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Introduction 

The Five-Year Forecast provides an analysis of current financial conditions and a forecast of the 
regional and local financial outlook over the next five fiscal years. Included within this report is 
an overview of the regional economy, an overview of the local economy, and revenue and 
expenditure projections for both the City’s General Fund and School Operating Fund. The 
regional forecast included in this report was provided by Greg Grootendorst, Chief Economist 
for the Hampton Roads Planning District Commission.  
 
City General Fund and School Operating Fund revenues and expenditures are the baseline 
projections included within the forecast. Enterprise funds are excluded from the forecast; 
however, Storm Water presentations are scheduled for City Council in Fall 2019. City General 
Fund and School Operating Fund projections are based on existing tax rates, City Council and 
School Board policies, and the proposed School Revenue Sharing Formula presented on 
October 8, 2019. As with all projections, those included in this report may be impacted by a 
multitude of factors not included within this forecast.   
 
Factors external to the City may impact these projections:  
Economic Recession- Amidst the longest economic expansion in U.S. history, increasing 
international tensions, and global economic decline, the likelihood of U.S. recession over the 
forecast period is high. Tariffs on Chinese goods continue to be phased-in with retaliatory tariffs 
on US imported goods occurring with each phase. These tariffs create a level of uncertainty 
within the economy. 
 
Upcoming Federal and State Elections- Policy changes made at the state and federal level may 
impact the City’s economic outlook and reshape the projections included within this forecast. 
 
Factors within the City may also impact these projections:  

 Significant changes/increases to the Capital Improvement Program (CIP)- Increasing the 
CIP or accelerating projects to earlier years will have an impact on the operating 
budgets of both the City and Schools. 

 

 Upcoming Local Elections- Changes to existing City Council or School Board policies 
could reshape the financial projections of this forecast.  

 
While it is impossible to precisely predict the impacts of the previously mentioned factors, 
sensitivity analysis was conducted and included as a part of the discussion within this forecast.   
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Regional Economy 

Virginia Beach is part of a dynamic metropolitan area with a rich history, a diverse landscape, and 

a growing population of more than 1.7 million people. The region’s vibrant mix of people, places, 

and employment opportunities combine to make Virginia Beach and Hampton Roads a popular 

destination for people to live, work, and play.  As with any metropolitan region, there are many 

factors that influence the region’s quality of life, such as economic conditions, education, and air 

quality. The next few pages will provide of snapshot of the current socioeconomic condition of 

Virginia Beach’s metropolitan areas: the Hampton Roads region. 

The Hampton Roads economy continues to struggle with aftereffects from the Great Recession. 

From 2002 through 2007, Hampton Roads experienced a 20.4% increase in gross product. Since 

2007, the region’s inflation-adjusted gross product has contracted by 2.1%.  There is a significant 

output gap at the regional level, where economic growth in Hampton Roads has trailed the 

performance of metropolitan areas across the nation.  

 

 

Hampton Roads’ economic struggle in the wake of the Great Recession is especially evident in 

the Civilian Non-Farm Employment data commonly referred to as “Payroll Employment.” The 

Great Recession was the deepest and longest recession since the Great Depression. Both the 

Nation and the Commonwealth engaged in a sustained recovery and returned to their 

prerecession level of employment in a little over six years. By contrast, it took Hampton Roads 
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almost eleven years to recover the civilian employment lost during the recession. If one includes 

the number of military personnel that were lost during the same timeframe, Hampton Roads’ 

total employment levels remain almost flat, increasing less than 1% over pre-recession levels 

 

 

 

The Great Recession had a disparate impact on Hampton Roads’ industry sectors, with some 

sectors experiencing growth while other industries continue to languish. The region’s Healthcare, 

Leisure & Hospitality, Federal Government, Scientific & Technical, and Administrative & Support, 

and Manufacturing sectors have experienced significant growth during the past decade. 

Conversely, five of the region’s industry sectors have experienced declines, most notably the 

Information, Wholesale Trade, and Local Government sectors. 
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While the Civilian Employment “Payroll” jobs have demonstrated a rather inconsistent 

employment recovery trend in Hampton Roads, the region’s Civilian Labor Force Employment 

figures have painted a somewhat more positive picture in recent years. Civilian labor force data 

includes numbers on the total labor force (those who are working or who are looking for work), 

employment (those who have a job), and unemployment (those who are seeking employment, 

but are currently unemployed).  Over the past two years, Hampton Roads’ labor force has grown 

in similar fashion to both the Nation and the Commonwealth. Over the past year, the number of 

people in Hampton Roads identified as unemployed has continued to decrease and is now at pre-

recession levels. Meanwhile the number of people reported as employed has increased by 17,500 

over the past year and is 45,000 above pre-recession levels. The region’s labor force has realized 

an increase while the unemployment rate has declined. These are positive indicators for the 

region’s labor market, as Hampton Roads’ seasonally adjusted unemployment rate is 2.99%, 

nestled between the Virginia’s rate of 2.7% and the U.S. average of 3.5%. 
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Personal income in Hampton Roads has fluctuated significantly in recent years due to changes in 

employment. The region’s per capita income is $48,502, well below the U.S. metro average of 

$53,617. In 2009, the region’s per capita income surpassed the nation’s per capita income for the 

first time in over two decades. Since then, regional per capita incomes have fallen 6.5% below 

the national level.  

Although per capita incomes in Hampton Roads have fallen, the region experienced relatively 

strong growth in earnings per worker during the early part of the 2000s and has kept pace with 

the nation since 2009. Median family income is one of the best indicators of the relative quality 

of life of a region’s residents, and in this category, Hampton Roads compares very favorably.  
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Defense 
Hampton Roads’ struggle to recover from the Great Recession has been hampered in large part 

by the region’s most important sector, the defense industry. The Department of Defense (DoD) 

serves as the primary driver of the Hampton Roads economy.  It is influenced by military 

personnel, military families, federal civilian employees, military contracts, and the numerous 

veterans who call this region home.  The HRPDC estimates that through direct, indirect, and 

induced impacts, the DoD supports between 35% to 40% of all regional employment. 

DoD spending sustained high levels of spending through the second half of the past decade, but 

the combination of winding down the wars in Iraq and Afghanistan, budget pressures from the 

recession, and changing federal funding priorities have caused defense spending to decline both 

in absolute terms and as a share of GDP. Reflecting the change in national spending, DoD 

contracting dollars in Hampton Roads have declined in recent years after a period of strong 

growth between 2001 and 2011. 

The number of military personnel in Hampton Roads varies based on strategic needs but has 

generally declined since the end of the Vietnam War, with exceptions for during the 1980’s and 

the beginning of the War on Terror. As military employment has fallen, its share in total regional 

employment and regional incomes has also dropped. At the same time, some of the decline in 

military personnel had been replaced by contracting dollars as the DoD began to employ 

contractors and local businesses to complete tasks formerly performed by uniformed personnel. 

Since 2011, cuts to defense contracting in the region have exacerbated cuts to the region’s 

military personnel, forcing the private sector to swim against the outflowing stream of federal 
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dollars. In the late 1960s, direct expenditures on military personnel constituted one quarter of 

regional totals. In 2017, the direct impact of DoD personnel was less than 10% of Hampton Roads’ 

totals. 

In August of this year, President Trump signed the Bipartisan Budget Act of 2019 (HR 3877), 

essentially doing away with sequestration and suspending the debt ceiling until July 2021.  This 

bill, raises budget caps for both defense and non-defense, increasing defense caps by $90 billion 

for FY 2020, and by $81 billion for FY 2021. In addition, the bill provides for another $140 billion 

in Overseas Contingency Operations (OCO) over the next two fiscal years.  These recent actions 

could benefit Hampton Roads in the near-term, assuming that Congress can agree on a budget. 

Increases in federal DoD expenditures typically flow directly into the Hampton Roads economy. 

Looking more towards the long-term, increased federal expenditures coupled with tax cuts has 

increased deficits and the national debt continues to build. Reigning in future spending with most 

certain require cuts to national defense spending, as defense expenditures constitute over half 

of all discretionary spending. 

Tourism 
Hampton Roads offers numerous attractions that draw visitors to the region, such as the 

oceanfront and historic treasures. The region also hosts many world-renowned theme parks, 

sporting events, festivals, and cultural events, as well as performing arts, concerts, and 

conventions that support the region’s tourism industry.   

Tourism expenditures are an important part of the region’s economic fabric as it, in addition to 

the defense industry and port activities, accounts for the lion’s share of new dollars flowing into 

the Hampton Roads economy.  The outside dollars generated by the tourism industry are 

essentially an “export” of the region’s amenities, sustaining the regional economy through 

indirect and induced investments. 

The Virginia Tourism Corporation has reported increases in regional tourism expenditures since 

2009, as well as a rise in local tax collections related to tourism. Hampton Roads’ taxable hotel 

sales and growth in room revenue also have increased. Taxable sales in regional accommodations 

have increased by 6.7% over the past year, while employment in the leisure and hospitality 

industry gained an additional 4,300 jobs on a year-over-year basis. 

As the national economy continues to regain strength, increases in income should continue to 

bolster tourism expenditures in the region.  As Hampton Roads’ tourism industry is relatively 

mature, long-term growth in the tourism sector is unlikely to change dramatically. 

Retail 
Trade is the backbone of a regional economy because the exchange of goods and services is a 

primary driver in creating value and providing benefit to market participants. One of the best 

ways to measure trade is through retail sales. When Hampton Roads’ economy expands, retail 

sales grow as increased income quickly passes through to consumption of goods and services. 



10 | P a g e  
 

Conversely, during the most recent recession, retail sales shrunk considerably as individuals cut 

back on their purchases. 

Hampton Roads’ retail employment declined from 93,200 jobs in 2007 to 83,000 in 2010.  Over 

the past seven years, employment in the retail industry has grown very slowly and is currently 

sits at 9% below the prerecession high. Interestingly, retail employment fell despite an increase 

in retail sales, which grew by 31% over the past decade. While retail sales have experienced some 

recovery from their 12.6% decline during the recession, the number of retail establishments in 

the region only started growing in 2012, and retailers have exercised caution against increasing 

payrolls until the region recovers further. 

The regional and national retail experience have diverged considerably, and while both 

experienced a proportional decline in retail sales, the U.S. retail recovery has been more robust 

than that of the region. While some regional retail sales have been lost to the growth of internet 

sales, there seem to be other factors at work as well. Despite the continued growth of regional 

incomes during the recovery, the retail sales industry has likely been held back by the decline in 

household wealth during the recession.  

Real Estate 
Real estate plays a vital role in the economy and constitutes where people in Hampton Roads 

live, work, shop, and stay. Hampton Roads real estate has remained in a fragile state since the 

onset of the Great Recession in 2007.  Residential home building hit its peak in 2005, beginning 

their decline during the height of the housing boom. Easy access to credit, coupled with low 

mortgage rates propelled a nationwide housing boom. During that time, Hampton Roads had an 

undervalue real estate market. During the mid-2000s, large increases in defense expenditures, 

federal housing allowances and pay increases for DoD employs helped to propel the regional 

market past that of the Nation and the Commonwealth. Building activity bottomed out in 2009, 

while home prices in Hampton Roads continued to fall into 2014. 

Over the past five years, real estate values in Hampton Roads have begun increasing, albeit at a 

very tepid pace. Limited construction growth has kept supply low and helped to repair the home 

sales market. Slow growth in employment and population have not put any pressure on housing 

demand, while continued elevation in the region’s foreclosure market have helped push down 

regional housing prices. The short-term forecast for the real estate market in Hampton Roads is 

for continued slow growth. 
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Demographics 
Hampton Roads was the 37th most populous metropolitan area in 2018, behind Indianapolis, 

Austin, and Nashville, and ahead of Providence, Milwaukee, and Jacksonville. The region’s 

population has grown to 1.7 million. Due to slow long-term employment growth, Hampton Roads 

has lagged behind national and state levels of population growth since the early 1990s. 

Hampton Roads has consistently had a high level of births relative to deaths in the region, which 

in theory should lead to a much higher population growth. On average, the region has 

experienced significant out-migration (on average, 1,350 persons per year for the last 10 years).  

In 2018, population estimates from the Weldon Cooper Center for Public Service noted a decline 

in the region’s population from the previous year. This is only the second year since 1960 (the 

first year that estimates were available) that the region realized a year-over-year decline. The 

only other year that Hampton Roads saw a decline in population was back in 1979, during the 

draw-down of the Vietnam War. Hampton Roads’ population growth has been tied to changing 

defense investments and changes in the number of uniformed military personnel.  
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Quality of Life 
It is often the case that an analysis of a region’s well-being will mainly focus on indicators related 

to the economy. While economic vitality is important, the ultimate measure of success is a 

region’s overall quality of life. Measuring quality of life, however, can be difficult at best. The 

definition of “quality of life” is subjective, and data on many quality of life indicators is difficult 

to attain. As such, several economic and demographic measures are used as surrogate measures 

of the region’s livability, including weather, crime, poverty, income, employment opportunity, 

longevity, cultural attractions, mobility, cost of living, environmental health, and the list goes on. 

One oft-cited indicator that tends to have a strong correlation with most quality of life indices is 

the Gini coefficient. The Gini coefficient is a measure of income disparity between the haves and 

the have nots. Regions with less income disparity (a lower coefficient) tend to measure favorably 

in other quality of life indicators.  

When compared to other metropolitan areas between 1 and 4 million people, Hampton Roads 

has a very favorable (low) measure of income disparity. The region also boasts relatively low 

crime and poverty rates and has experienced improvements to air and water quality as well. 
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City of Virginia Beach Demographic Overview 

Population 
Virginia Beach is currently the largest city in the Commonwealth with a population of 453,410 
residents as of July 1, 2018. Population growth over the last decade has been consistent, at 
0.40% annually, on average. The Weldon Cooper Center for Public Service estimates that 
population growth will continue at a lower rate over the coming decades. Estimates for 2030 
indicate that the Virginia Beach population will grow 3.04% over the next 12 years to 467,187. 
 

 

Looking ahead, race and ethnicity projections indicate the Virginia Beach community will 
become increasingly diverse over the next two decades. The proportion of residents identified 
as Non-Hispanic White is projected to decrease from 59.3% to 49.5% by 2040. The proportion 
of Hispanic residents is projected to grow from 10.4% to 20.9% of the total population; the 
most notable change over the next 20 years. Over this forecast period, the City’s historically 
largest population groups, Non-Hispanic White and Non-Hispanic Black, both decline while the 
Hispanic and Asian populations both grow as a percentage of the City’s total population. 
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This diversity also extends to the age of the population. The following chart displays the 
population percentage corresponding to each generation at the start of this forecast, as defined 
by the Pew Research Group, and was adapted as necessary to fit five-year age intervals 
provided by the Weldon Cooper Center. It is important to note that no chronological endpoint 
has been officially set for Generation Z and the following charts use the currently accepted 
range.  
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Age projections by the Weldon Cooper Center confirm that the City’s population is becoming 
younger. In 2020, projections indicate that a majority (54%) of the City’s residents will be under 
the age of 40. In addition, these projections anticipate that over the next year, Millennials will 
become the largest single age group in the population.  
 

 
According to projections, 45% of the City’s population will be under 35 by 2030. While the 
younger share of the City’s population is still anticipated to grow, projections estimate a loss of 
over 12,000 millennial residents over the next decade. This may reflect competition of regional 
localities to meet the preferences of millennials and attract younger residents. Changes in 
average citizen age have multi-faceted implications. Future City planning should be adaptable 
to the changing needs and preferences of the population. 
 

Educational Attainment 
The following table contains a history of educational attainment by residents of Virginia Beach. 
Residents have continued to become increasingly educated since 2010. The large number of 
residents with a high school diploma, or equivalent, reflects the City’s investment in world class 
schools and educational programs.    
 
Virginia Beach residents have access to several fully accredited and prestigious higher 
education institutions within the Hampton Roads region and in the eastern portion of the State. 
Accessibility to higher education institutions and the overall quality of City services both 
contribute to Virginia Beach’s position as the most educated City in the region.  
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Virginia Beach 1990 2000 2010 2018 

High School Graduate 88.0% 90.4% 93.1% 94.3% 
College Graduate 25.5% 28.1% 31.6% 37.7% 

Graduate or Professional Degree 7.7% 8.9% 10.9% 14.4% 
 
Source: American Community Survey 2018 1-Year Estimates 

Employment by Industry 
Employment by industry data, as reported by the Bureau of Labor Statistics, reflects the 

number of filled jobs within each industry. Since 2013, employment in the leisure and 

hospitality industry has grown by nearly 15% with the addition of over 3,500 new employees.  

 
Growth of the tourism industry in Virginia Beach has bolstered revenues from taxes like hotel, 
restaurant meal, and amusement. Growth in this industry is projected to continue and is 
supported by capital projects to redevelop existing infrastructure and develop new 
entertainment venues like the Sports Center and the proposed Atlantic Park. 
 
Employment in professional, technical, and STEM (Science, Technology, Engineering, and Math) 
related fields has also seen an increase over the last five years. Nationwide, employment in 
STEM professions is projected to grow 10.8% from 2016 through 2026. In Virginia Beach, City 
investments in the biomedical and technological industries will likely contribute to similar 
growth of STEM occupations, which are typically higher earning jobs, over the forecast period.  
 

 

Source: Quarterly Census of Employment and Wages via Bureau of Labor Statist ics  
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Unemployment 
Over the past year, Virginia Beach’s labor force has grown while unemployment has continued 

to decline. The annual average unemployment rate in Virginia Beach was 2.9% in 2018, the 

lowest since before the recession. The Bureau of Labor Statistics reports that, from 2017 to 

2018, the number of unemployed residents decreased by 1,500 while another 900 entered the 

labor force and found jobs. These are encouraging labor market statistics and indicate that 

individuals looking for work are truly able to become employed and are less likely to drop out of 

the labor force. 

 
Source: Bureau of Labor Statistics National and Local Unemployment Statistics  

Unemployment in Virginia Beach is projected to remain at or around its current level in the 
near term. However, with the possibility of a recession on the horizon, unemployment may 
increase over the latter part of the forecast period in response to an economic downturn. 
During recovery from the Great Recession, many employers underwent an “efficiency 
revolution,” where employees were laid off, and businesses returned to previous levels of 
service through technological advances.   
 

Median Household Income 
Median Household Income is a good indicator of the general economic health of City residents. 

The following chart includes the American Community Survey (ACS) estimates for both Median 

Household Income and Median Household Income in constant 2009 dollars. Following the 

recession, growth in Median Household Income was slow or nonexistent for several years. As 

displayed in the graph below, in 2013 households began recovering from the impacts of the 

recession. ACS estimates indicate that nominal Median Household Income in Virginia Beach 

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Virginia Beach Unemployment 

Virginia Beach Hampton Roads Virginia United States



18 | P a g e  
 

increased $4,473, from $72,586 in 2017, to $77,059 in 2018. When controlling for inflation, 

Median Household Income grew by $2,304 during the same period. 

 
Source: American Community Survey 2018 1-Year estimates 

 
Over the past decade, the City has continuously endeavored to become more efficient in 
pursuit of better services without increasing the economic burden of City taxpayers. From FY 
2009 to FY 2018, the nominal City Operating Budget increased $210 million. In constant dollars, 
the Operating Budget decreased approximately $77 million dollars over the same time period.  
 

 
During that time, the City implemented new programs such as the body worn camera program 
and opened several new facilities including the Housing Resource Center, Williams Farm 
Recreation Center, and the Joint Use Library. This demonstrates the City is delivering services in 
an efficient and cost-effective manner.  
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The comparison between Median Household Income and the City Operating Budget is made in 
order to evaluate the success of the City in operating within the economic means of its 
residents. Growth in the City budget that outpaces the growth in City resident’s income 
increases the economic burden of the City’s taxpayers. In the same time period, Median 
Household Income for residents of Virginia Beach increased a total of 29.9% or 1.76% annually 
on average while the City Operating Budget has increased by 11.9% or approximately 1.4% 
annually on average.   
 

Poverty 
Increasing residential income is also echoed by the significantly lower poverty rate estimates 

derived from the 2018 American Community Survey. Over the past year, the estimated total 

percent of the population in poverty decreased from 8.0% to 6.9%. At the same time, statistics 

indicate a 1.4% decrease in poverty occurrences of children under 18 and adults age 65 and 

older. 

In addition to a multitude of services offered by the City’s Human Services Department, 
including facilitation of state and federal financial assistance programs and financial 
management education, the City opened the Housing Resource Center in 2018 specifically 
designed to combat and end the cycle of homelessness. The continual decrease in poverty 
levels across most categories indicate that the City’s continued efforts to reduce poverty and 
facilitate resident’s income mobility are successful. 

 

Virginia Beach Poverty 
 

1990 2000 2010 2018 

Total 5.9% 6.5% 7.5% 6.9%      

Families 4.3% 5.1% 5.5% 4.5% 
Children Under 18 7.6% 8.6% 10.5% 9.2% 

65 + 8.0% 4.7% 5.0% 4.2% 
Female Head of Household 20.2% 18.9% 18.9% 19.3% 

With Related Children Under 18 26.5% 23.1% 24.2% 26.7% 
Source: American Community Survey 2018 1-Year estimates 

 

Overall, poverty rates are down; however, increases in the poverty rate of female head of 
household with and without dependent children (4.4% and 4.5% respectively) indicate that 
future efforts should focus on reaching the City’s most vulnerable population.  
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General Fund Revenue Projections   

Real Estate 
Real estate tax revenue is primarily driven by two factors, change in assessments and the tax 

rate. Over the past five years, real estate assessments have grown an average of 3.1% annually.  

Residential assessments are influenced by housing sales, as sale prices increase assessment 

values are adjusted accordingly to reflect the market price.  

 

Per the City’s Real Estate Assessor, assessments are projected to grow by 3.2% each year of the 

forecast period. This five-year projection is an improvement compared with previous forecasts 

of real estate assessments. As real estate tax revenue accounts for nearly half of all General 

Fund revenue, projected growth above 3% has a significant impact on the overall growth of 

General Fund revenues.  

Personal Property 
Personal property tax revenue is made up of numerous assessment categories; the largest of 
which are vehicle assessments. The vast majority of personal property taxes are not due until 
June, near the end of the fiscal year. The timing of the due date for this tax creates some 
uncertainty and makes this revenue difficult to project. Therefore, the City takes a conservative 
approach when budgeting personal property tax revenues.   
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Per the Commissioner of the Revenue, vehicle assessments are projected to grow throughout 
the forecast period. A primary contributor to this growth is the fact that used vehicles are 
holding their assessed value above historical norms. Overall, personal property revenue is 
expected to grow on average 3% annually over the forecast period. 

 
General Sales Tax 
General sales tax revenue is a historically stable and reliable source of revenue. The sales tax is 
directly impacted by consumer confidence in the overall economy and is typically the first 
revenue to decline in the wake of a recession. It is important to note that revenue from all 
percentage rate-based taxes, like the general sales tax, are influenced by changes in price. 
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This revenue stream has seen healthy growth over the past nine years, with growth rates over 
3% for three of the past five years. Budgeted general sales tax revenue is expected to grow 
4.3% when comparing FY 2020 to FY 2021 and to continue growing 2.8% annually over the 
forecast period.  
 

Business Professional Occupational License (BPOL) 
Business license revenue collections have increased steadily over the past five years and have 
outperformed the budget for the past three years.  New businesses are exempted from the 
BPOL tax base for the first two years of operation. This characteristic of the tax policy creates a 
lagging effect in realized revenue after new businesses enter the City.  

 
As the economy continues to expand, BPOL revenues are anticipated to continue the trend of 
moderate growth. After strong growth in this revenue in FY 2018, BPOL revenue growth slowed 
in FY 2019. Based on this recent trend, BPOL revenues are projected to remain flat between FY 
2020 and FY 2021 and resume the long-term growth trend of 2.3% annually over the remainder 
of the forecast period.   
 

Restaurant Meal Tax 
Restaurant tax revenue has grown at a healthy rate of 4% over the last five years. Over the 
recession period, growth in restaurant tax revenues outpaced other consumer driven revenues. 
It is likely that the growth over the post-recession is partially attributable to the increase in 
demand and availability of market-based groceries like Trader Joe’s, Wegmans, and Whole 
Foods. This revenue is projected to grow 5.8% from FY 2020 to FY 2021 and to continue the 
steady growth trend of 3.3% annually over the forecast period.    
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It is important to note, city-wide restaurant meal tax revenues are not exclusive to the City’s 
General Fund. Approximately 40% of this revenue stream is dedicated to the Tourism 
Investment Program (TIP), Tourism Advertisement Program (TAP), as well as the Open Space 
program. The graph above is reflective of General Fund revenues only.  
 

Hotel Tax 
This revenue stream performed well over the post-recession period and has continued to 
experience healthy growth over the past five years. Hotel tax revenues included in this forecast 
only include the portion of the 8.0% citywide hotel tax retained in the General Fund. Portions of 
the hotel tax throughout the City are dedicated to the Tourism Investment Program, Tourism 
Advertisement Program, and the Sandbridge Special Service District.   
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The hotel percentage tax is dually influenced by changes in prices and room nights. In addition, 
new attractions planned to open during the forecast period will likely contribute to the growth 
of this revenue during the forecast period. Hotel tax revenues are projected to grow 5.8% from 
FY 2020 to FY 2021 and to continue growing 4.1% annually over the forecast period. 

 
Telecommunications 
Virginia Telecommunications Tax revenue has consistently declined over the past decade. In 
general, the revenue decline is a result of changes in consumption of taxed services. Taxable 
services include: landline, wireless, and satellite telephone services, as well as, cable and 
satellite television. In recent years, there has been a significant decline in cable and satellite 
television service consumption, leading to a fair amount of tax leakage related to the 
widespread use of subscription streaming services (Netflix, Hulu, etc.) not included in this tax.  

 
The Virginia Telecommunications Tax is collected at the State level and allocated proportionally 
to individual localities. Therefore, declining Virginia Beach Telecommunications revenue reflects 
the statewide trend. Statewide, revenue between FY 2018 and FY 2019 declined by 6.6%. 
Telecommunications tax collections are projected to decline approximately 13% from FY 2020 
to FY 2021 and decline 3% annually over the forecast period. 

 
Revenue from the Commonwealth  
Revenue from the Commonwealth of Virginia is dependent upon the overall fiscal health of the 
Commonwealth’s General Fund and the priorities of the Governor and the General Assembly, 
particularly when it comes to education and healthcare. For these reasons, the actual annual 
percent change in this revenue varies. Since FY 2015, the growth in revenues from the 
Commonwealth to the City’s General Fund departments have been positive every year. Last 
year, revenues were up nearly 5% as the actual FY 2019 Virginia General Fund revenue grew by 
7.2%. For FY 2020, the official Virginia General Fund annual growth estimate is 1.2%. Therefore, 
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it is expected that revenues from the Commonwealth will grow by less in FY 2021 than recent 
historical averages may indicate. As a result, the City is projecting growth of 2.5% from this 
revenue stream to the City General Fund for FY 2021 and in subsequent fiscal years. 

 
Federal Revenue  
Similar to revenue from the Commonwealth, revenue from the Federal government is heavily 
dependent on external factors, namely Congressional decisions. The Federal government is 
currently working on a funding bill that will fund the government beyond November 21, 2019. 
Due to some uncertainty at the Federal level, the City projects growth less than the historical 
actuals may otherwise indicate. As a result, the City is projecting positive growth of 2.5% from 
this revenue stream to the City General Fund for FY 2021 and in subsequent fiscal years. 
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Overall Revenues 
Real Estate and personal property revenues make up approximately 60% of the City’s total local 

General Fund revenues. All other taxes, fees, and charges represent the remaining 40%. Even 

though Real Estate and Personal Property revenues are expected to grow by about 3% for each 

year of the forecast period, in the aggregate, local City revenues are expected to grow between 

1.8% and 2.3% annually in the five-year period covered by this forecast. Growth in the City’s 

two major revenue sources is essential for service delivery.  

The table below reflects the projected total annual increase in General Fund revenues. This 

includes the local sources listed above as well as external funds such as revenues from the 

Commonwealth and the Federal Government.  

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 

2.07% 2.28% 2.47% 2.49% 2.50% 
 

General Fund Expenditure Assumptions and 

Drivers                                                                             

Over the five-year period, the City expects low, but positive economic growth and inflation. In 

the first year of the period, economic growth is expected to be between 1.8% and 2% according 

to observers such as Kiplinger and the Conference Board. Over the multi-year period, economic 

growth is expected to be between 1.7% and 1.8% according to the Congressional Budget 

Office’s, An Update to the Economic Outlook: 2019-2029.  

Due to low economic growth, inflation is also expected to be low. This expectation is bolstered 

by the Federal Reserve’s adopted monetary policy strategy. This strategy deems that inflation 

at 2%, as measured by the annual change in the Personal Consumption Expenditure (PCE) 

index, is most consistent with the Federal Reserve’s statutory mandate. Based on estimates 

from the Federal Reserve Bank of Philadelphia’s Survey of Professional Forecasters, headline 

PCE is expected to grow at 1.9% annually over the period from 2019 through 2023 and 2% 

annually over the longer 2019 through 2028 timeframe. For these reasons, the City used an 

inflationary assumption of 2% for each year of the forecast period.  

In order to project City General Fund expenditures over the five-year period, the City consults a 

wide range of information. These sources include: past City budgetary choices, State policy 

decisions, known year-one City operational needs, current economic data, and future economic 

forecasts. In addition, the City makes several assumptions about what might occur with respect 

to organizational compensation needs. The following sections are a discussion of the City’s 

assumptions of projected expenditures.  
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Salaries  
The City assumes that potential City salary increases will need to at least match the inflationary 
trends. While salary increases of 2% are less than the current national yearly growth in wages in 
the public administration sector, 2% will be in line with the economic conditions described 
above and with the City’s overall expected revenue growth. Therefore, this forecast assumes an 
annual increase of 2% for all salaries (full-time, part-time, contracted manpower, and 
overtime). Compensation decisions are the responsibility of City Council. Further, as noted at 
the October Revenue Sharing Formula joint discussion session, salary increases for the City and 
the Schools may not be the same rate.  

For some compensation items, payment is made through non-General Fund City funds and 
General Fund transfers are used to offset costs to hold these funds harmless. Most notably, the 
City transfers money to the Sheriff’s Special Revenue Fund as well as Parks and Recreation and 
Housing’s Federal Grant funds.  In this forecast, transfers to these funds related to 
compensation are increased by 2% annually. 

This forecast also captures compensation decisions made by City Council in prior years. For the 
purposes of this forecast, costs are included for both the Public Safety Workforce Development 
Program and Sheriff Pay Parity.  

The Public Safety Workforce Development Program is anticipated to cost $4.2 million in year 
one and have an ongoing cost of an additional $500,000 over the forecast period. Sheriff Pay 
Parity with the Police Department was adopted in the FY 2020 Operating Budget and 
implementation is to be phased-in over a four-year period. Included in years FY 2021, FY 2022, 
and FY 2023, are transfers to the Sheriff’s Special Revenue Fund to support the anticipated 
additional yearly cost of $750,000. 

In both FY 2019 and FY 2020, the City’s Operating Budget was balanced, in part, through the 
use of attrition savings. Salary totals for FY 2021 through FY 2025 do not assume the use of 
additional attrition savings. As a result, growth occurs slightly above 2% when comparing the FY 
2020 salary totals with FY 2021. Salary growth occurs closer to 2% each year for the remainder 
of the forecast period.  
Other Compensation Costs 
 

VRS 
In its meeting on October 10, 2019, the Virginia Retirement System (VRS) Board of Trustees 
adopted a decrease in the system’s assumed long-term rate of return for investments. Previous 
investment returns were expected to average 7%; however, under the new policy, investments 
will garner a return of 6.75%. This change does not lessen the cost of fully funding VRS plans 
and therefore will likely require additional contributions to make up the difference. A final 
decision on the local government employer contribution rate is forthcoming. The City expects 
an increase in its rate and is currently assuming a 1% increase for FY 2021. VRS resets its 
contribution rates every other year. As such, the City will also assume 1% increases in FY 2023 
and FY 2025.  
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Health Insurance 
The City is self-insured and has a Health Insurance Fund. The Health Insurance Fund has a 

healthy fund balance which has reduced the need for any large annual increases in healthcare 

costs over the last few years. The current operating philosophy is to reduce the fund balance 

over time in order to limit the need for dramatic healthcare increases. The forecast therefore 

assumes that health costs for the organization will increase by 3% annually during the five-year 

period.  

Compensation Bottom Line  
Overall, the combination of salary increases, public safety pay adjustments, VRS rate increases, 

and healthcare increases result in General Fund personnel costs increasing by 3.8% in year-one 

of the forecast period. In the out years, the average annual increase is 2.4%. Year-over-year 

growth varies slightly due to assumed VRS rate increases occurring every other year of the 

forecast period.  

Transfers to Other Funds 
Transfers to other funds reflect compensation related transfers previously discussed; however, 

not all transfers to other funds are related to compensation increases. Therefore, it is assumed 

that the transfers to other funds will increase by 1% in each year of the period from FY 2022 to 

FY 2025 prior to the application of compensation adjustments.  

Operating Accounts 
The City assumes that non-capital operating accounts will increase in line with the inflation 

assumption of 2% per year for years FY 2022-2025. 

Leases are expected to decrease from FY 2021 to FY 2022 due to the removal of a two-year 

payment to the Commonwealth of Virginia in exchange for a long-term lease of state land 

adjacent to Camp Pendleton. This land is presently used as parking for the Virginia Aquarium. 

Additionally, capital costs are assumed to increase 1% per year for years FY 2022 through FY 

2025.  

Reserves  
Some City funding is retained in reserves for use if costs materialize during a given fiscal year. In 
the out years, it is not expected that reserves will grow. As a result, only costs for the General 
Fund Regular Reserve for Contingencies are programmed within this forecast.  
 

Operating Budget Impact of CIP Projects  
When the Capital Improvement Program (CIP) is adopted every year, there are projects that, 

when completed, result in annual net new operating budget impacts. The most recent example 

of this type of CIP project is the Burton Station Fire/EMS station. A new facility requires the 

creation of numerous new City positions which are added through the Operating Budget 

process. Nevertheless, these costs are known prior to the budget year and must be accounted 

for in long-term projections. For the purpose of this forecast, these costs are reflected in the 
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CIP Operating Budget Impacts line. In this case, Burton Station will require the addition of 

another 15 firefighters and four more paramedics once the facility opens.  

Other CIP operating impacts included in this forecast include; facility maintenance costs for 

oceanfront bathrooms, custodial services for the additional space of the new City Hall, and for 

courtroom technology upgrades related to the display of body worn camera footage.  

Debt Service and Pay-As-You-Go Expenditures 
Debt service and pay-as-you-go expenditures in the forecast are based on the existing FY 2020 
CIP as adopted by City Council. Minor modifications in debt service expenditures may result due 
to the actual timing of bond sales or if some projects are deemed best to finance through cash 
rather than through bonds. The CIP means of financing has a tremendous impact on the year- 
over-year change within the Operating Budget.  More specifically, these impacts occur through 
the use of pay-as-you-go financing or as the result of debt service payments associated with the 
bond financing of a project. Once those bonds are issued, they become debt service obligations 
paid through the Operating Budget.  
 
The City General Fund and Schools both utilize two types of bonds within the CIP; Public Facility 
Revenue Bonds (PFRB) and General Obligation (GO) bonds. The City of Virginia Beach has a legal 
general obligation bond limit that is determined by language within the City Charter. The City of 
Virginia Beach may legally authorize general obligation bonds in an amount not to exceed the 
amount of principle retired within that calendar year, plus $10 million. Of the total amount 
authorized each year, the Schools have typically received $32.3 million, which is roughly half of 
the annual amount programmed in each year of the CIP. Public Facility Revenue Bonds do not 
have a legal limit but instead are governed by the City’s overall debt metrics and the City’s 
ability to pay for the debt service.  
 
Historically, the use of bonds within the CIP has been determined based on criteria such as: the 

City and Schools ability to pay for debt service, projects with a useful life beyond the debt 

payback term, legal debt capacity, impact on debt metrics, etc.  

Revenue Sharing Formula 
The School Funding Formula projection used in this forecast is based upon the new proposed 
funding formula for years FY 2021 through FY 2024 that was first brought forward by City and 
School staff for Council and School Board consideration in October 2019.  
 

Overall Expenditures 
In the aggregate, City expenditures are expected to grow between 2% and 3% for the five-year 

period covered by this forecast. The table below reflects the expected annual increase in 

General Fund expenditures.  

FY 2021  FY 2022 FY 2023 FY 2024 FY 2025 

2.92% 2.03% 2.99% 2.37% 2.77% 
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Total Balance  
The year-one total forecasted deficit in the General Fund is expected to be $10.2 million. As the 
table below indicates, the deficit is expected to decrease in FY 2022 as projected revenue 
growth exceeds projected expenditure growth. This same trend, deficit growth in the odd years 
and deficit reduction in the even years, continues throughout the forecast. Over the five-year 
period, it is expected that baseline revenue growth will exceed baseline expenditure growth. 
However, this forecast’s biggest variable is a marginal increase in the VRS employer 
contribution rate. Due to VRS’s structure, these increases only come during odd years, acting as 
a larger budget driver in those years.   
 

FY 2020 FY 2021  FY 2022 FY 2023 FY 2024 FY 2025 

$0 -$10,218,652 - $7,363,362 -$14,068,416 -$12,949,499 -$16,807,282 

 
The deficits displayed in the out years of the forecast will be impacted by general economic 

activity, annual costs of health care, VRS rates, overall revenue growth rates, and other 

budgetary choices made by the City, the Commonwealth, and the Federal government. As 

previously discussed, the use of attrition savings was not assumed over the five-year forecast 

period. If the $5.1 million attrition savings used to balance the FY 2020 Operating Budget were 

assumed to continue, each year’s deficit would be lowered by an equal amount. It is important 

to also note that, while year-one of the forecast has a large deficit to begin with, the City is 

legally required to have a balanced budget. In the Spring of 2020, the City Manager will present 

a fiscally prudent budget proposal that solves the presently forecasted deficit. Thus, the actual 

deficit on July 1, 2020 will be $0.  

Factors Potentially Impacting the Forecast 

Economic Recession 
Amidst the longest economic expansion in U.S. history, increasing international tensions, and 

global economic decline, the likelihood of a U.S. recession over the forecast period is high. 

However, a future recession is widely anticipated to have a smaller impact than the Great 

Recession. Business confidence is waning; however, consumer confidence has remained high 

amid indicators that the economy may slow in the near future.  

A prominent indicator of a recession used by the New York Federal Reserve Bank’s recession 

probability model is the spread between the 10-Year and 3-Month treasury yield. When the 

long-term economic outlook is favorable, the 10-Year yield is higher than the 3-Month. Prior to 

periods of recession when expectations about the future economy deteriorate, the yield curves 

invert and the 3-Month yield becomes higher than the 10-Year. Treasury yields inverted prior to 

the 1990 recession, 2001 recession and the Great Recession of 2008. The treasury term spread 

inverted in May of 2019, signaling that a recession is likely on the horizon. After the yield curve 

inverts, the average time until a recession is 17 months. In a recent poll conducted by the CFO 

Global Business Outlook, 67% of surveyed United States Chief Financial Officers believe that the 
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United States will be in recession by the end of 2020. This corresponds with the traditional 

inverted yield curve timeframe. That would mean the immediate impacts and post-effects of a 

recession would occur during this Five-Year Forecast.  

Future Capital Improvement Program Needs 
Since the adoption of the FY 2020 budget, the need to modify the existing CIP has occurred. 

Programmed in the out years of the CIP was partial funding for the remodel and renovations of 

the current City Hall (Building 1) as well as the current Police Headquarters/First Precinct 

(Building 11). Following the events of May 31, 2019, there is now an additional and immediate 

need to fully renovate the Operations Building (Building 2).  In July, City Council was briefed and 

voted in approval of the Facilities Engineer’s recommended renovation plan of combining the 

three buildings to a single $83 million CIP project. Combining all three projects into one 

contract allows for a quicker, more efficient remodel of the buildings and will allow for 

flexibility of funding between the three buildings while City leadership decides where each 

department will be permanently located. On July 9, 2019, $4 million of the total $83 million 

estimate was appropriated to a newly created CIP, project 3-174 “Operations Facilities 

Renovations,” and initial design work is underway. The remaining $79 million will need to be 

funded over the next two fiscal years.  

The City currently owns 389 buildings. A significant backlog of maintenance needs for these 

buildings exists, with current recapitalization rate of less than one building a year for an average 

replacement schedule of nearly 400 years. Currently, 56 of the City owned buildings are more 

than 50 years old. Some of the facilities in most need of replacement or renovation include: 

Euclid Yard, Landstown Maintenance Yard, Parks and Recreation Construction Yard, and the 

Beach Maintenance Facility.  

In addition to the emergent funding requirements of the City’s building infrastructure, City 
Council is also committed to addressing critical roadway needs and mitigating the effects of sea 
level rise and recurrent neighborhood flooding. The Roadways section within the FY 2020 CIP is 
nearly $300 million over the six-year period.  Yet, despite this commitment by City Council, the 
requested but not funded list of roadway projects still exceeds $1.9 billion. Further, this amount 
only incorporates some road elevation projects that may be needed due to sea level rise in the 
coming years. Therefore, the real cost of unfunded roadways in the City is likely even higher.  
In FY 2020, the Storm Water section of the CIP increased by 41% from the prior year and is now 

the largest CIP section at $395 million over a six-year period. Following the City Council retreat 

in the Fall of 2018, city staff created a 15-year CIP plan to address $1.3 billion in storm water 

infrastructure needs. Due to the size and cost of these infrastructure projects, the additional 

use of bonds would be necessary to accelerate projects or add additional projects to the CIP.  
Debt Limits 
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Debt Limitations and Maintaining Credit Rating 
Both GO and PFRB Bonds count against the City’s four debt metrics. Each of the debt metrics 
discussed below measure citywide debt, but exclude debt issued for the City’s Enterprise Funds 
(Water & Sewer and Storm Water). The metrics are as follows: net debt per capita, net debt to 
per capita income, debt service to general government expenditures, and net debt to total 
assessed real estate value. These debt metrics, along with other factors, are used by rating 
agencies when determining the City of Virginia Beach’s credit rating and overall fiscal condition. 
Due to the implementation of conservative debt metrics such as these, the City of Virginia 
Beach is a AAA/Aaa bond rated locality. An explanation of each metric is below, and a graph 
depicting the City’s current 
performance on these metrics can 
be found in Appendix B. Metrics 
reflected in Appendix B only reflect 
issuances based on the currently 
adopted CIP. 
  
Net Debt Per Capita indicates the 

per capita debt burden on citizens of 

Virginia Beach. Current City policy 

dictates that this measure be below 

$3,000, as a small ratio indicates a 

lighter burden. Throughout the 

forecast period, the City stays well below this threshold.  

Net Debt to Per Capita Income 

measures the capacity of the citizens 

to finance tax-supported debt. A 

lower ratio means that taxes 

required to repay debt represent a 

smaller portion of the average 

citizen’s income. It is the City’s policy 

that debt per capita should not 

exceed 6.5% of per capita personal 

income. Historically, the City has 

maintained a ratio well below the 

established threshold.  
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Net Debt to Assessed Real Estate 

Value is governed by State statute 

requiring that cities maintain a ratio 

of net debt to assessed real estate 

value of 10%, and City policy 

requires this threshold remain below 

3.5%. Historically, as well as 

throughout the forecast period, this 

ratio is well below the threshold. 

This metric is an important indicator 

of the City’s ability to repay its tax-

supported debt, as property values 

are a major revenue source. A smaller ratio indicates the City will be better able to withstand 

economic downturns.  

Debt Service to General 

Government Expenditures is the 

most restrictive of these metrics. 

This metric compares the City’s 

projected debt service payment to 

projected net expenditures (less 

enterprise funds) in each fiscal year 

of the forecast period. This measure 

demonstrates the City’s ability to 

repay debt without impacting other 

City services.   

The City’s debt limits are evaluated 
periodically and have historically been adjusted when necessary. The most recent adjustment 
was in FY 2016 when City Council amended the debt policy to allow for the net debt per capita 
indicator to increase from $2,800 to $3,000. This adjustment was made without impacting the 
City’s bond rating. To determine the impact of such changes, the City works closely with its 
financial advisors, who are in contact with credit rating agencies, to ensure such changes will 
not have a negative impact on its credit rating. As discussed in this section, there are several 
identified needs that could potentially put a fiscal strain on the City’s current debt metrics.  
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City General Fund Sensitivity Analysis 

Forecasts rely on underlying assumptions. This section presents several scenarios to test the 

City’s sensitivity to adverse fiscal climates.  

Economic Recession Slows Future Revenue Growth 
In this set of scenarios, revenue growth is revised to grow less than baseline revenue 
projections within the Five-Year Forecast. All expenditures and expenditure assumptions are 
expected to remain the same initially, except for the School Funding Formula transfer, which is 
a revenue dependent variable. 

Baseline Revenue Reduced by 1%:  This presents the least severe recession scenario. Note that 

this could mean that revenues still grow above their FY 2020 amounts. Also, it is important to 

keep in mind that in such conditions, the deficit grows by less than the revenue reduction 

because expenditures, in the form of transfers to Virginia Beach City Public Schools (VBCPS), 

also decrease when there is less revenue growth. In this scenario, year-one revenues decline by 

$12 million and the City’s deficit widens to $17.8 million. By FY 2025, the City would generate 

over $60 million of revenue less than in the forecast and therefore the deficit would be nearly 

$53 million, which is over 3 times larger than the forecasted deficit of $16.8 million.  

Baseline Revenue Reduced by 2%:  All City revenues decline by 2% from their baseline revenue 

forecast. For some revenues, such as real estate which is growing at 3%, this still represents an 

increase. As with the previous scenario, expenditures also decline due to the reduced transfer 

to VBCPS. A 2% decline would cause year-one revenues to diminish by $23 million and FY 2025 

revenues to be over $100 million less. In this scenario, the City’s deficit in year-one is $24.3 

million and this grows to $86.6 million in the last year.  

The table below contrasts of the performance of the deficit under each sub-scenario.  

 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 

Baseline Forecast -$10,218,652 -$7,363,362 -$14,068,416 -$12,949,499 -$16,807,282 

1% Less Revenue  -$17,837,897 -$21,920,537 -$35,747,249 -$42,145,115 -$53,527,626 

2% Less Revenue  -$24,267,179 -$34,807,118 -$55,216,914 -$68,351,629 -$86,642,235 

 

Annual Inflation Exceeds Assumptions 
In this set of scenarios, revenue growth remains as projected, but operating and capital 
expenditures increase. This scenario tests the impacts of an even more adverse global trade 
situation than presently exists.  In the baseline forecast, operating accounts are anticipated to 
increase by 2% in the out years of the forecast. Capital and transfers to other funds’ non-
personnel segments are anticipated to increase by 1% each.  
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Cost increase of an additional 1% to goods and services: In this scenario, growth assumptions 

would be 3% for operating accounts and 2% for capital cost and transfers. The ultimate impact 

of this change would worsen the year-one deficit by over $6 million. By FY 2025, there would be 

an additional $16 million in expenditures required, which would nearly double the deficit from 

the forecast.  

Cost increase of an additional 2% to goods and services:  In this scenario, inflation doubles from 

what is currently assumed in the forecast. This would cause an increase in total expenditures of 

0.70% in year-one. Correspondingly, the deficit would grow to nearly $19 million. By FY 2025, 

the additional cost of expenditures would be almost $30 million, and that year’s deficit would 

be $46 million.  

 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 

Baseline Forecast -$10,218,652 -$7,363,362 -$14,068,416 -$12,949,499 -$16,807,282 
1% Higher Inflation -$16,596,857 -$15,906,636 -$25,183,712 -$26,762,142 -$33,446,928 
2% Higher Inflation -$18,853,859 -$20,477,966 -$32,342,941 -$36,686,541 -$46,322,583 

 

Building 1, 2, and 11 Renovations 
As previously mentioned, there is an organizational need to amend the prior Municipal Center 
renovation plan to accelerate building completion dates. Under the proposed plan, $79 million 
will be needed within the next two fiscal years in order to go forward with the new schedules 
for renovating Buildings 1, 2, and 11. Though this is a known need, a formal plan will not be in 
place until the FY 2021 CIP is adopted in May of 2020. For this reason, the additional costs of 
these buildings were not included in the base forecast. This scenario, however, demonstrates 
the projected deficit increases that would result due to debt service increases associated with 
the issuance of an additional $79 million in debt. In total, this debt service would not have a 
year-one impact, but would increase the deficit by $3.7 million in FY 2022 and by over $7 
million in each of remaining years of the forecast.  
 

 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 
Baseline Forecast -$10,218,652 -$7,363,362 -$14,068,416 -$12,949,499 -$16,807,282 
$79 million bonds -$10,218,652 -$11,074,846 -$21,498,646 -$20,201,668 -$23,881,390 

 

If the General Fund issues the 

entirety of the necessary bonds, 

and no other modifications to 

the CIP are made, the addition of 

this $79 million will cause the 

City to approach the Debt Service 

to General Government 

Expenditures debt metric limit in 

FY 2023, at 9.5%.  
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It is important to note that there is a possibility that the Commonwealth of Virginia will provide 

assistance to the City for the renovations of Building 2. There are currently two proposed pieces 

of legislation that would offer Commonwealth resources to the City for this purpose. The first 

(HB 4022 / SB 4033) would appropriate $10 million in grants to the City from surplus 

Commonwealth revenue; whereas the second (HB 4023 / SB 4034) would authorize an interest-

free Commonwealth of Virginia Treasury loan not to exceed $20 million to the City. Until the 

State makes a final decision on this funding, this forecast assumes 100% City responsibility for 

the cost of the project.   

Healthcare Costs  
Health insurance rates are projected to rise by 3.0% each year of the forecast period. If health 
insurance rates were to increase by 6.0% beginning in FY 2020-21, the City General Fund deficit 
could grow by nearly $7 million in FY 2024-25. The table below illustrates the variance between 
the projected baseline deficit and the adjusted shortfall from increasing the healthcare rate by 
6.0% in FY 2020-21 and future years of the forecast period. 

 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 
Baseline Forecast -$10,218,652 -$7,363,362 -$14,068,416 -$12,949,499 -$16,807,282 

6% Health Increase -$11,393,113 -$9,817,985 -$17,916,302 -$18,311,623 -$23,813,000 
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School Operating Budget  

The strategic framework, Compass to 2020, has set the vision and guided the work of Virginia 
Beach City Public Schools (VBCPS) for the past five years. The framework charts the course for 
teaching and learning across the school division with the focus of ensuring that every student is 
challenged and supported to reach his or her potential. 
 

Mission 
The Virginia Beach City Public Schools, in partnership with the entire community, will empower 
every student to become a life-long learner who is a responsible, productive and engaged 
citizen within the global community. 
 

Vision 
Every student is achieving at his or her maximum potential in an engaging, inspiring and 
challenging learning environment.  
 

Core Values 
VBCPS is committed to creating a culture of growth and excellence for our students, staff and 
community. We strive to make this culture evident to all by actively reflecting on and engaging 
in behaviors that demonstrate our core values.  
 

We Put Students First: Student-Centered 
Decision Making - Choosing actions that, 
above all else, benefit and support student 
learning, growth and safety.  
 

We Seek Growth: Continuous Learning - 
Pursuing formal and informal learning 
opportunities to foster personal growth and 
improvement for all.  
 

We Are Open to Change: Innovation - 
Encouraging new ideas or improved ways of 
teaching, learning and working together to 
achieve our mission.  
 

We Do Great Work Together: Collaboration - 
Working together and building partnerships 
that will benefit our students, division and 
community. 
 

We Value Differences: Respect - Fostering a 
trusting, open, ethical, honest and inclusive 
environment where diversity of thought and 
individual contributions are prized.  
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Five-Year Forecast 
This forecast is based on historical data as well as assumptions derived from various sources, 
including reports generated by the Center for Economic Analysis and Policy at Old Dominion 
University. There are many unpredictable factors affecting the projection of revenue and 
expenditures. As such, the forecast is presented with the knowledge that it has been adjusted 
for all relevant factors we are aware of at this time. A series of assumptions were developed to 
arrive at the amounts presented. These assumptions are based upon information known 
currently, and projections will lose some of their validity as we forecast further into the future.  
 

The School Operating budget provides for the day-to-day operations and maintenance of the 
division. Since more than 87.0 percent of the total fiscal year (FY) 2019-20 budget is 
appropriated in the School Operating fund, this five-year forecast focuses on providing details 
about that fund.  
 

Revenue Assumptions 
This forecast reflects increases in revenue at the state and local levels and continues to reverse 
the impact of significant cuts VBCPS has sustained since 2008. 

 State Shared Sales Tax  
 Increasing by 3.0% for FY 2020-21 through FY 2022-23 
 Expected to increase by 2.75% in FY 2023-24 and FY 2024-25 

 

 Other State Revenue 
 Increasing by 2.75% each of the forecast years from FY 2020-21 to 2024-25 

 

 Local Revenue Sharing Formula 
 Expected to increase over 2.5% for FY 2020-21 
 Increasing approximately 2.7% each of the forecast years from FY 2021-22 to 2024-25  

 

 Federal Revenue 
 Increasing $600,000 in FY 2020-21 
 Expected to remain flat at approximately $12.8 million from FY 2021-22 to FY 2024-25 

 

 Other Revenue Sources 
 Anticipate reducing the reliance on reversion funding by $0.5 million each year of the 

forecast period  
 Sandbridge Tax Increment Financing (TIF) funds of $409,000 will be diverted to the 

School Operating budget for the FY 2020-21 forecast year 
 
Expenditure Assumptions   
This forecast illustrates that changes to salary and benefit compensation parameters can have a 
significant cost impact for VBCPS, considering that expenditures of this type account for 
approximately 84.0% of the School Operating budget. 

 Personnel Services and Fringe Benefits 
 Ongoing costs to implement full-day kindergarten in all 55 elementary schools in the 

division 
 Salary increase of 3.0% for FY 2020-21 and 2.0% for the remaining forecast years (this 
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forecast projection is subject to revision by the School Board during budget 
conversations if state or local revenues fluctuate) 

 The current FY 2019-20 Virginia Retirement System (VRS) rate of 15.68% will rise by 
0.94% in FY 2020-21 to 16.62% and is anticipated to remain flat at that rate through FY 
2024-25   

 Health insurance rates are projected to rise by 3.0% each year of the forecast 
 

 Non-Personnel 
 All non-personnel budget line items impacted by inflation are expected to increase by 

approximately 2.0% each year of the forecast period 
 Capital outlay expenditures are expected to increase by approximately $450,000 to 

purchase five replacement school buses each year from FY 2020-21 to FY 2022-23  
 
Baseline Forecast 
Utilizing the revenue and expenditure assumptions outlined above, VBCPS is projecting the 
following deficits over the forecast period.  
 

 

 
Year one of the forecast projects a baseline deficit of $17.4 million, primarily as a result of costs 
associated with full-day kindergarten implementation, increased VRS employer benefit rates, 
rising debt service payments and a reduced reliance on one-time reversion funding to balance 
the School Operating budget. As the table and graph illustrate, deficits are expected to 
decrease in the out years of the forecast with projected revenue growth exceeding expected 
expenditures. 
 

Budgetary Goals and Challenges 
There are many factors unique to school divisions that can trigger educational cost increases 
that outpace inflation. For example, increases in labor costs due to rising student enrollment or 
changes in staffing standards can drastically impact school budgets because K-12 education is 
highly labor intensive. Understanding these factors provides a greater appreciation of the 
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financial challenges that schools confront today and of the environmental context in which 
budgeting decisions must be made. The following factors place substantial pressure on school 
budgets: 
 
Programmatic Priorities  
Our community demands high achievement, as well as the availability of programs and 
opportunities to address each student’s individual needs. In 2018-19, VBCPS continued to build 
upon its demonstrated commitment to excellence with additional gains and growth related to 
student achievement and social-emotional well-being for all students. For the third year in a 
row, all 82 of the division’s testing schools earned accreditation from the Virginia Department 
of Education (VDOE). However, this impressive feat is just the tip of the iceberg. VBCPS’ 
graduation rate continues to soar, hitting a record 93.9% and saw its lowest-ever dropout rate 
at 3.0%. Across the board, the division has seen monumental gains in Advanced Placement (AP) 
scores and the number of career certifications earned by our students.  
 
At the beginning of school year 2017-18, the school division launched a multiyear 
implementation plan to transition all of its elementary schools from a half-day to a full-day 
kindergarten program. Fifty-two VBCPS elementary schools now provide full-day kindergarten 
to students. There are three elementary schools where full-day kindergarten could not be 
implemented for the 2019-20 school year due to ongoing construction projects affecting those 
schools. John B. Dey, Hermitage and Thoroughgood elementary schools are scheduled to add 
full-day kindergarten for the 2020-21 school year. 

 
VBCPS continues to ensure our schools are welcoming places to learn and that they are 
providing rigorous instruction that is personalized to fit students’ individual needs. Take for 
example the amazing news coming in about the class of 2019. These graduates were offered 
more than $103 million in scholarships. Not to mention that when the State Board of Education 
recognized schools in the Commonwealth for exceeding state accreditation standards, VBCPS 
received 15 Exemplar Performance Awards, more than any other city in Hampton Roads. In 
VBCPS secondary schools, students continue to have an array of choices from the school 
division’s academy/advanced academic programs. These unique schools-within-schools provide 
expanded academic opportunities for students across the division. Six high schools, one middle 
school and three elementary schools are designated themed academies while two programs - 
the International Baccalaureate Program at Princess Anne High School and the Mathematics 
and Science Academy at Ocean Lakes High School - are advanced academic programs featuring 
extended learning opportunities. These specialized programs help to connect students’ 
passions with the curriculum as well as challenge them with intensive learning opportunities.  
 
VBCPS will soon add an additional opportunity to its portfolio with an expected launch date in 
2020. The Environmental Studies Program will be hosted at The Brock Environmental Center 
and will focus on sustainability issues and environmental education. In fact, VBCPS is the only 
school division statewide named a 2019 Virginia Environmental  



41 | P a g e  
 

Excellence Program Sustainability Partner. 
This distinction is presented by the Virginia 
Department of Environmental Quality to 
private or public organizations that make 
sustainability part of their culture through 
leadership, innovation and continual 
improvement. And speaking of 
sustainability, every single school in VBCPS 
was recognized this year as a PEARL School 
by Lynnhaven River Now.  
 
VBCPS also continues to thrive in the arts. 

For the 10th consecutive year, VBCPS was named one of the Best Communities for Music 
Education by the National Association of Music Merchants (NAMM) Foundation for outstanding 
commitment to music education. Less than 5.0% of school districts across the nation earn this 
prestigious award. Great Neck and Salem middle schools earned distinction as Advancement 
Via Individual Determination (AVID) National Demonstration Schools. This elite designation has 
been awarded to only approximately 190 of 5,600 AVID schools worldwide. Technical and 
Career Education (TCE) offerings provide an even greater array of possibilities for students. As 
part of VBCPS’ mission to provide students with the skills necessary to succeed in a world class 
economy, they are offered the opportunity to sit for sought-after industry credential tests 
through the Office of Technical and Career Education. This year, VBCPS issued its 100,000th 
career credential. Demonstrating a major commitment to supporting students and families 
connected to our nation’s military, 50 Virginia Beach schools were named 2019 Virginia Purple 
Star schools, bringing the division’s total number of Virginia Purple Star schools to 58. This is the 
most awards presented to any school division in Virginia and comprise nearly half of the state’s 
104 honorees. We now have 58 Virginia Purple Star schools in total. 
 
School Safety 
Because children and schools are the heart of a community, the topic of school safety and 
security is routinely discussed and analyzed. In April 2018, VBCPS Superintendent Dr. Aaron 
Spence called for the formation of a Blue-Ribbon Panel on School Safety and Security to analyze 
the school division's safety procedures, infrastructure and practices. This panel was to identify 
the division's current best practices as well as potential areas of improvement. The panel 
presented 11 recommendations to the School Board during a summer retreat in 2018, and this 
past year several enhancements were completed to bolster security infrastructure throughout 
the division. Over $1.6 million from multiple sources is being concentrated to support school 
safety projects. Reversion funds from 2017-18, along with award dollars from the School  
Security Equipment grant and the Community Oriented Policing Services (COPS) grant will be 
utilized to address specific identified needs in this area.  
 
VBCPS has been proactive with school safety measures, taking actions to keep exterior doors 
locked, install video intercom systems at the main entrance of schools, mount additional 
cameras that are monitored using closed circuit television systems and post security staff in 
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school lobbies to screen visitors. Of significant importance, VBCPS continues to partner with the 
Virginia Beach Police Department to provide uniformed School Resource Officers in all 
secondary schools. In addition to tackling the physical safety of students, the Blue Ribbon Panel 
also recommended ways to help students’ mental health and wellbeing. In 2019-20, VBCPS 
added five full-time equivalent (FTE) psychologists, five FTE behavior intervention specialists 
and six FTE elementary school counselors. School administration has continued to develop, 
implement and expand the use of new and existing resources, where appropriate, to meet the 
Blue Ribbon Panel's recommendations. 
 
Technology 
The five-year framework outlined in Compass to 2020 charts the course for teaching and 
learning across the division with the focus of ensuring that every child is challenged and 
supported to reach his or her full potential. The framework’s strategies include providing 
students with personalized learning opportunities that incorporate the use of digital resources 
to prepare them for employment or post-
secondary educational opportunities in a 
globally-competitive environment. In 
support of this strategic objective, the 
division’s 1:1 technology initiative provides 
Chromebooks to every student in the 
division. Additionally, the division has 
allocated one-time funding from multiple 
sources to replace broken and aging 
whiteboards with standalone interactive 
displays to further support 
transformational learning experiences for 
all students. This project will make it 
possible for students and staff to take advantage of enhanced features available in these 
interactive flat panel systems while alleviating the costly maintenance needs of the projector-
based systems currently in place. A $14 million systematic four-year replacement plan is 
underway with a goal to install new panels in each school in the division by the 2023 school 
year, or sooner, as funding permits. The fiscal challenge moving forward will be to identify 
approximately $3.5 million in funding for ongoing annual expenses related to device and display 
replacement/refreshment. It is evident that the purposeful use of technology will be integral to 
the instructional program as the division prepares students to master not only course content 
but globally competitive skills such as creativity, collaboration, critical thinking, communication 
and citizenship.  
 
Employee Compensation and Workforce Challenges 
The ever-increasing shortage of teachers across the nation, an indication of recent trends in 
teacher supply and demand, has created concern for VBCPS principals who have been 
experiencing more and more difficulty recruiting qualified applicants to fill teacher vacancies. In 
support of goal four of the Strategic Framework, VBCPS is focused on placing a premium on 
recruiting, hiring, supporting and retaining high-quality staff in all positions. One of the top 
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strategies aimed at addressing this goal is to provide a competitive compensation and benefits 
plan for employees. While VBCPS ranks first in the Hampton Roads region for entry-level 
teacher salary compensation, the division lags in several compensation milestones and ranks 
near the bottom in the region for comparable health benefits. 
 
The FY 2018-19 school year marked the completion of a six-year process to address internal 
salary inequities based on years of creditable experience for employees. Additionally, the 
division began the process of addressing salary compression on both the unified and 
instructional experience-based step pay scales. Since 2006, additional needs have been 
identified in other areas of compensation to make the division competitive with the local 
market. These needs include increasing educational allowances for advanced degrees; raising 
the amount of additional duty supplements; reclassifying teacher assistants to place them in 
one pay grade versus six different ones; and moving selected teacher positions from the unified 
to the instructional pay scale. These improvements would require budget increases totaling 
approximately $12.5 million in ongoing, annual expenses. The division is also in the process of 
reviewing the placement of all clerical support positions on the unified pay scale. At this time, 
the anticipated cost associated with this compensation study is undetermined.    
 
Employee Benefits 
The national trend for health care costs is rising, partially because of increasing expenses for 
hospital stays and prescriptions. VBCPS is projecting a 3.0 percent increase in employer 
premiums each year of the Five-Year Forecast. This favorable trend (below the national median 
average of 6.0%) can be attributed to plan design changes, better education and 
communication, implementation of an online enrollment tool, a partnership with the Sentara 
Quality Care Network and a redesigned employee wellness program. As a result of these 
improvements, the health fund balance has grown over the last two years. The 3.0 percent 
trend forecasted in future years assumes that the division will likely draw from the health fund 
balance to cover some expenses for the health plan. The Benefits Executive Committee (a group 
with members from the city and school staffs) along with Mercer, a health care consulting firm, 
will continue to monitor medical expense claims, workplace needs, market trends and federal 
legislation that could impact costs. 
 
State and Federal Mandates 
VBCPS must comply with state and federal mandates that significantly impact division wide 
needs and priorities. Mandates are not always funded and can pose a financial burden on 
localities and school divisions. In 2011, the Virginia General Assembly created the Governor’s 
Task Force for Local Government Mandate Review. The task force was asked “to review state 
mandates imposed on localities and to recommend temporary suspension or permanent repeal 
of such mandates, or any other action as appropriate.” In August 2015, the Governor’s Task 
Force issued an interim report with recommendations for the General Assembly to consider. 
This task force expired on July 1, 2018; no additional reports have been issued.  
 
As of November 2018, the total impact of state and federal unfunded mandates to VBCPS was 
$44 million. Approximately $16 million of that total are mandates that originated either from 
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the General Assembly or the Virginia Department of Education. The financial impacts of federal 
mandates outlined in the Every Student Succeeds Act of 2015 (ESSA), the new accountability 
model that replaced the No Child Left Behind (NCLB) Act of 2001, have not yet been fully 
assessed. Additionally, Medicaid expansion costs will likely be a significant funding issue in the 
upcoming legislative session of the Virginia General Assembly. The increase in costs for 
expansion will be included in the Governor’s introduced budget for the 2020-2022 Biennium 
and will impact other priority needs, such as K-12 education. 
 
Lagging State Funding 
In December 2018, the Join Legislative Audit and Review Commission (JLARC) released a report 
on state spending on the K-12 standards of quality (SOQ). According to that report, state K-12 
SOQ spending per pupil increased from $4,754 in FY 2016-17 to $4,806 in FY 2017-18, or 1.1 
percent. This represented a statewide increase in spending per student of $52. The total 
number of students statewide increased 3,213, or 0.3 percent. Over the longer term, however, 
the growth in state K-12 SOQ spending per student has not kept pace with inflation as 
measured by the Consumer Price Index. After adjusting for inflation, state SOQ spending per 
student was $649 less in FY 2017-18 than it was in FY 2008-09, in part because of the decrease 
in SOQ spending during the recession years (FY 2009-10 through FY 2011-12).  
 
VBCPS State versus Local Revenue and Per Pupil Expenditure Comparisons  

* State figures reflect Basic Aid Funding only: federal and state sales tax are excluded from totals. 
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Structurally Flawed Operating Budget 
The FY 2019-20 budget marks the tenth consecutive year VBCPS has had to rely on one-time 
reversion funds to augment the School Operating budget and pay for recurring expenses. While 
the use of one-time funding has helped bridge the gap between the revenue available and 
expenditures, the use of these funds to pay for ongoing costs has created a structural 
imbalance that requires recurring revenue to resolve. Relying on one-time dollars for ongoing 
expenses is simply not a sustainable budget strategy.  
 

Sensitivity Analysis - Healthcare Costs 
As noted earlier, healthcare costs are projected to rise by 3.0% each year of the forecast period. 
However, if healthcare costs were to increase by 6.0% beginning in FY 2020-21, the School 
Operating budget deficit could grow by nearly $11.3 million in FY 2024-25. The table below 
illustrates the variance between the projected baseline deficit and the adjusted shortfall from 
increasing the healthcare costs by 6.0% in FY 2020-21 and future years of the forecast period. 
 

 
 

Sensitivity Analysis - Capital Improvement Program 
Addressing School Board Priorities 
Having adequate public infrastructure is important to the effective and efficient delivery of 
services to the public. The acquisition, construction, expansion, maintenance, rehabilitation, 
sustainment and upgrading of infrastructure for resiliency results in a major demand on the 
financial resources of any government that must be planned for in advance and must be 
comprehensive. For these reasons, the School Board, in conjunction with the City Council, 
annually develops a six-year Capital Improvement Program (CIP) to define needs, set priorities, 
plan funding and anticipate impacts of proposed capital projects on the School Operating 
budget. Through the CIP, VBCPS implements School Board priorities for large cost, long-term 
improvements to schools/facilities and for the acquisition of technology systems and 
equipment. 
 
In 2007, VBCPS, Hirsch Bedner Associates and Cooperative Strategies worked in collaboration to 
develop a Long-Range School Facility Master Plan. This plan outlined a series of options for 
modernizing facilities within the division. In the 2007 plan, the timeline for school 
modernization and replacement was dependent upon a proposed funding level. Since that 
time, funding has dipped from the 2007 level of $60 million per year, and construction costs 
have increased significantly. In the fall of 2017, VBCPS began the process to review and revise 
the 10-year-old facility master plan, specifically with an objective to update demographic, 
condition and program data and the intent to develop recommendations using new data and 
current funding levels. A steering committee worked with the community to develop a new 
Long-Range School Facility Master Plan. This master plan was formally accepted by the School 
Board on Sep. 11, 2018 and will guide the division’s work for the next 12-15 years. 
 

Description FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25

Baseline Forecast (17,384,193)      (14,302,561)      (9,297,696)        (5,126,135)        (598,973)           

Health Increase (6.0%) (19,275,361)      (18,255,102)      (15,493,730)      (13,760,460)      (11,879,884)      

Variance 1,891,168         3,952,541         6,196,034         8,634,325         11,280,911       
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Impact on the School Operating Budget 
The new Long-Range School Facility Master Plan aligned all relevant data to provide guidance 
on the next 15 prioritized capital projects. The plan specifically focused on the relationship 
between funding and completion time of capital projects in 
an effort to provide a useful tool for future budgeting. The 
CIP budget requires one-time funding for large-scale 
projects, contrary to the School Operating budget where 
annual and ongoing operating expense obligations are 
planned. Almost every new project entails ongoing 
expenses for routine operation, repair and maintenance 
upon completion or acquisition.  
 
Conversely, a capital project that renovates an existing 
school may reduce operating expenditures due to a 
decrease in necessary maintenance costs. Funding heating, 
air conditioning and electrical system repairs or 
replacement projects has the potential to reduce operating 
expenditures by reducing costly maintenance and staff 
time spent addressing critical system repairs. 
 
VBCPS’ capital program has a direct impact on the School Operating budget, particularly in 
relation to debt service. Debt service payments for the current fiscal year are budgeted at $43.3 
million. Over the forecast period, that amount is projected to climb by 22.2% to nearly $53 
million in FY 2024/25. Debt service payments consistently account for approximately 10% of the 
funding provided through application of the Revenue Sharing Formula.     
 
CIP Funding Scenarios 
The Long-Range School Facility Master Plan outlines a recommended order for the next 15 
school replacement candidates. Several funding scenarios were presented to demonstrate the 
change in estimated completion date and age at replacement level relative to the funding made 
available for CIP projects. Needless to say, additional CIP funding would accelerate the timing 
for completion of the recommended projects. The plan does not factor in debt service 
implications for the School Operating budget. 
 
The city of Virginia Beach is responsible for the issuance and redemption of all debt for both the 
city and schools. The City Council appropriates funding to VBCPS using the Revenue Sharing 
Formula. Funds are first distributed to debt service, prior to the General fund appropriation. 
Debt service is defined as the amount of money required to make payments on the principal 
and interest on outstanding loans, the interest on bonds or the principal of maturing bonds. 
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Using four different scenarios, the following table illustrates the variance between the baseline 
forecast for each of the next five years and an adjusted forecast if additional General Obligation 
Bonds were issued for the construction/renovation of schools. This variance directly reflects 
how added debt service expenses would impact the bottom line.  
 

Variance to the baseline Five-Year Forecast if additional bonds were issued 
 

 
 
This table is included to convey the extended, compounding effects of increased borrowing for 
five additional years beyond this forecast. These figures represent how debt service 
expenditures would grow in relation to the borrowing scenarios. 
 
Variance to the baseline beyond the Five-Year Forecast if additional bonds were issued 
 

 
 
Note that these scenarios assume no other new revenues would be available to offset increases 

in CIP expenditures, absent bond referendums, etc. 

 

 

 

 

 

 

 

Description FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30

$50M Bond Usage 5,656,244$    8,794,570$    8,577,740$    11,929,645$  15,791,819$  

$60M Bond Usage 9,330,695$    14,255,134$  13,903,066$  17,833,483$  22,376,219$  

$70M Bond Usage 13,005,149$  19,715,697$  19,228,393$  23,737,319$  28,960,621$  

$80M Bond Usage 16,679,602$  25,176,260$  24,553,719$  29,641,157$  35,545,021$  
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Closing Thoughts and Summary 

Slow Regional Growth: As reported in the Hampton Roads Planning District Commission 

summary included in this report, the regional economy is improving but at a slower rate than 

other MSAs. The same is true within Virginia Beach. Population growth has slowed, and student 

enrollment has declined; however, demand for services from the existing populous continues to 

increase. General Fund revenues are projected to grow at an average rate of 2.4% per year; 

however, expenditures are projected to grow at a higher rate slightly outpacing revenue 

growth.  

Economic Recession: Since the Great Depression, a recession has occurred on average every 

four years within the U.S. Economy. It has been over 10 years since the last recession ended. 

Credible economists are projecting a recession within calendar year 2020; however, consumer 

confidence continues to remain high. Consumer related revenues continue to show signs of 

growth within the local economy. The next recession will likely not have the same level of 

impact on the City as the last recession which was driven by a housing bubble. As mentioned 

previously in the report, real estate tax revenue is nearly 50% of total General Fund revenue.  

Future Capital Improvement Program (CIP) Needs: The City of Virginia Beach’s CIP is a six-year 

planning tool. Included with the program are projects and funding plans to address critical 

infrastructure needs throughout the City. Several of these critical needs are found within the 

Buildings, Schools, Roadways, and Storm Water sections of the CIP. Since the adoption of the 

CIP, citywide infrastructure needs have changed. For example, a critical need within the 

Building section is for the immediate renovation of buildings 1, 2 and 11. Accelerating these 

projects or other needs in the CIP will have a great impact on future Operating Budgets. In the 

near future, decisions will need to be made on how to best address citywide infrastructure in a 

timely and efficient manner that does not jeopardize program services or the City of Virginia 

Beach’s AAA/Aaa Bond Rating.  

Sustainable Future: For most of the forecasted period, both City and Schools are projected to 

begin each fiscal year in a deficit. Without additional revenue growth (natural or through rate 

increases), accelerating CIP projects or implementing new programs will result in larger deficits 

over the forecasted period. Monitoring future budget impacts as a part of the policy decision 

making process will be critical in maintaining a sustainable future.  
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Appendix A: City General Fund Forecast  

City General Fund Revenues 

                

    FY 20 Adopted  FY 21 FY 22 FY 23 FY 24 FY 25 

  Real Estate $558,748,264 $576,699,097 $594,168,590 $612,124,595 $630,576,690 $649,534,199 

  

Personal 
Property $163,497,601 $169,624,679 $174,499,399 $178,973,509 $183,627,127 $188,467,430 

  General Sales $66,745,446 $69,591,147 $71,539,699 $73,542,810 $75,602,009 $77,718,865 

  Utility $49,578,224 $45,760,883 $45,277,982 $44,814,017 $44,368,443 $43,940,731 

  

Business 
License $51,892,052 $51,432,832 $52,615,788 $53,825,951 $55,063,948 $56,330,418 

  Automobile $11,652,769 $11,578,052 $11,740,145 $11,904,507 $12,071,170 $12,240,167 

  Cigarette $10,433,892 $9,043,505 $8,659,156 $8,291,142 $7,938,769 $7,601,371 

  Hotel $7,794,883 $8,282,686 $8,622,883 $8,976,687 $9,344,643 $9,727,318 

  Restaurant $44,608,734 $47,067,656 $48,615,939 $50,215,315 $51,867,470 $53,574,147 

  Other $11,704,971 $12,181,712 $12,589,855 $13,016,318 $13,462,086 $13,928,204 

  

Permits & 
Fees $5,518,791 $5,447,047 $5,376,235 $5,306,344 $5,237,362 $5,169,276 

  

Use of Money 
and Property $9,674,420 $9,468,395 $9,668,346 $9,872,540 $10,081,066 $10,294,018 

  

Charges for 
Services $37,457,701 $38,076,514 $38,561,450 $39,052,691 $39,550,317 $40,054,413 

  Miscellaneous $6,824,182 $6,475,581 $6,481,506 $6,487,438 $6,493,375 $6,499,319 

  

Fines and 
Forfeitures $4,393,819 $4,832,172 $4,650,982 $4,482,476 $4,325,765 $4,180,024 

  State $107,202,773 $109,103,565 $111,349,130 $113,655,670 $116,024,468 $118,456,851 

  Federal $22,236,295 $22,792,202 $23,362,007 $23,946,058 $24,544,709 $25,158,327 

  Fund Balance $6,239,587 $2,609,000 $0 $0 $0 $0 

  Transfers $15,340,346 $16,102,525 $16,102,525 $16,102,525 $16,102,525 $16,102,525 

Revenue Total $1,191,544,750 $1,216,169,251 $1,243,881,617 $1,274,590,590 $1,306,281,942 $1,338,977,601 

  

 Annual 
Growth   2.07% 2.28% 2.47% 2.49% 2.50% 
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City General Fund Expenditures  

  

 

  FY 20 Adopted  FY 21  FY 22 FY 23 FY 24 FY 25 

   Salaries              

   Full-Time $288,967,852 $297,263,090 $303,194,652 $309,234,845 $315,385,841 $321,649,858 

   Part-Time $7,121,989 $7,372,900 $7,508,686 $7,647,187 $7,788,459 $7,932,556 

   Other $6,400,037 $6,524,338 $6,654,825 $6,787,922 $6,923,680 $7,062,154 

   Overtime  $12,540,674 $12,930,309 $13,167,080 $13,408,586 $13,654,923 $13,906,186 

  
 Fringe 

Benefits             

   VRS $41,293,762 $46,146,510 $47,068,275 $51,096,169 $52,113,544 $56,363,011 

   Health $38,772,916 $40,323,155 $41,532,849 $42,778,835 $44,062,200 $45,384,066 

   FICA    $18,798,353 $19,321,063 $20,079,966 $20,478,018 $20,883,412 $21,296,293 

  
 FICA 

Medicare $4,426,014 $4,548,524 $4,696,121 $4,789,214 $4,884,024 $4,980,585 

   Other $6,293,380 $6,437,277 $6,508,975 $6,582,106 $6,656,701 $6,732,787 

                 
 Total 

Personnel  $424,614,977 $440,867,166 $450,411,429 $462,802,883 $472,352,783 $485,307,495 
 

       
 Total 

Operating  $185,637,261 $186,865,092 $187,754,661 $191,509,754 $194,549,449 $198,440,438 

   Capital $6,979,317 $7,085,685 $7,156,542 $7,228,107 $7,300,388 $7,373,392 

  

 CIP 
Operating 
Impacts $0 $2,283,851 $2,452,527 $2,502,332 $2,544,332 $2,596,407 

   Reserves $1,978,268 $1,500,000 $1,500,000 $1,500,000 $1,500,000 $1,500,000 

  
 Debt 

Service $54,414,230 $58,844,681 $63,072,602 $65,728,230 $66,703,668 $70,107,416 
 Total Other 

Uses  $63,371,815 $69,714,217 $74,181,671 $76,958,669 $78,048,388 $81,577,216 

  

 Revenue 
Sharing 
Formula $447,578,560 $458,924,065 $471,369,339 $483,940,652 $496,915,573 $510,303,807 

 
 Sandbridge

SSD $409,000 $409,000 $0 $0 $0 $0 

   PAYGO $35,859,215 $33,137,290 $28,859,999 $32,539,386 $34,963,429 $36,223,155 

  
 To Other 

Funds $34,073,922 $36,471,073 $38,667,879 $40,907,662 $42,401,818 $43,932,773 
 Total 

Transfers  $517,920,697 $528,941,428 $538,897,217 $557,387,700 $574,280,820 $590,459,735 

                 

 Expenditures 
Total  $1,191,544,750 $1,226,387,903 $1,251,244,978 $1,288,659,006 $1,319,231,441 $1,355,784,883 
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Appendix B: Virginia Beach City Public Schools Forecast 

Revenues by Major Source 

 

Expenditures by Type 

 

 FY 2019-20

Adopted 

 FY 2020-21

Forecast 

 FY 2021-22

Forecast 

 FY 2022-23

Forecast 

 FY 2023-24

Forecast 

 FY 2024-25

Forecast 

Revenue Sharing Formula 447,578,560    458,924,065    471,369,339    483,940,652    496,915,573    510,303,807    

Schools Use of Sandbridge TIF 409,000            409,000            -                         -                         -                         -                         

From the Use of Money and Property 477,000            477,000            477,000            477,000            477,000            477,000            

Charges for Services 2,816,638         2,816,638         2,816,638         2,816,638         2,816,638         2,816,638         

Miscellaneous Revenue 474,703            524,703            524,703            524,703            524,703            524,703            

State Shared Sales Tax 78,981,847      81,351,302      83,791,841      86,305,597      88,679,001      91,117,673      

Other State Revenue 284,825,537    292,658,239    300,706,341    308,975,765    317,472,599    326,203,095    

Federal Revenue 12,200,000      12,800,000      12,800,000      12,800,000      12,800,000      12,800,000      

School Reversion/Fund Balance 5,800,000         5,300,000         4,800,000         4,300,000         3,800,000         3,300,000         

833,563,285    855,260,948    877,285,862    900,140,355    923,485,513    947,542,916    

 FY 2019-20

Adopted 

 FY 2020-21

Forecast 

 FY 2021-22

Forecast 

 FY 2022-23

Forecast 

 FY 2023-24

Forecast 

 FY 2024-25

Forecast 

Personnel Services 483,147,557    501,761,984    511,797,223    522,033,168    532,473,831    543,123,308    

Fringe Benefits

FICA 36,944,179      38,384,792      39,152,488      39,935,537      40,734,248      41,548,933      

VRS 73,167,112      83,392,842      85,060,699      86,761,912      88,497,151      90,267,094      

Health Insurance 62,804,928      64,689,076      66,629,748      68,628,641      70,687,500      72,808,125      

Life Insurance 5,978,107         6,573,082         6,704,544         6,838,634         6,975,407         7,114,915         

All Other Fringe Benefits 3,620,925         3,620,925         3,620,925         3,620,925         3,620,925         3,620,925         

Contractual Services 49,975,587      50,975,099      51,994,601      53,034,493      54,095,183      55,177,086      

Other Charges 56,440,602      57,569,414      58,720,802      59,895,218      61,093,123      62,314,985      

Capital Outlay 4,785,436         5,235,436         5,685,436         6,135,436         6,135,436         6,135,436         

Land, Structures and Improvement 151,353            151,353            151,353            151,353            151,353            151,353            

PAYGO 721,541            -                         -                         -                         -                         -                         

Debt Service 43,313,882      47,630,328      49,340,094      49,601,056      51,273,150      52,931,193      

Transfers to Other Funds

Athletics Fund 4,723,274         4,723,274         4,723,274         4,723,274         4,723,274         4,723,274         

Categorical Grants Fund 3,874,864         3,874,864         3,874,864         3,874,864         3,874,864         3,874,864         

Green Run Collegiate Fund 3,913,938         4,062,673         4,132,373         4,203,539         4,276,204         4,350,398         

833,563,285    872,645,141    891,588,423    909,438,051    928,611,648    948,141,889    


