town.>* Currently, Mecklenburg County does not provide any street
lighting.”> These facilities contribute to public safety and can be a factor in crime prevention. In our
judgment, the areas proposed for annexation could benefit from the availability of street lighting
through the Town’s process.

Other Service Considerations. \With respect to three other principal public concerns — street
maintenance, recreation and fire protection — residents of the area proposed for annexation will not
experience any immediate change in service level as a result of their incorporation into the Town of
Clarksville. With respect to street maintenance, all public roads in Clarksville and the proposed
annexation areas are maintained by VDOT, with the exception of approximately two lane-miles within
the existing corporate limits that are maintained by the Town because they do not meet VDOT minimum
standards for acceptance in the state system.”® Since the annexation would not result in VDOT ceding
maintenance responsibilities to the Town, no changes are anticipated to street maintenance as a result
of the annexation.

In terms of public recreation, the County does not own or operate any park facilities but does provide
financial contributions to specific programs and facilities.”” The Town owns Robbins Park, a community
center, and a boat dock, while recreational programs and additional facilities are provided in the area
through various civic groups.”® While the proposed annexation will not directly affect the level of
recreational amenities in the areas annexed, the Town’s increased fiscal ability resulting from the
proposed annexation should benefit the annexation areas and its residents.

Regarding fire protection, the Town and Mecklenburg County jointly support the Clarksville Volunteer
Fire Department. The organization serves the Town and adjacent territory, including the area proposed
for annexation.”® Based on the fire suppression capabilities of the department, along with the Town’s
water system, properties located in the areas proposed for annexation that are within 1,000 feet of a
fire hydrant are classified 5 by the Insurance Services Office (ISO) in terms of their exposure to fire loss.
Other properties in the annexation areas that are more distant from fire hydrants have an ISO rating of

%2 Code of the Town of Clarksville, Section 91.004.

9 Lee, letter to Commission staff, February 1, 2013.

% VsA Supporting Materials, Tab 5, p. 24.

9 Haley, letter to Commission staff, February 8, 2013.

% VSA Supporting Materials, Tab 5, p. 23.

%7 County Response to April 4, 2012 letter, Tab 1F, Mecklenburg 2035 Long-Range Plan, p 49.

% VSA Supporting Materials, Tab 3, Comprehensive Plan, Town of Clarksville, pp. 39-42.

9 lbid., Tab 3, p. 37; and Mecklenburg County, Notice by the County of Mecklenburg of a Voluntary Annexation Settlement Agreement with the
Town of Clarksville, Tab C, p. 27.
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8A."° While residents will not see changes in fire protection immediately following the annexation, as
utilities are extended, it is likely that additional fire hydrants closer to many of these properties will
improve their ISO classification.

Summary of Service Considerations

In the preceding sections of this report, the Commission has endeavored to examine the existing and
prospective urban service needs of the areas proposed for annexation as well as the ability of the Town
of Clarksville to meet those needs. The Town is capable, in our judgment, of meeting the future needs
of those areas as they develop; however, the Town’s fiscal ability to provide utility extensions to
annexed residents, if required by the agreement, has not been demonstrated. In addition, the Town
should fully address the other concerns raised by the Commission regarding land use planning, zoning,
and solid waste collection prior to the Special Court’s consideration of the agreement. Should these
concerns be addressed by the Town, most of the annexation areas would benefit from the extension of
certain Town services and policies.

Interests of the Areas Proposed For Potential Future Annexation

The areas on the north side of Kerr Lake that could be subject to annexation in the future enjoy a similar
community of interest with the Town of Clarksville as the areas proposed for immediate annexation that
were discussed previously. While this annexation area is largely undeveloped, any development that
occurs in the future is likely to utilize the public and private sector amenities that originate from the
Town of Clarksville. The Town provides water and sewer service to the immediate area, making the
town the logical provider of utility service for any future development in this annexation area.’™ The
EDA property is the only part of this annexation area that can develop in the future. It is physically
disconnected from the existing town by Occoneechee State Park, and the majority of the Town is across
Kerr Lake. Although this physical separation exists, any development that occurs in this area will have a
greater need for urban services than the surrounding rural areas, reinforcing its connection with the
Town of Clarksville. With respect to these additional service needs, the Town should be able to absorb
the impact of providing additional services to the area as the area develops.

As noted previously, the annexation of the land within the state park would result in lower water and
sewer rates for the Virginia Department of Conservation and Recreation (DCR), the operator of the state
park. This state agency has provided the Commission with a letter outlining all of its areas of concern
with the Voluntary Settlement Agreement, which is attached as Appendix E. Specifically, the
Commission notes that the ownership of the state park property is incorrectly reflected in the
agreement, as the land is owned by the US Army Corps of Engineers, and is leased to DCR. The
settlement agreement also discusses alternatives for providing road access to the Clarksville EDA
property, which cannot be granted through the state park, due to federal restrictions on the property.

100 Haley, letter to Commission staff, March 15, 2013.

1% settlement Agreement, Exhibits 4 & 5.
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Interests of the County of Mecklenburg

While the annexation proposed in the agreement will result in a slight restriction of County revenues, it
can still have long-term benefits for the County. Although the proposed annexation will not affect the
County’s property tax receipts, it will modestly reduce the County’s collections from some of its
secondary revenue sources.’® Estimates developed by the Town indicate that the proposed agreement
will result in the County’s loss during the first year after annexation of approximately $18,690 in general
fund revenues.'® That estimated revenue loss constitutes an amount equal to only 0.05% of the

1% The annexation will also result in a reduction in

County’s total general fund revenues during FY 2012.
public service responsibilities for certain government functions, though the savings that would be

realized by the County are anticipated to be minimal.

Aside from the proposed annexation, there are other elements of the proposed agreement which affect
the interests of Mecklenburg County. First, the agreement resolves the adversarial annexation action
instituted by the Town, thereby avoiding the costs associated with litigation. Second, the County will be
able to market in-town water and sewer rates for the Kinderton Technology Park.'® The County has
also made significant investments in three particular economic development programs: Kinderton
Technology Park, Lakeside Commerce Park, and the HP/EDS facility. The proposed agreement will keep
these areas in the unincorporated area of the County. Further, the County has agreed to a revenue-
sharing arrangement by which it will forego a portion of revenue, for a limited duration, to the Town
that is generated by the future development of the Kinderton Technology Park and the Clarksville EDA
property. Because these revenues are based on prospective future development, determining the
impact of this revenue-sharing arrangement is not possible; however, these revenues have not yet been
realized by the County because these properties have not yet developed.

A fiscally stable Town can also be a benefit for the County. While the proposed agreement seems to be
beneficial for the Town’s general fund, that does not appear to be the case for the Town’s enterprise
fund. The water and sewer fund, which is currently being supported by transfers from the Town’s
general fund, stands to lose revenue under the proposed agreement. In addition to those decreases in
revenue, water and sewer lines may need to be extended in some of the annexation areas under
specified circumstances. If further fiscal hardship were to come to the Town after annexation, it is also
detrimental to the County.

Interests of the Commonwealth

The Commission notes that this proposed agreement between the Town of Clarksville and Mecklenburg
County is the product of negotiations conducted under a State-established process, which encourages
the settlement of interlocal issues. By the establishment of this negotiation process, the State has
expressed its desire for local governments to effect a resolution of their interlocal concerns within the

102 A Supporting Materials, Tab 11, Table 12.

103 .
Ibid.
1% County of Mecklenburg, Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2012, p.13. The County had $37.8 million in
general fund revenues in FY 2012.
1% ySA Supporting Materials, Tab 1, p. 9.
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parameters established by law. This agreement, which constitutes a locally effected reconciliation of
the needs and interests of the Town and County, is consistent with the interest of the Commonwealth in
the promotion of negotiated settlements.

The principal interest of the State in the resolution of this and all interlocal issues subject to the
Commission’s review is the preservation and promotion of the viability of the affected local
governments. As previous sections of this report have indicated, the provisions in the proposed
settlement agreement will afford Clarksville with an opportunity to extend its boundaries, increase its
fiscal resources, and provide municipal services to that larger area. The increased viability of the Town
of Clarksville, which has historically played a significant role in western Mecklenburg County in providing
urban services, will enhance its capacity to serve the general area. In sum, the Commission finds that
the proposed agreement, negotiated by the governing bodies of the Town and County, is consistent
with the interest of the Commonwealth in the promotion and preservation of the viability of Virginia’s

local governments.

PUBLIC FINANCE PROFILES

Town of Clarksville

The Town of Clarksville’s 2012 Comprehensive Annual Financial Report was not available at the time this
report was written. Therefore, the Commission was obliged to use FY 2011 data for its analysis.

In the proposed settlement agreement, the Town will extend its boundaries in three areas. This will add

1% The immediate financial impact to the Town will be

approximately 722.54 acres to the Town.
increases in revenues to the general fund (mainly in the form of property taxes), increases in service
expenditures to the general fund, and decreases in service fees to the enterprise fund (because lower in-
town water and sewer rates will be charged to residents of the annexation areas). The effects of the

proposed agreement to the Town’s enterprise fund are the most concerning to the Commission.

Short Term Financing. Two methods to analyze a locality’s short-term financial health are their current
ratio and their cash ratio. While the current ratio for the Town has fluctuated over time, it has increased
from 1.76 in FY 2007 to 2.29 in FY 2011."" A primary driver of these fluctuations has been the current
portion of long term debt, which was as low as $227,259 and as high as $503,871 between FY 2007-
2011.'°% Meanwhile, after a decline from FY 2007 to FY 2008, the Town’s cash ratio has improved every
year through FY 2011."° The Town’s cash and equivalents currently represent 82.9% of current

1% ySA Supporting Materials, Tab 1, page 3.

The current ratio is computed as current assets divided by current liabilities. It is a measure of short-term liquidity. See also Appendix B,
Table 7.

1% The current portion of long term debt is due within one year of the end of the most recently completed fiscal year. See also Appendix B,
Table 1.

1% The cash ratio is computed as cash and cash equivalents divided by current assets. It shows the percentage of “near-cash” assets among all
short-term assets. See also Appendix B, Table 7.
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assets.”o

FY 2007.

These ratios indicate that the Town’s ability to meet its short-term needs has improved since

The Town’s annual report does not indicate a policy regarding a fund balance target for the general
fund. The unassigned fund balance of the general fund was 19.8% of general fund expenditures in FY
2007 and grew to 32.4% by FY 2010.™" That percentage retreated to 29.0% in FY 2011 because of the
purchase of a new fire truck, which was recorded as a public safety expense.’? This illustrates that the
Town’s ability to handle financial adversity within the general fund is improving.

Since FY 2007, the Town’s general fund has generally operated with a surplus.’*® The degree of surplus
has been diminished by annual transfers from the general fund to the enterprise fund. In FY 2007, this
transfer was $366,000.* By FY 2011, the transfer was down to $60,000.*> A self-sufficient enterprise
fund would reduce future burdens on the general fund.

While the enterprise fund has technically operated at a surplus every year between FY 2007-2011, after
accounting for interest expenses on long-term debt, the Town has actually experienced a loss every year

in its enterprise fund since FY 2008.™°

If not for grant income, it would have also experienced a loss in
FY 2007."" The Town has been using transfers from the general fund and unrestricted net assets to
offset these losses. This practice cannot be sustained over the long term. Additionally, lower in-town
water and sewer rates will be charged to residents of the annexation areas; therefore, charges for
services will decline. The Town estimates that these losses will equal $45,700 annually.™® If the Town
has to issue debt in order to connect new users to their water and sewer systems, it will become
increasingly difficult for the enterprise fund to be self-sustaining. These issues could prove stressful to
the general fund if annual transfers to the enterprise fund need to increase after the effective date of

annexation.

Capital Structure. Total liabilities of the Town have decreased nominally and as a percentage of total
assets in every year since FY 2007. They totaled $6.3 million in FY 2007 (47.7% of total assets) and
dropped to $5.6 million by FY 2011 (41.5% of total assets).®> The primary reason for the decreases has
been the reduction in long-term debt. Long-term debt totaled $5.7 million in FY 2007 but was reduced
to $5.1 million by FY 2011.*%°

According to Clarksville’s Comprehensive Annual Financial Report (CAFR) for FY 2011, the enterprise
fund is responsible for the majority of general obligation bonds issued by the Town. By the end of FY
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Appendix B, Table 7.

111 Ibid.

2 bid. See also Appendix B, Table 3.

' Appendix B, Table 3.
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115 Ibid.

'8 Appendix B, Table 5. Interest expenses are not considered a part of operations.
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¥ ySA Supporting Materials, Tab 11, Table 13.
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121

2011, the balance of general obligation bonds remaining was $5.5 million.” The enterprise fund was

responsible for $4.7 million of that debt, or 86.5% of general obligation bonds of the Town.?

Nominal net assets of the Town have increased from $6.9 million in FY 2007 to $7.9 million in FY 2011.**

This gain can be attributed to gains in both capital assets and the unrestricted portion of net assets.
Unrestricted net assets, which are a measure of a locality’s ability to meet its expenditures in poor
economic times, increased from $0.9 million in FY 2007 to $1.1 million in FY 2011.***

It should be noted that, as of the end of FY 2011, the Town’s capital assets were more than 50%
depreciated.’® Therefore, the possibility exists for capital improvement needs in the near future, which
could lead to new debt issues. According to the Town’s FY 2011 CAFR, these purchases will likely be for
furniture, equipment, and vehicles. A capital improvement plan could help the Town plan for these
expenditures.

County of Mecklenburg

The provisions of the proposed settlement agreement do not greatly impact the financial status of the
County. The County stands to lose some revenues in the annexation areas in the forms of local sales
taxes, lodging taxes, and utility taxes. Those revenue losses are expected to be $18,690 per year.'?
Meanwhile, the agreement protects the County’s investments in the Kinderton Technology Park, as well
as other properties.

Short Term Financing. Analysis of the County’s financial statements over the last six years indicates a
stable financial situation. The County’s current ratio has improved from 9.38 in FY 2007 to 10.18 in FY
2012."*" Their cash ratio has also improved slightly: from 87.3% in FY 2007 to 87.9% in FY 2012.'
These changes indicate an ability to satisfy short-term needs at a slightly increasing rate.

The County does not have a minimum requirement for its fund balance. In FY 2007, the unassigned fund
balance of the general fund represented 5.6% of general fund expenditures.’®® By FY 2012, that

130

percentage improved to 9.5%. The increase is partly attributed to a reduction in general fund

expenditures over the period. The progress shown by the County further illustrates its financial stability.

The County has also maintained a surplus in the general fund over the last six fiscal years. In FY 2007,
the County experienced an operating gain in the general fund of $2.8 million.”*! In FY 2012, they

2! Fy 2011 Town of Clarksville Comprehensive Annual Financial Report, page 32.

122 Ibid.
123 Appendix B, Table 1.

124m

12 Fy 2011 Town of Clarksville Comprehensive Annual Financial Report, page 29.

VSA Supporting Materials, Tab 11, Table 12

The current ratio is computed as current assets divided by current liabilities. It is a measure of short-term liquidity. See also Appendix C,
Table 4.

1% The cash ratio is computed as cash and cash equivalents divided by current assets. It shows the percentage of “near-cash” assets among all
short-term assets. See also Appendix C, Table 4.

' Appendix C, Table 4.
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B2 This change represents a 154.8% increase in operating

improved their operating gains to $7.1 million.
gains over the last six years. The primary drivers of these gains have been the County’s local tax
receipts. In FY 2007, local tax collections were $23.7 million."*®> Those collections increased to $29.4
million in FY 2012.2** This change represented an increase of 23.9% over the period. This increase has

occurred without significant changes to its tax rates.*

Capital Structure. The County’s long-term-debt-to-assets ratio has decreased every year since FY 2007.
In FY 2007, long-term-debt represented 33.0% of total assets."*® By FY 2012, that percentage dropped
to 15.3%."” Additionally, total debt of the County as a percentage of total assets has decreased from
37.6% in FY 2007 to 19.0% in FY 2012."*

Net assets have increased nominally since FY 2007 and also as a percentage of total assets. Net assets in
FY 2007 equaled $25.3 million, which represented 62.4% of total assets.”* In FY 2012, net assets grew
to $54.6 million, which represents 81.0% of total assets.**® The primary reason for this increase was the
renovation of the County’s courthouse. In addition, unrestricted net assets as a percentage of total
assets have also increased. In FY 2007, unrestricted net assets represented 30.7% of total assets.’** By
FY 2012, that percentage had improved to 32.5%."*

FINDINGS AND RECOMMENDATIONS

In the preceding sections of this report, the Commission has reviewed a proposed voluntary settlement
agreement negotiated by the Town of Clarksville and Mecklenburg County addressing the interests of
the two jurisdictions. Based upon that review, we find that the agreement promotes the viability of
both local governments and is consistent with the best interests of the Commonwealth. Accordingly, we
recommend the court’s approval of the agreement. While finding the agreement to be in the best
interest of the Commonwealth, there are several issues which we are obliged to address.

Fiscal Management

As stated previously within this report, the Commission has found that the Town’s existing wastewater
system in Clarksville has about $3 million in needs. This is in addition to the existing $4.7 million in debt
that is currently assigned to the water and sewer fund. Provisions within the agreement could incur an
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bid.

'3 |bid. Local tax receipts can be computed as the sum of “general property taxes” and “other local taxes.”
* Ibid.

135 ySA Supporting Materials, Tab 36. Real estate and mobile home tax rates decreased from $0.36 per $100 of assessed value to $0.34 in FY
20009, but returned to $0.36 in FY 2012.

3% Appendix C, Table 4.

137M
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additional $1.5 million in water and sewer line extensions to serve Areas A and C, depending upon
circumstances beyond the Town’s control. Current enterprise account revenues will decrease after the
annexation due to out-of-town customers transitioning to in-town rates, and the fund is not self-
sustaining, as it relies on an annual subsidy from the Town’s general fund.

In order to plan for these fiscal needs, the Commission strongly recommends that the Town adopt and
annually revise a capital improvements program as authorized by Section 15.2-2239 of the Code of
Virginia, and an associated capital improvements fund that is maintained separately from any operating
funds. This will provide the Town with the necessary fiscal tools to prioritize facility needs during its
annual budgeting process and to plan for such needs several years into the future.

While Mecklenburg County already uses a capital fund to prepare for its infrastructure needs, the
Commission recommends that it also adopt and annually revise a capital improvements program, in
order to ensure that adequate fiscal planning and prioritization occurs on an annual basis.

Boundaries of the Areas Proposed for Annexation

By oral testimony received at the public hearing on January 28, 2013 and by a number of written
submissions, the Commission was urged to recommend the exclusion of certain parcels of land from the
area proposed for annexation.’*® Most of these citizens based their request upon claims that their
properties have no need for municipal services. After extensive consideration of these concerns, the
Commission found that these claims are not sufficient on their own to justify the exclusion of these
properties from the annexation area. However, the Commission has determined that justification may
exist for excluding certain properties within the northern part of Area C for a different reason.

Annexation of the northern part of Area C, specifically those properties that do not front on a publicly
maintained road or have access to public water or sewer lines, should not occur at the present time, and
the Commission recommends that the parties consider revising the boundary of Area C to exclude these
properties, generally as shown on the map attached as Appendix F. The Town’s obligation, as set forth
in the proposed agreement, to extend water and sewer lines to these properties would be triggered by
well and septic system failures of individual property owners, and no funding stream to fulfill such an
obligation has been identified. The Commission is also concerned that the Town’s plan to provide refuse
collection using a pickup truck, since these private roads cannot handle heavy trucks, will not be an
efficient use of Town resources. In lieu of including these properties within Area C at this time, we also
recommend that the parties consider revising the agreement to permit Clarksville to annex these
properties at such time that the Town can demonstrate that it can financially support utility extensions
to the area and resolve the solid waste collection issue.

While the Commission normally does not recommend excluding properties, especially when it would
result in a pocket of unincorporated territory that is virtually surrounded by incorporated town lands, in
this instance, the Commission had to balance the importance of permitting the Town to expand to

3 Almost all of the residents requesting exclusion from the area proposed for annexation resided in the northern portion of Area C, which is

not served by public water or sewer and is accessed by private, unimproved roads.
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incorporate a prime vacant industrial site, (the Burlington Industries property) with the Town’s ability to
provide services to all of Area C. Given the need for economic growth in the Town, the fact that the
Town already provides water and sewer services to most of the remaining tracts in Area C, and the
financial difficulties that the Town would incur in providing services to the northern part of Area C, we
believe that it would be appropriate in this instance for these specific properties to be excluded from
the annexation area until the Town is in a better fiscal position to serve these properties.

Future Land Use Plan

As noted previously in this report, the Town’s comprehensive plan does not include a land use plan map,
although it is referenced within the text of the plan. Such a plan should be incorporated into the
document to provide existing in-town and annexation area property owners an indication of the Town’s
intent for how those properties are to develop. This map is also necessary in order for the Town to
evaluate the proper zoning of property, a process which the Town will need to embark upon shortly
after the effective date of the annexation.

Proposed Future Boundary Adjustment Area

The agreement provides the Town with the option to annex lands within Occoneechee State Park and
the Clarksville EDA-owned property in lieu of a revenue sharing arrangement with the County. If the
Town were to exercise this annexation option, which it could do immediately following the approval of
the agreement by the Special Court, it would decrease revenues to the Town’s enterprise fund even
further than caused by the immediate annexation areas, as the park is a large utility customer that
would transition to in-town utility rates. The Town should be cautious not to exercise the annexation
rights to these properties until such time that this revenue reduction can be easily absorbed.
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Respectfully submitted,

/s/

John G. Kines, Jr., Chairman

/s/

John T. Stirrup, Jr., Vice-Chairman

/s/

Harold H. Bannister, Jr.

[s/

Wanda C. Wingo
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Appendix A: Voluntary Settlement Agreement
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Appendix B: Financial Data for the Town of Clarksville



Table 1 Town of Clarksville

Government-wide 2011 2010 2009 2008 2007 2011 2010 2009 2008 2007
Common-Size Statements
Assets
Current Assets
Cash and cash equivalents $1,020,000 $908,900 $915,763 $833,077 $821,549 7.6% 6.8% 6.7% 6.3% 6.2%
Receivables 181,699 240,088 287,533 280,281 161,596 1.4% 1.8% 2.1% 2.1% 1.2%
Property taxes receivable 28,855 29,720 32,943 29,269 34,393 0.2% 0.2% 0.2% 0.2% 0.3%
Total Current 1,230,555 1,178,708 1,236,240 1,142,626 1,017,538 9.1% 8.8% 9.0% 8.6% 7.7%
Noncurrent Assets
Capital assets:
Land and land improvements 4,259,115 4,259,115 4,259,115 3,729,245 3,591,831 31.7% 31.8% 31.1% 28.2% 27.3%

Other capital assets, net of accumulated depreciation 7,964,866 7,960,135 8,213,533 8,366,021 8,551,047 59.2% 59.4% 59.9% 63.2% 65.0%
Total Noncurrent 12,223,980 12,219,250 12,472,648 12,095,265 12,142,878 90.9% 91.2% 91.0% 91.4% 92.3%
Total Assets 13,454,535 13,397,959 13,708,887 13,237,892 13,160,416 100.0% 100.0% 100.0% 100.0% 100.0%
Liabilities
Current Liabilities
Accounts payable and accrued liabilities 73,538 134,069 225,516 195,154 65,202 0.5% 1.0% 1.6% 1.5% 0.5%
Deferred revenue 28,855 29,720 32,943 29,269 34,393 0.2% 0.2% 0.2% 0.2% 0.3%
Customer security deposits 14,747 13,148 11,858 12,063 10,688 0.1% 0.1% 0.1% 0.1% 0.1%
General obligation bonds - within one year 419,348 227,259 274,196 503,871 467,232 3.1% 1.7% 2.0% 3.8% 3.6%
Total Current 536,489 404,196 544,513 740,356 577,514 4.0% 3.0% 4.0% 5.6% 4.4%
Noncurrent Liabilities
General obligation bonds - more than one year 5,053,173 5,224,747 5,384,930 5,505,569 5,700,449 37.6% 39.0% 39.3% 41.6% 43.3%
Total Noncurrent 5,053,173 5,224,747 5,384,930 5,505,569 5,700,449 37.6% 39.0% 39.3% 41.6% 43.3%
Total Liabilities 5,589,662 5,628,943 5,929,443 6,245,926 6,277,964 41.5% 42.0% 43.3% 47.2% 47.7%
Net Assets
Invested in capital assets, net of related debt 6,751,459 6,767,243 6,813,522 6,085,825 5,975,197 50.2% 50.5% 49.7% 46.0% 45.4%
Unrestricted 1,113,414 1,001,772 965,923 906,141 907,255 8.3% 7.5% 7.0% 6.8% 6.9%
Total Net Assets 7,864,873 7,769,015 7,779,444 6,991,966 6,882,452 58.5% 58.0% 56.7% 52.8% 52.3%
Liabilities and Net Assets $13,454,535 $13,397,959 $13,708,887 $13,237,892 $13,160,416 100.0% 100.0% 100.0% 100.0% 100.0%
Source:

Town of Clarksville, Comprehensive Annual Financial Report, editions (2007-2011)

Note: Common-Size Statements allow the reader to analyze the proportion that an individual asset or liability represents as a percentage of total assets.



Table 2

Town of Clarksville

General Fund

Assets

Cash and cash equivalents
Receivables

Property taxes receivable
Total Assets

Liabilities

Current Liabilities
Accounts payable and accrued liabilities
Deferred revenue

Total Liabilities

Fund Balance

Unassigned
Total Fund Balance

Liabilities and Fund Balance

2011 2010 2009 2008 2007 2011 2010 2009 2008 2007
Common-Size Statements

$556,332 $498,683 $484,550 $334,028 $279,825 89.7% 82.4% 78.1% 657% 80.2%
34,954 76,998 103,250 145,294 34,614 56% 12.7% 16.6% 28.6% 9.9%
28,855 29,720 32,943 29,269 34,393 4.7% 4.9% 5.3% 5.8% 9.9%
620,142 605,401 620,743 508,590 348,832 100.0% 100.0% 100.0% 100.0% 100.0%
55,645 75,609 168,434 171,231 46,777 9.0% 12.5% 27.1% 33.7% 13.4%
28,855 29,720 32,943 29,269 34,393 4.7% 4.9% 5.3% 5.8% 9.9%
84,500 105,329 201,377 200,500 81,169 13.6% 17.4% 32.4% 39.4% 23.3%
535,642 500,072 419,366 308,090 267,663 86.4% 82.6% 67.6% 60.6% 76.7%
535,642 500,072 419,366 308,090 267,663 86.4% 82.6% 67.6% 60.6% 76.7%
$620,142 $605,401 $620,743 $508,590 $348,832 100.0% 100.0% 100.0% 100.0% 100.0%

Source:

Town of Clarksville, Comprehensive Annual Financial Report, editions (2007-2011)

Note: Common-Size Statements allow the reader to analyze the proportion that an individual asset or liability represents as a percentage of total assets.




Table 3

Town of Clarksville

General Fund
Revenues

General property taxes

Other local taxes

Permits, privilege fees, and regulatory licenses
Fines and forfeitures

Use of money and property

Charges for services

Other

Intergovernmental - Commonwealth
Intergovernmental - Federal

Total revenues

Expenditures

General government administration
Public safety

Public works

Parks, recreation, and cultural
Community development

Debt service

Total expenditures

Excess (deficiency) of revenues over expenditures

Other Financing Sources (Uses)
Proceeds from loans

Transfers in

Transfers out

Total other financing sources (uses)
Net change in fund balances

Fund Balances at July 1
Fund Balances at June 30

2011 2010 2009 2008 2007
$460,884  $459,168  $455,495  $406,694  $364,947
640,080 626,374 661,209 644,472 603,425
1,100 625 650 1,050 320
41,548 34,244 59,166 50,452 47,620
40,211 40,076 35,917 37,716 40,025
122,238 117,761 119,638 120,346 112,379
223,631 116,073 298,334 45,544 25,269
74,645 104,409 309,101 114,691 136,769
116,700 151,368 343,419 334,375 22,023
1,721,038 1,650,098 2,282,929 1,755,339 1,352,777
244,047 221,102 231,963 242,752 214,974
892,781 563,376 499,331 528,226 533,331
492,542 457,409 464,166 406,205 427,791
55,816 43,130 53,120 79,680 44,449
95,754 145,599 563,196 353,381 73,227
64,242 112,525 321,378 70,131 59,871
1,845,182 1,543,142 2,133,153 1,680,375 1,353,642
(124,144) 106,956 149,776 74,964 (865)
219,714 33,750 16,500
4,463 7,566
(60,000) (60,000) (55,000) (39,000)  (366,000)
159,714 (26,250) (38,500) (34,537)  (358,434)
35,570 80,706 111,276 40,428 (359,299)
500,072 419,366 308,090 267,663 626,961
$535,642  $500,072  $419,366  $308,090  $267,663

Source:

Town of Clarksville, Comprehensive Annual Financial Report, editions (2007-2011)




Table 4 Town of Clarksville

Enterprise Fund 2011 2010 2009 2008 2007 2011 2010 2009 2008 2007
Common-Size Statements

Assets

Current Assets

Cash and cash equivalents $267,440 $217,141 $236,589 $283,833 $328,978 3.0% 24% 25% 3.0% 3.4%
Receivables 146,745 163,090 184,284 134,987 126,982 1.7% 1.8%  2.0% 1.4% 1.3%
Total Current 414,186 380,231 420,872 418,819 455,960 47% 42% 45% 44% 4.7%

Noncurrent Assets

Capital assets, net 8,383,285 8,687,306 8,978,506 9,019,296 9,231,658 953% 95.8% 95.5% 95.6% 95.3%
Total Noncurrent 8,383,285 8,687,306 8,978,506 9,019,296 9,231,658 95.3% 95.8% 95.5% 95.6% 95.3%
Total Assets 8,797,471 9,067,538 9,399,379 9,438,116 9,687,618 100.0% 100.0% 100.0% 100.0% 100.0%
Liabilities

Current Liabilities

Accounts payable and accrued liabilities 17,893 58,460 55,162 22,002 18,425 0.2% 0.6% 0.6% 0.2% 0.2%
General obligation bonds - within one year 141,015 163,351 155,696 132,213 130,103 1.6% 1.8% 1.7% 1.4% 1.3%
Total Current 158,908 221,811 210,858 154,215 148,528 1.8% 2.4% 2.2% 1.6% 1.5%

Noncurrent Liabilities

Customer deposits 14,747 13,148 11,858 12,063 10,688 0.2% 0.1% 0.1% 0.1% 0.1%
General obligation bonds - more than one year 4,592,572 4,732,827 4,895,550 5,004,800 5,136,347 52.2% 52.2% 52.1% 53.0% 53.0%
Total Noncurrent 4,607,319 4,745,974 4,907,407 5,016,863 5,147,034 52.4% 52.3% 52.2% 53.2% 53.1%
Total Liabilities 4,766,227 4,967,785 5,118,265 5,171,078 5,295,562 54.2% 54.8% 545% 54.8% 54.7%
Net Assets

Invested in capital assets, net of related debt 3,649,698 3,791,129 3,927,261 3,882,283 3,965,208 41.5% 41.8% 41.8% 41.1% 40.9%
Unrestricted 381,545 308,624 353,853 384,755 426,847 4.3% 3.4% 3.8% 4.1% 4.4%
Total Net Assets 4,031,244 4,099,753 4,281,114 4,267,038 4,392,056 45.8% 45.2% 45.5% 45.2% 45.3%
Liabilities and Net Assets $8,797,471 $9,067,538 $9,399,379 $9,438,116 $9,687,618 100.0% 100.0% 100.0% 100.0% 100.0%
Source:

Town of Clarksville, Comprehensive Annual Financial Report, editions (2007-2011)

Note: Common-Size Statements allow the reader to analyze the proportion that an individual asset or liability represents as a percentage of total assets.



Table 5

Town of Clarksville

Enterprise Fund
Operating Revenues

Charges for services
Penalties

VDH Planning Grant
Rural development grant
Other charges

Total operating revenues

Operating Expenses

Water treatment
Wastewater treatment
Administration

Line maintenance

WTP upgrade

Lift stations
Depreciation

Total operating expenses
Operating income (loss)

Nonoperating Revenues (Expenses)

Interest income

Interest expense

Grant income

Net nonoperating revenue (expenses)

Income (loss) before transfers and capital contributions

Transfers in
Change in net assets

Prior Period Adjustment

Net Assets at July 1
Net Assets at June 30

2011 2010 2009 2008 2007
$1,028,605 $993,139 $978,546 $987,813 $950,758
10,519 13,324 11,687 14,368 15,806
32,832 20,200
25,000 181,535
4,909 6,396 1,158 29,699 1,647
1,076,865 1,058,058 1,172,926 1,031,880 968,211
169,082 192,329 188,626 192,379 265,302
218,240 171,853 193,918 181,711 165,850
106,750 99,702 106,533 99,969 93,615
123,084 151,878 158,609 145,175
22,800 82,059
50,428 42,524 27,799 24,160 20,447
309,421 312,300 306,374 298,761 298,936
999,806 1,052,646 981,861 942,154 844,149
77,059 5,413 191,066 89,726 124,062
167 709 2,265 7,436 12,585
(205,735)  (247,483)  (234,255)  (238,180)  (241,820)
218,881
(205,568)  (246,774)  (231,990)  (230,744) (10,354)
(128,509)  (241,361) (40,924)  (141,018) 113,708
60,000 60,000 55,000 16,000 366,000
(68,509)  (181,361) 14,076 (125,018) 479,708
4,099,753 4,281,114 4,267,038 4,392,056 3,912,348
$4,031,244 $4,099,753 $4,281,114  $4,267,038  $4,392,056

Source:

Town of Clarksville, Comprehensive Annual Financial Report, editions (2007-2011)




Table 6

Town of Clarksville

Water & Sewer

Cash Flows from Operating Activities
Receipts from customers

Other receipts

Payments to personnel and suppliers
Net Cash from Operating Activities

Cash Flows from Noncapital Financing Activities

Funds from (paid to) other funds
Net Cash from Noncapital Financing Activities

2011 2010

$1,055,469 $1,058,874

2009 2008 2007

$942,094 $1,020,808 $956,154

Cash Flows from Capital and Related Financing Activities

Purchases and construction of capital assets

Proceeds of grant

Proceeds of loans

Principal paid on capital debt

Interest paid on capital debt

Net Cash from Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest income
Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Year
Cash and Cash Equivalents - End of Year

Reconciliation of Operating Income (Loss) to Net Cash
Provided by (Used in) Operating Activities

Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:

Depreciation expense
Increase in receivables, net
Increase in accounts payable and accrued expenses

Net Cash Provided by Operating Activities

37,741 20,375 181,535 3,068 1,647
(729,352)  (735,755) (642,532)  (638,442) (540,331)
363,858 343,494 481,098 385,434 417,470
60,000 60,000 55,000 16,000 366,000
60,000 60,000 55,000 16,000 366,000
(5,400)  (21,100) (265,584)  (86,400) (217,738)
218,881

50,000

(162,591)  (155,068)  (85,768)  (129,436) (112,359)
(205,735)  (247,483) (234,255)  (238,180) (241,820)
(373,726)  (423,651) (585,607)  (454,015) (303,036)
167 709 2,265 7,436 12,585
50,299 (19,448)  (47,244)  (45,146) 493,020
217,141 236,589 283,833 328,978 (164,041)
$267,440  $217,141 $236,589  $283,833 $328,978
77,059 5413 191,066 89,726 124,062
309,421 312,300 306,374 298,761 298,936
16,345 21,193 (49,297) (8,005)  (10,565)
(38,967) 4,588 32,955 4,951 5,038
$363,858  $343,494 $481,098  $385,434 $417,470

Source:

Town of Clarksville, Comprehensive Annual Financial Report, editions (2007-2011)




Table 7

Ratios

From Government-wide Statements:

Current (Current Assets/Current Liabilities)

Cash (Cash and Equivalents/Current Assets)
Debt-to-assets (Total Liabilities/Total Assets)
LTD-to-assets (Noncurrent Liabilities/Total Assets)
Unrestricted (Unrestricted Net Assets/Total Assets)

From General Fund Statements:
GF Unrestricted (Unassigned fund balance/Total GF Expenditures)

From Enterprise Fund Statements:
Ent Unrestricted (Unrestricted Net Assets/Operating Expenses)

Town of Clarksville

2011

2010

2009

2008

2007

2.29
82.9%
0.4154
0.3756
0.0828

0.2903

0.3816

2.92
77.1%
0.4201
0.3900
0.0748

0.3241

0.2932

2.27
74.1%
0.4325
0.3928
0.0705

0.1966

0.3604

1.54
72.9%
0.4718
0.4159
0.0685

0.1833

0.4084

1.76
80.7%
0.4770
0.4332
0.0689

0.1977

0.5057



Appendix C: Financial Data for Mecklenburg County



Table 1

County of Mecklenburg

Governmental Activities
Assets

Current Assets

Cash and cash equivalents
Restricted cash

Receivables

Due from other governments
Total Current

Noncurrent Assets

Net OPEB asset

Land and construction in progress
Other capital assets, net

Total Noncurrent

Total Assets

Liabilities

Current Liabilities

Accounts payable

Deferred revenue

Bonds, loans, and capital leases payable
Total Current

Compensated absences

Net OPEB obligation

Landfill obligation

Bonds, loans, and capital leases payable
Total Noncurrent

Total Liabilities

Net Assets
Restricted for capital projects
Unrestricted

Total Net Assets

Liabilities and Net Assets

Invested in capital assets, net of related debt

2012 2011 2010 2009 2008 2007 2012 2011 2010 2009 2008 2007
Common-Size Statements
$22,920,520 $17,267,427 $18,743,349 $19,180,953 $17,879,466 $15,385,523 34.0% 28.1% 32.8% 42.6% 42.0% 38.0%
6,152 9,576 590,351 0.0% 0.0% 0.0% 0.0% 0.0% 1.5%
1,872,479 1,863,518 1,912,054 1,014,253 1,278,001 1,370,005 28% 3.0% 33% 23% 3.0% 3.4%
1,292,631 1,453,310 2,012,266 244,472 370,286 282,241 19% 24% 35% 05% 09% 0.7%
26,085,630 20,584,255 22,667,669 20,445,830 19,537,329 17,628,120 38.6% 33.5% 39.7% 45.4% 459% 43.5%
320,961 201,758 05% 03% 0.0% 0.0% 0.0% 0.0%
449,472 449,472 12,734,601 2,549,364 449,472 449,472 07% 07% 223% 57% 11% 1.1%
40,644,364 40,263,938 21,724,780 22,058,738 22,612,270 22,443,619 60.2% 65.5% 38.0% 49.0% 53.1% 55.4%
41,414,797 40,915,168 34,459,381 24,608,102 23,061,742 22,893,091 61.4% 66.5% 60.3% 54.6% 54.1% 56.5%
67,500,427 61,499,423 57,127,050 45,053,932 42,599,071 40,521,211 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
636,864 1,010,250 1,156,098 248,864 317,245 231,553 09% 16% 2.0% 06% 07% 0.6%
1,427,049 1,360,580 1,679,143 821,155 870,576 1,222,211 21%  22%  2.9% 1.8% 2.0% 3.0%
498,850 484,461 470,290 456,326 447,559 425,361 07% 08% 08% 1.0% 11% 1.0%
2,562,763 2,855,291 3,305,531 1,526,345 1,635,380 1,879,125 38% 46% 58% 3.4% 38% 4.6%
1,271,236 1,247,391 1,208,940 1,223,160 1,131,060 1,204,768 19% 2.0% 21% 27% 2.7% 3.0%
103,600 0.0% 00% 02% 0.0% 0.0% 0.0%
1,091,513 2,065,930 2,053,291 1,050,051 1,929,567 1,759,629 1.6% 3.4% 3.6% 23% 45% 4.3%
7,929,570 8,449,841 8,955,723 9,447,434 9,925,181 10,394,161 11.7% 13.7% 15.7% 21.0% 23.3% 25.7%
10,292,319 11,763,162 12,321,554 11,720,645 12,985,808 13,358,558 15.2% 19.1% 21.6% 26.0% 30.5% 33.0%
12,855,082 14,618,453 15,627,085 13,246,990 14,621,188 15,237,683 19.0% 23.8% 27.4% 29.4% 34.3% 37.6%
32,695,075 31,779,108 25,033,368 14,704,342 12,689,002 12,073,569 48.4% 51.7% 43.8% 32.6% 29.8% 29.8%
773,997 0.0% 0.0% 0.0% 00% 0.0% 1.9%
21,950,270 15,101,862 16,466,597 17,102,600 15,288,881 12,435,962 32.5% 24.6% 28.8% 38.0% 359% 30.7%
54,645,345 46,880,970 41,499,965 31,806,942 27,977,883 25,283,528 81.0% 76.2% 72.6% 70.6% 65.7% 62.4%
$67,500,427 $61,499,423 $57,127,050 $45,053,932 $42,599,071 $40,521,211 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source:

County of Mecklenburg, Comprehensive Annual Financial Report, 6 editions (2007-2012)

Note: Common-Size Statements allow the reader to analyze the proportion that an individual asset or liability represents as a percentage of total assets.




Table 2

County of Mecklenburg

General Fund
Assets

Current Assets

Cash and Investments
Receivables

Due from other governments
Total Assets

Liabilities

Accounts payable

Prepaid taxes

Other deferred revenue

Deferred revenue - property taxes
Total Liabilities

Net Assets

Subsequent years' expenditures
Committed

Assigned

Unassigned

Total Net Assets

Liabilities and Net Assets

2012 2011 2010 2009 2008 2007 2012 2011 2010 2009 2008 2007
Common-Size Statements
$10,093,445 $6,495,380 $8,113,962 $17,692,764 $16,071,344 $13,515,934 77.5% 69.1% 71.0% 93.4% 90.7% 89.1%
1,846,068 1,854,679 1,910,918 1,014,253 1,278,001 1,370,005 14.2% 19.7% 16.7% 5.4% 7.2% 9.0%
1,086,608 1,053,298 1,409,940 244,472 370,286 282,241 8.3% 11.2% 12.3% 1.3% 2.1% 1.9%
13,026,121 9,403,357 11,434,820 18,951,489 17,719,631 15,168,180 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
492,338 651,643 524,601 248,864 317,245 225,706 3.8% 6.9% 4.6% 1.3% 1.8% 1.5%
44,591 27,194 0.3% 0.3% 0.0% 0.0% 0.0% 0.0%
8,803 8,803 15,408 12,203 16,984 0.1% 0.1% 0.0% 0.1% 0.1% 0.1%
1,373,655 1,324,583 1,679,143 805,747 858,373 1,205,227 10.5% 14.1% 14.7% 4.3% 4.8% 7.9%
1,919,387 2,012,223 2,203,744 1,070,019 1,187,821 1,447,917 14.7% 21.4% 19.3% 5.6% 6.7% 9.5%
7,263,301 16,084,576 14,526,868 11,986,990 0.0% 0.0% 63.5% 84.9% 82.0% 79.0%
3,009,986 4,727,200 23.1% 50.3% 0.0% 0.0% 0.0% 0.0%
5,184,393 755,300 39.8% 8.0% 0.0% 0.0% 0.0% 0.0%
2,912,355 1,908,634 1,967,775 1,796,894 2,004,942 1,733,273 22.4% 20.3% 17.2% 9.5% 113% 11.4%
11,106,734 7,391,134 9,231,076 17,881,470 16,531,810 13,720,263 85.3% 78.6% 80.7% 94.4% 93.3% 90.5%
$13,026,121  $9,403,357 $11,434,820 $18,951,489 $17,719,631 $15,168,180 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source:

County of Mecklenburg, Comprehensive Annual Financial Report, 6 editions (2007-2012)

Note: Common-Size Statements allow the reader to analyze the proportion that an individual asset or liability represents as a percentage of total assets




Table 3 County of Mecklenburg
General Fund 2012 2011 2010 2009 2008 2007
Revenues
General property taxes $23,975,034 $21,980,024 $21,317,752 $20,793,079 $20,072,869 $19,019,614
Other local taxes 5,413,543 4,579,836 5,156,870 4,848,527 4,997,519 4,690,602
Permits, privilege fees and regulatory licenses 338,100 270,253 177,550 214,077 303,968 245,446
Fines and forfeitures 210,184 220,501 123,167 77,280 78,113 84,185
Revenue from use of money and property 180,051 183,414 242,535 375,836 781,516 810,852
Charges for services 161,970 168,493 408,653 356,903 686,206 670,398
Miscellaneous 265,963 230,008 87,864 357,104 1,664,412 392,717
Recovered costs 87,259 76,355 121,924 157,678
Intergovernmental:
From Commonwealth 6,962,860 7,022,606 8,191,738 13,436,211 7,992,500 7,948,058

From Federal Government 218,280 195,934 900,311 2,285,985 252,121 159,223
Total revenues 37,813,244 34,927,424 36,728,364 42,902,680 36,829,224 34,021,095
Expenditures
General government administration 3,087,208 2,914,192 2,960,053 2,716,792 2,801,033 2,583,378
Judicial administration 1,953,600 1,742,082 2,049,939 1,865,170 1,864,204 2,069,423
Public safety 9,104,237 9,650,787 9,740,480 9,374,797 9,274,515 7,605,293
Public works 2,414,970 2,602,670 2,277,023 2,191,835 1,961,756 2,046,375
Health and welfare 620,385 588,983 423,505 2,854,021 2,908,093 2,586,801
Education - public school system 10,813,978 10,658,076 10,737,409 10,949,220 10,949,220 10,649,220
Education - community college 10,400 10,172 9,830 10,610 9,771 8,878
Parks, recreation, and cultural 437,207 456,373 445,600 419,742 414,830 436,636
Community development 2,230,934 1,746,013 3,499,881 7,723,561 2,593,714 2,598,381
Debt service 169,921
Capital projects and capital outlay 48,000 56,078 2,308,763 654,975 464,041
Total expenditures 30,672,919 30,417,348 32,199,798 40,414,511 33,432,111 31,218,347
Excess (deficiency) of revenues over expenditures 7,140,325 4,510,076 4,528,566 2,488,169 3,397,113 2,802,748
Other Financing Sources (Uses)
Transfers in 3,558,458 27,108 111,480
Transfers out (6,983,183)  (4,102,822)  (3,963,452)  (1,165,617) (697,046) (762,046)
Total other financing sources (uses) (3,424,725) (4,102,822) (3,963,452) (1,138,509) (585,566) (762,046)
Changes in fund balances 3,715,600 407,254 565,114 1,349,660 2,811,547 2,040,702
Fund balance reclassification (2,247,196) (9,215,508)
Fund balances at beginning of year 7,391,134 9,231,076 17,881,470 16,531,810 13,720,263 11,679,561
Fund balances at end of year $11,106,734 $7,391,134 $9,231,076 $17,881,470 $16,531,810 $13,720,263

Source:

County of Mecklenburg, Comprehensive Annual Financial Report, 6 editions (2007-2012)




Table 4 Mecklenburg County

Ratios 2012 2011 2010 2009 2008 2007
From Government-wide Statements:

Current (Current Assets/Current Liabilities) 10.18 7.21 6.86 13.40 11.95 9.38
Cash (Cash and Equivalents/Current Assets) 87.9% 83.9% 82.7% 93.8% 91.5% 87.3%
Debt-to-assets (Total Liabilities/Total Assets) 0.1904 0.2377 0.2735 0.2940 0.3432 0.3760
LTD-to-assets (Noncurrent Liabilities/Total Assets) 0.1525 0.1913 0.2157 0.2601 0.3048 0.3297
Unrestricted (Unrestricted Net Assets/Total Assets) 0.3252 0.2456 0.2882 0.3796 0.3589 0.3069
From General Fund Statements:

GF Unassigned (Unassigned fund balance/Total GF Expenditures) 0.0949 0.0627 0.0611 0.0445 0.0600 0.0555



Appendix D: Potential Water and Sewer Improvement Costs



APPENDIX D
POTENTIAL WATER AND SEWER IMPROVEMENT COSTS

Item Cost

Existing System Identified Needs

Oakview Sewer Extension S 223,500
Sewer Line Repairs/Replacements S 1,011,000
Pump Station Repairs/Replacements S 153,000
WWTP Repairs/Replacements S 347,000
Project Planning Costs/Contingency S 698,170
TOTAL S 2,432,670
Additional System Needs*

E-1 (U.S. 15 Trailer Park) Sewer Ext. S 338,700
45% additional for Contingencies/Planning Costs S 152,415
TOTAL [$ 491,115
Potential Costs Associated with Settlement Agreement Terms

Area A

B-1 (Sewer) S 203,650
B-1 (Water) S 123,000
45% additional for Contingencies/Planning Costs S 146,993
TOTAL S 473,643
Area C

C-5 (Sewer) S 337,500
C-6 (Sewer) S 145,250
C-5 (Water) S 127,000
C-6 (Water) S 118,000
45% additional for Contingencies/Planning Costs S 327,488
TOTAL S 1,055,238

*Note: The engineering study identified the U.S. 15 Trailer Park as having a history of failing septic
drainfields. The level of need with respect to the water facilities in the park are not known. Should water
lines need to be extended to the trailer park, the estimated construction cost is $164,500, or $238,525
when considering contingencies and planning costs.

Sources:

Table ES-1, Amendment No. 1 to Preliminary Engineering Report, Sewer System Improvements, Town of
Clarksville, VA, July 2012.

Table 7.2-1, Preliminary Engineering Report, Sewer System Improvements, Town of Clarksville, VA, May 13,
2010.

Clarksville Master Plan, Sanitary Sewer Extension Cost Estimate and Water Extension Cost Estimate, May 4,
2012.



Appendix E: Department of Conservation & Recreation Response to Potential
Annexation of Occoneechee State Park















Appendix F: Portion of Area C Recommended for Exclusion from Immediate
Annexation



EXISTING Portion of Area C recommended
TOWN OF for exclusion from immediate

CLARKSVILLE annexation. (approximate)






