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Town of Wise (276) 328-6013

501 West Main Street Fax (276) 328-2519
P.O. Box 1100 www.townofwise.net
Wise, Virginia 24293

Letter of Transmittal

December 16, 2013

To the Honorable Members of the Town Council
To the Citizens of the Town of Wise
Wise, Virginia

I am pleased to submit to you the Comprehensive Annual Financial Report (CAFR) of the Town of Wise,
Virginia (the Town) for the fiscal year ended June 30, 2013. The Code of Virginia requires that local
governments publish, within six months of the close of each fiscal year, a complete set of financial
statements presented in conformity with U.S. generally accepted accounting principles (GAAP) and audited
in accordance with auditing standards generally accepted in the United States of America by a firm of
licensed certified public accountants. This CAFR has been prepared in accordance with the standards of
financial reporting as prescribed by the Governmental Accounting Standards Board (GASB) and the
Auditor of Public Accounts of the Commonwealth of Virginia (APA).

The CAFR consists of management’s representations concerning the finances of the Town. Consequently,
management assumes full responsibility for the completeness and fairness of presentation of the
information presented in this financial report. To provide a reasonable basis for making these
representations, management of the Town has established a comprehensive internal control framework that
is designed to ensure compliance with applicable laws and regulations and Town policies, safeguard the
Town’s assets, and compile sufficient reliable information for the preparation of the Town’s financial
statements in conformity with GAAP. Because the cost of internal controls should not outweigh their
benefits, the Town’s comprehensive framework of internal controls has been designed to provide
reasonable, rather than absolute, assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge and belief, this financial report
is complete and accurate, in all material respects, and presents fairly the financial position and results of
operations of the various funds of the Town.

This CAFR is intended to provide informative and relevant financial information for the citizens of the
Town, the Town Council, creditors, and other concerned readers. All are encouraged to contact the Town
Manager with any comments or questions concerning this financial report.

PROFILE OF THE TOWN

The Town of Wise is located in Southwest Virginia within the territorial boundaries of Wise County,
approximately 50 miles northwest of Bristol, Virginia. The Town lies 2,450 feet above sea level and is the
highest point of population in Wise County. Indian Mountain rises to the north and Guest Mountain
immediately to the south of town. The mountains provide a quiet escape and the opportunity to enjoy
amazing scenery and outdoor adventures.

First incorporated as the Town of Gladeville in 1874, the locality was officially chartered as the Town of
Wise in 1924. Today, the Town serves as a center of government, commerce, and education for Wise
County. The Town provides a full range of services including police and fire protection, water and sewer
services, refuse collection and disposal, construction and maintenance of streets, sidewalks and other
transportation infrastructure, parks and recreation facilities, cultural events, cemeteries, planning and
zoning, and general administration.



The Town currently operates under the council-manager form of government. The Town Council is the
governing body of the Town and consists of five members elected for staggered four-year terms. Council
is charged with the responsibility of establishing policies for the administration of the Town and enacting
ordinances and resolutions. The Council appoints a Town Manager to act as the chief executive officer of
the Town. He/she serves at the will and pleasure of Council, catries out their policies, and has the power of
hiring and removal of all non-appointed employees. Duties and responsibilities of the Town Manager
include preparation, submission, and administration of the annual budget, advising Council on the affairs of
the Town, enforcement of local ordinances, and direction and supervision of all departments.

LOCAL ECONOMY

The Town of Wise is proud to be the home of the University of Virginia's College at Wise. This public,
four-year residential college attracts students from throughout the Southeast as well as from foreign
countries. U.S. News and World Report has named this college as one of the top ten public liberal arts
colleges in the nation. The University of Virginia's College at Wise was founded in 1954 and is the only
branch campus of the University of Virginia. The College offers Virginia’s only undergraduate degree
program in software engineering as well as 30 majors, 32 minors, seven pre-professional programs and 24
teaching licensures. UVa-Wise has been selected for inclusion in “Colleges of Distinction,” which
recognizes institutions for engaged students, great teaching, vibrant communities and successful outcomes.

Three miles northeast of the Town, Lonesome Pine Airport serves the public with one mile of lighted
runway. Adjacent to the airport, the Lonesome Pine Regional Business & Technology Park consists of
approximately 195 acres of land and buildings. The Business and Technology Park has been developed
with all the amenities necessary to accommodate a variety of technology-based businesses.

Town residents are largely employed in education services associated with UVa-Wise and the Wise County
School System. The function of the Town as the county seat also brings significant employment in
governmental and professional services. The retail trade industry associated with a number of regional
shopping centers as well as chain and independent restaurants account for another important source of
employment. Call centers also provide work for a number of residents. For example, Crutchfield
Corporation, the nation's leading catalog and internet retailer of audio and video components employs over
one hundred highly skilled people to respond to sales, technical support, and service calls. In addition,
Sykes Enterprises, Inc., a global in-bound customer technical support center provides support for hardware
and software products from various companies and also employs hundreds of area residents. The Town has
benefitted from the diversity of these sectors for contributions to total employment. The June 2013
unemployment rate for the local area was 9.3%, which is higher than the prior year’s rate of 8.0% and
higher than the Commonwealth of Virginia’s rate of 6.0%. In addition, the local unemployment rate
exceeds the national rate of 7.6% by more than 20%.

It is anticipated that the Town will derive a number of benefits from the completion of a new 3,000 seat
convocation center on the campus of the University of Virginia’s College at Wise, the planned opening of
the renovated and expanded historic Inn at Wise in early 2014, expansion of the Lonesome Pine Regional
Airport, build out of three major residential subdivisions, and completion of a new retail development.

The Town’s identity as a college town is reinforced by the close proximity of downtown Wise to the
University of Virginia’s College at Wise. Downtown Wise is a vibrant gateway to the larger community
and the UVA-Wise campus, offering shopping, dining, and entertainment. In the central business district,
the Big Glades amphitheatre attracts visitors from throughout the region to participate in special events
sponsored by the College, Pro-Art, the Town, and the local business association. Downtown Wise also
features structures listed in the National Register of Historic Places. Also notable is the emergence of
UVA-Wise as a primary destination for activities other than higher education. The local winery at
Mountain Rose Vineyard has captured national attention for its unique adaptive reuse of a reclaimed coal
mine site as well as accolades for its award-winning wines. Orchards and a farmers market also figure

prominently in the local scene.
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BUDGETARY CONTROLS

The annual budget serves as the foundation of the Town’s financial planning and control. In addition to
internal accounting controls, the Town also maintains budgetary controls to ensure compliance with
provisions embodied in the annual appropriated budget approved by Town Council. The governing body
adopts an annual budget for the General Fund by July 1 of each year, after advertising and public hearing
and as required by §15.2—2503 of the Code of Virginia, as amended. A budget for the proprietary fund is
not required under the Code of Virginia, but a budget for this fund is prepared and tracked by the Town,
The budget appropriation resolution adopted by Town Council places legal restrictions on expenditures at
the fund level. Budget transfers between departments and all requests for supplemental appropriations
require action by the governing body. Budget-to-actual comparisons are provided in this report for the
General Fund in Schedules 1 and 2.

MAJOR INITIATIVES FOR FISCAL YEAR 2013

Following the goals and objectives established by Town Council, and with the assistance and guidance of
the Town Manager’s office, municipal staff implemented a number of specific programs designed to
provide residents with cost efficient government while enhancing their quality of life. Highlights of major
initiatives, begun, continued, or completed this fiscal year include the following:

Government Administration

On June 26, 2012, the Wise Town Council adopted a General Fund budget for FY 2013 totaling just over
$7.35 million and representing a 2% decrease over the previous fiscal year. Said budget set forth a
financial plan for the Town as well as a general work program for the year while maintaining property
taxes, at their pre-existing levels. Excise taxes were increased to compensate for a significant decline in
sales tax collections largely attributable to completion of construction at the Dominion Power complex and
a corresponding decrease in the company’s purchase of locally-available materials. A slowing of new
building activity at UVa-Wise had a similar effect. In addition a decline in coal severance taxes took a toll
on locality revenue. Specifically, the cigarette tax was increased from .05 cents per pack to .10 cents per
pack, the transient lodging tax was increased from 4% to 5%, and the meals tax rate went from 5% to 6%.

On July 9, 2012 two new Council members were officially installed into office. Billy Bartlett, Jr. and
Jeffrey Dotson secured their positions during the Town Council election held in May of 2012.

On August 28, 2012, the Town authorized execution of an easement for the Virginia Coalfield Coalition to
place fiber optic cable on municipal right-of-way. The construction is part of a larger project to bring 4G
wireless service to the entire region which is important for economic development, business recruitment,

and citizen convenience.

In September of 2012, Town Council authorized the update of drawings and designs for the Norton Road
Improvements Project to add more travel lanes to the road. Over the course of the Town’s development,
Norton Road, once rural in character, has evolved into an urban roadway. Geometric issues such as
inadequate pavement and shoulder width, steep grade, and insufficient lane capacity have led to an increase
in accident rates. When accompanied by increased traffic volumes and left turn movements associated with
the relocation of Central High School near the 757 corridor in Norton, the potential for new hazards and
serious safety implications is profound. In addition, Wise County has communicated its intent to promote
the development of Route 757 as a major commercial corridor. If successful, this area will become a focal
point for all retail activities in the county and establish a regional shopping destination. As the 757 corridor
develops commercially, it will also become an arterial connecting the population of the Wise area with
economic activities occurring along and near Route 757, passing said traffic through Norton Road.
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The plans for the Norton Road Improvements Project are nearly ten years old and need to be revised to
incorporate changes in field conditions and regulations and to convert metric measures to English
measures. Once updated, these plans can be submitted to the Federal Highway Administration for project
funding applications.

On November 10, 2012, the Town and Country Garden Club held a ceremony to dedicate the installation of
a Blue Star Memorial Marker at the Wise Town Hall to honor all service men and women. The National
Council of State Garden Clubs, now known as National Garden Clubs, Inc., started this program in 1945
after World War II. The Town and Country Garden Club coordinated the Blue Star Memorial Project,
purchasing and installing the marker and planning the landscaping of the memorial site. This tribute to the
armed forces of our country serves as a daily reminder of the sacrifice of those who have defended our
country. We are grateful for the leadership of our local Garden Club in this important project.

Providing comprehensive, cost-effective health care benefits for employees is a significant challenge facing
employers nationwide, including the Town of Wise. New technology and treatment options and new
healthcare reform initiatives have contributed to a quickly evolving healthcare landscape which has
included dramatic increases in health insurance premiums. In response, new models for employee health
care benefits have emerged that include partnering with the employee and structuring of cost saving
initiatives. Escalating benefits costs and declining municipal revenues, required that Town Council make
the tough decision to scale back employee health care benefits. In March of 2013 a lower tier of coverage
was selected for the workforce which increases employee deductibles and co-pays, and employees will be
required to contribute 10% of the monthly premium for coverage. In addition, Town Council also elected
to require that employees pay a five percent member contribution for participation in the Virginia
Retirement System.

After months of discussion and negotiation, in April of 2013, Town Council and the Wise County Board of
Supervisors amended an agreement struck in 2009 regulating provision of Town water and sewer service
for properties in the County. The 2009 revenue sharing agreement allowed the Town to share in County
tax revenues in exchange for providing the water and sewer service necessary to stimulate the increased
development. The 2013 amendments resolved a long-standing controversy surrounding the four-year old
facility fee agreement and concluded a stalemate that had slowed new building construction. The amended
agreement revised fees and defined service area. This measure helps ensure that there is adequate water
and sewer infrastructure in place to meet the needs of the greater Wise area upon which business, industry,
and residents can rely for development purposes.

On June 25, 2013, Town Council approved a ten-year lease agreement with Wise County to allow for the
installation of a communications receiver antenna on the Town’s Airport Road water tank. The antenna
and associated ground equipment will provide new and improved communications for all law enforcement
agencies in Wise County.

The Town supports a number of charitable institutions, volunteer, and nonprofit organizations which serve
residents. Most notable, during Fiscal Year 2013, just over $105,000 was provided to support the operation
of the Wise Volunteer Fire Department, $11,750 for the Lonesome Pine Regional Library, $4,000 for the
Cumberlands Airport Commission, $9,150 for Pro-Art, $20,000 for the Wise Rescue Squad, $2,000 for the
Library Art Gallery, and $2,500 for Appalachian Children’s Theatre. In addition, the Town contributed
$1,000 to the Wise Senior Citizens group and provided $6,000 to assist with Wise Fall Fling festival
expenses. The Town also supported the fund-raising activities of the Wise County/City of Norton Chamber
of Commerce sponsoring a table at the annual gala.

The region’s deep roots in mountain traditions and its strong music heritage are gaining popularity. To
build on this cultural resource, the Town continued its financial support of the Southwest Virginia Cultural
Heritage Foundation with a $5,000 contribution. The Foundation is a platform to encourage economic
development through cultural heritage ventures, tourism initiatives, and other asset-based enterprises

throughout the 19 counties of Southwest Virginia.



Under this umbrella are the familiar Crooked Road musical heritage trail, “Round the Mountain™ artisans’
network, agritourism trail, and outdoor recreation trails program. It is hoped that this initiative will
enhance recognition of the area as a viable tourist destination.

Employees supported the community-wide American Cancer Society’s Relay for Life through aggressive
fund-raising and fielded a team for the event. The Town sponsored a golf tournament. Monies raised by
employees in the fight against cancer exceeded $11,000 in FY 2013.

Awards

At the Virginia Municipal League Annual Conference held in Williamsburg, Virginia in September of
2012, the Town of Wise received a 2012 VML Achievement Award for the planning, development, and
construction of the Big Glades Community Square. Sixty-five entries in five population categories were
evaluated on criteria emphasizing innovation, efficiency, and entrepreneurship. A five-judge panel
applauded the Town for following through on the vision set forth in its downtown revitalization master plan
and for extensively involving residents in the design of the facility. In addition, on April 4, 2013, the Town
received an “Award of Excellence” from the Virginia Downtown Development Association for recent
revitalization of the central business district and completion of the Big Glades Community Square. Annual
Awards of Excellence are presented by the group to showcase the achievements of organizations,
individuals, and government in meeting the challenges of downtown management and revitalization. The
Big Glades project was completed in August of 2011 and included construction of a 1,100 square foot
amphitheater with market bays and dance floor, as well as a ground level water feature, picnic shelters, and
public restrooms. Big Glades has become a popular venue for concerts, special events, and recreation.

Financial

The Treasurer’s office remains vigilant in the collection of delinquent taxes and fees. Tools utilized
include participation in the Virginia Department of Taxation’s Debt Set-Off Program, the Virginia
Department of Motor Vehicle Registration Withholding Program, bank and wage liens, skip tracing, and
the issuance of warrants-in-debt. As a result, this fiscal year, the Treasurer’s office collected 98.7 percent
of the current tax levy. In order to facilitate the work of this department, five computer work stations were
replaced during the fiscal year.

Cash Management

Cash temporarily idle during the year was invested in time deposits and various authorized money market
instruments. The town’s investment activities are designed to allow the Town to obtain a higher yield on
available funds consistent with constraints imposed by safety objectives, cash flow considerations, and state
laws restricting the placement of funds. The amount of interest earned for FY 13 was $26,487. This is a
small increase from interest earned on temporary investments in FY 12 which totaled $22,686. Drawdowns
of funds banked for planned capital projects limit the amount of money available for investment and
anemic market interest rates have also contributed to the low returns.

Reserve Policy

The governing body and its chief financial officers have long recognized the importance of maintaining a
prudent level of fund balance to ensure that adequate reserves are available to respond to emergencies,
provide cash flow, and provide overall financial stability. The Unassigned General Fund Reserve target is
10% of the budget to provide the Town with sufficient working capital and a margin of safety to address
unforeseen, one-time emergency expenditures, or significant and unforeseen declines in revenue in a
specific year. Unassigned Fund Balance in the general fund measured 71.29% of General Fund revenues
net of any appropriations of prior year end fund balance, for FY 12-13 and falls within the policy guidelines

set by Council.

Risk Management

The Town is exposed to various risks of losses. Members of staff use a variety of techniques to identify
and monitor its risks and exposures for the activities of the Town and have an ongoing employee safety
program to help prevent losses. The Town is a member of the Virginia Municipal Liability Pool and the

































































































































































































































