Assumptions and Issues for the Town of Reston Financial Analysis
Assumptions
1. Sources for financial data are indicated in the Analysis. The principal data sources are the budgets of the Towns of Vienna and Herndon, the Reston Association, and the Reston Community Center.

2. There are two operational alternatives that we have discussed:

a. Operation of the Parks, Recreation, Infrastructure and Cultural services that are currently provided by the Reston Association and by the RCC through contracts. For an interim period, the Analysis assumes that the Reston Association will provide these services.

b. Operation of all services by town staff.

The analysis currently considers only the Reston Association alternative, since discussions with RA are a near term goal. The modifications to put together the other alternative should be straightforward.

3. The Analysis assumes that real estate assets and other assets of RA, Reston Town Center Association, Deepwood Homeowners Association and RCC are transferred to the town to the extent described in the draft agreements with RA, RTCA, Deepwood HOA and Fairfax County, [to be] provided as attachments to these assumptions.
4. The capital budgets for the next 10 years reflect the currently planned projects for RA, RTCA and RCC. This area needs additional discussion and analysis.

5. Personnel costs are based on current RA and RCC costs for positions that would transfer to the town (either on a town staff or contract basis). Personnel costs for other positions are based on the following:

a. For the positions within the Office of Community Coordination, RA rate structures are assumed
b. For the positions within the Department of Community Development and the Office of Town Attorney, the Town of Herndon rate structure is implicitly assumed for initial operation. Rate increases are based on a standard inflation factor.

Budget Issues to be Resolved
The Draft Budget of August 28, 2006 makes a number of conservative assumptions that should be reviewed in refining the budget. The following include these and other areas that should be considered further.
1. The merger of the Administrative and Support staffs of RA and RCC does not include any reduction in the number of combined staff. On the one hand, the combined Administrative and Support staff supports the additional services of planning and zoning and expanded community coordination. On the other hand, a more efficient organization may well lead to cost reductions. In particular, fewer management level positions may be needed.
2. There is insufficient detail in the RCC budget to determine what much of the non-personnel money is being spent on. There may be economies associated with combining RA and RCC facilities.

3. Planning and Zoning includes all Herndon expenses. Some Herndon functions (such as inspections) may not be needed in the town if we follow Joe Stowers’ model and let county staff continue to perform those functions. On the other hand, Herndon is smaller than Reston, so in some areas there may be more transactions. This may be off-set by RA inspections for design and maintenance covenants. One area that a town assists in is the coordination of P&Z activities and covenants activities. 

4. Reston appears to be disadvantaged with respect to certain county services in comparison to other parts of the county. The clearest example is tennis courts. There is one county tennis court in Reston. There are six in Herndon and 13 in Vienna (both communities are significantly smaller than Reston). The cost of providing facilities up to the average county rate could reasonably be considered in the calculation of whether there is a net disadvantage to the county if some tax revenue were to move to the Town of Reston.
5. Potential capital expenses need to be added. RA has listed their depreciating assets and their estimated life. RCC assets, as well as RTCA and Deepwood assets that may move to the town also need to be considered.

6. Interest on RCC reserve funds appears to currently be used by the county, not added to the reserve fund. The town financial analysis assumes the reserves are transferred to the town and that normal interest is accrued.

7. Transition costs have not been specifically included. Assuming that RA continues to perform its current O&M functions and absorbs the RCC O&M functions (and in most cases, the RCC personnel), then initial transition costs should be minimal. However, the analysis assumes that there will be a competition for a contract for these services in FY2011. The town will incur some costs for this competition. On the other hand, the result of the competition may be to lower costs for services.
8. We have not considered all the lessons learned from other new towns and cities, particularly those that have contracted for most services. The following web reference talks about a number of such municipalities, including the newest, Sandy Springs, GA: http://www.reason.org/commentaries/segal_20051202.shtml. It would be beneficial to contact the city or town manager in each case to find out how they manage the municipal staff/contractor boundary. This approach is likely to attract the interest of a number of Chamber of Commerce members, and may help sell the approach to the business community.
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