


 

Five-Year Forecast                                                                                                                                                       1 
 
 

Contents 
Introduction .......................................................................................................................... 3 

Regional Economy ................................................................................................................. 4 

City of Virginia Beach Demographic Overview ...................................................................... 10 

Population ............................................................................................................................................... 10 

Educational Attainment .......................................................................................................................... 10 

Unemployment ....................................................................................................................................... 11 

Median Household Income ..................................................................................................................... 12 

Poverty .................................................................................................................................................... 14 

General Fund Revenue Projections ...................................................................................... 15 

Real Estate ............................................................................................................................................... 15 

Personal Property ................................................................................................................................... 16 

General Sales Tax .................................................................................................................................... 17 

Business Professional Occupational License (BPOL) ............................................................................... 17 

Restaurant Meal Tax ............................................................................................................................... 19 

Hotel Tax ................................................................................................................................................. 20 

Telecommunications ............................................................................................................................... 21 

State and Federal Revenues ................................................................................................................... 21 

Overall Revenues .................................................................................................................................... 22 

General Fund Expenditure Assumptions and Drivers ............................................................ 22 

Inflation ................................................................................................................................................... 22 

Salaries .................................................................................................................................................... 22 

VRS .......................................................................................................................................................... 23 

Health Insurance ..................................................................................................................................... 23 

Operating Accounts ................................................................................................................................ 23 

Reserves .................................................................................................................................................. 24 

Transfers to Other Funds ........................................................................................................................ 24 

Impact of the Capital Improvement Program on the Forecast ............................................................... 24 

Overall Expenditures ............................................................................................................................... 25 

Total Balance ........................................................................................................................................... 25 

Factors Potentially Impacting the Forecast ........................................................................... 26 

Economic Recession/COVID-19............................................................................................................... 26 



 

Five-Year Forecast                                                                                                                                                       2 
 
 

Minimum Wage Increases ...................................................................................................................... 26 

5/31 Recommendation Implementation ................................................................................................ 27 

SWaM Office ........................................................................................................................................... 27 

Future Capital Improvement Program Needs ......................................................................................... 28 

Debt Limitations and Maintaining Credit Rating .................................................................................... 28 

TIP Analysis ......................................................................................................................... 30 

Revenue .................................................................................................................................................. 31 

Expenditures ........................................................................................................................................... 31 

TIP Total Balance ..................................................................................................................................... 31 

School Operating Budget ..................................................................................................... 32 

Mission .................................................................................................................................................... 32 

Vision ....................................................................................................................................................... 32 

Core Values ............................................................................................................................................. 32 

Five-Year Forecast ................................................................................................................................... 33 

Revenue Assumptions ............................................................................................................................. 33 

Expenditure Assumptions ....................................................................................................................... 34 

Budgetary Goals and Challenges............................................................................................................. 35 

Programmatic Priorities and Major Initiatives ........................................................................................ 35 

School Safety ........................................................................................................................................... 37 

Technology .............................................................................................................................................. 37 

Employee Compensation and Workforce Challenges ............................................................................. 38 

Employee Benefits .................................................................................................................................. 38 

Declining Enrollment and Reduced State Spending ............................................................................... 39 

State and Federal Mandates ................................................................................................................... 39 

Structurally Flawed Operating Budget .................................................................................................... 39 

Conclusion ........................................................................................................................... 40 

Appendix A: City General Fund Forecast .............................................................................. 41 

Appendix B: Virginia Beach City Public Schools Forecast ....................................................... 43 

 

 

 

  



 

Five-Year Forecast                                                                                                                                                       3 
 
 

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 the 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. City General Fund and 
School Operating Fund projections are based on existing tax rates, City Council and School Board 
policies, and the adopted Revenue Sharing Formula.  
 
Attrition savings are not used as a balancing tool within the forecasted period. The purpose of this 
document is to show the projected revenues and expenditures over the forecast period and include a 
discussion of any potential gap. This document does not include or recommend budgetary decisions to 
close any potential gap. For that reason, the full cost of personnel (including vacancies) are reflected 
over the forecasted period. Although attrition savings are not used as a budget balancing tool within this 
document, that does not mean that the City Manager or the City Council will not use attrition savings at 
a future point in time during the budget development process.  
 
As with all projections, those included in this report may be impacted by a multitude of factors not 
included within this forecast. Following the onset of COVID-19, stay-at-home orders, business closures, 
and widespread layoffs catalyzed an economic recession that has had significant impacts on 
employment, Gross Domestic Product (GDP), and the local economy. While legislation at the federal and 
state level – such as the Coronavirus Aid, Relief, and Economic Security (CARES) Act, enhanced 
unemployment benefits, and the moratorium on evictions – have provided much needed assistance, 
many residents have been directly and significantly impacted by the sudden economic downturn 
created by the COVID-19 pandemic.  
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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, air quality, and road-way 
congestion. This past year has been unlike any other due to the impact of COVID-19. The global 
pandemic has seemingly entered every facet of our lives, from healthcare to social well-being, from 
education to employment. Unfortunately, we are not free from the concerns that COVID-19 has 
wrought on our society, but it is clear that we will never be the same.  
 
As of October 30, 2020, COVID-19 has infected an estimated 9 million people in the U.S., resulting in 
230,000 deaths. The sorrow and loss experienced by so many families across the nation is 
immeasurable. As society has wrestled with combating the Coronavirus, the change in social behaviors 
across the nation and across the globe has had an enormous economic impact. 
 
The chart below illustrates the severity of the impact that COVID-19 has had on the U.S. economy. On an 
annualized basis, the U.S. economy shrank by 5% in the first quarter of 2020, declined by an 
unprecedented 31.4% in the second quarter, and most recently rebounded with a 33.1% surge in growth 
during Q3. Even with the significant rebound in growth, the 3rd quarter of 2020 was 2.8% smaller than 
the 3rd quarter of 2019. 

 
In no way has Hampton Roads been immune from the health, social, and economic impacts of the 
pandemic. Approximately 34,000 people in Hampton Roads have tested positive for COVID-19, resulting 
in 630 deaths. The pandemic, as well as our collective response, is apparent in every federal, state, and 
regional economic indicator. While data is not yet available as to the impacts on gross state or regional 
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product, the non-farm civilian (payroll) employment numbers reveal the magnitude of the economic 
shock of the pandemic. 
 
The graph below depicts the monthly percent change in employment since the start of the Great 
Recession in 2008. It took the Commonwealth and the nation just over 6 years to recover the jobs lost 
during the Great Recession, and it took Hampton Roads 10 years to return to pre-recession employment 
levels. The sharp decline and subsequent rebound in employment figures from the COVID Recession 
illustrate the magnitude of the economic impact, as well as the completely different nature of the 
current recession. The initial employment decline for the region, state, and the nation dipped below 
employment levels from 12 years ago. While the Commonwealth and the nation were quick to rebound 
past 2008 employment levels, Hampton Roads is currently 4% below 2008 levels.  

 
As the previous graph illustrates, Hampton Roads’ economic recovery from the Great Recession was 
relatively slow and weak. The region fell into the past recession following the closure of the Ford Plant in 
Norfolk in 2007. The region then suffered a similar fate to the state and the nation as the housing 
collapse and banking crisis wreaked havoc on the economy. Hampton Roads was dealt a third blow 
when the federal government failed to reach a budget compromise resulting in sequestration in 2013. 
The across-the-board budget cuts on defense programs coupled with political infighting during 
subsequent years cut funding to military installations across Hampton Roads and created a great deal of 
uncertainty across the regional economy. The region’s private sector spent many years working through 
a consistent outflow of federal expenditures. In 2017, cuts to defense contracting stopped, and in 2018 
cuts to military personnel brought some reprieve to the Hampton Roads economy, allowing civilian job 
growth in Hampton Roads to begin to gain some momentum.  Job growth ended abruptly in March of 
this year, as is evident in the illustration below. In the months following the COVID Recession, Hampton 
Roads lost over 87,000 civilian jobs. The region has recovered over half of the jobs initially lost, but 
seasonally unadjusted employment figures reveal that the September jobs report remains 43,000 below 
Hampton Roads’ job numbers in February. 
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The employment impacts of the COVID Recession are far from uniform across industries. The next two 
illustrations compare employment changes over a one-year and a ten-year period. As is evident in the 
one-year (September 2020 vs September 2019) comparison, a few industries realized increases in 
employment. The Federal sector tends to be relatively stable during recessions and added employment 
in Hampton Roads in both federal employment as well as in the Scientific sector, which relies heavily on 
federal contracting. Transportation & Utilities also realized a bump as the transport of goods and 
investment in infrastructure experienced growth. The Port of Virginia had a record-breaking September 
as the shipment of goods has resumed. Unsurprisingly, many jobs in the Retail and Leisure & Hospitality 
sectors have been lost in the current recession. Administrative & Support positions experienced a sharp 
decline as service jobs were cut. The Healthcare industry has been struggling since the onset of COVID-
19 as elective surgeries and hospital admissions realized a sharp decline. 
 
The ten-year comparison reveals the very diverse experience in employment growth across industry 
sectors with the Healthcare, Federal, Scientific, and Manufacturing sectors experiencing growth while 
the Trade sectors, State & Local Government, and Administrative sectors have realized employment 
declines.  
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A comparison of regional, state, and federal unemployment rates reveals a similar story to the narrative 
that is evident in employment data. The sharp increase in unemployment rates, followed by the quick 
decline, speaks to impact that this most recent recession has had on the labor force in Hampton Roads 
and across the nation. Current unemployment rates remain elevated and will likely decrease at a much 
slower pace in the near-term. 
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The social and economic impacts that have resulted from COVID-19 have been nothing short of 
devastating. Many of the traditional socioeconomic indicators have not yet begun to reveal the impact 
that the pandemic has had on the lives of residents across the nation. While the initial bounce-back in 
employment and drop in unemployment rates has been both significant and welcomed, the future 
remains very uncertain. As of October 30, COVID-19 infection rates are growing in Virginia and across 
the United States. Much of Europe is re-entering lockdown as there has been a significant resurgence in 
infection rates overseas. The uncertainty regarding the path of the pandemic makes it impossible to 
forecast what the future might hold.  
 
In the near-term, Hampton Roads is relatively fortunate with respect to the economy. The federal 
government will continue to employ Department of Defense (DoD) workers and continue to support the 
many federal contracts that are in place across the region. Even as the region’s hospitality sector 
struggles, Hampton Roads as a drive-to destination has resulted in a tourism sector that has out-
performed many of our competitors. Operations at the Port of Virginia have rebounded, and 
manufacturing is slowly picking back up. While local government coffers have suffered significantly 
because of diminished lodging, meals, and sales taxes, the region’s real estate market is holding strong. 
In the short-term, the devastating economic impacts of the Coronavirus have been somewhat tempered 
in Hampton Roads. 
 
While the short-term forecast is dismal and cloudy, the long-term forecast is entirely unclear. The initial 
response to COVID-19 is continuing to evolve as residents, small businesses, governments, and 
corporations look to chart a new course into an uncertain future. The national debt level is one area that 
is particularly disturbing for the Hampton Roads region. While the federal government has continued to 
fund DoD throughout the pandemic, continued growth in federal spending cannot increase in 
perpetuity. It is likely that Congress will take action to address the ballooning national debt and be 
forced to address the deficit. Given that the DoD is responsible for over 50% of discretionary 
expenditures, it is unlikely that defense will be held-harmless in any effort to reign in federal spending. 
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Such actions could once again significantly impact the regional economy, much in the way the 
sequestration did from 2013 to 2018. 
 
Fortunately, leadership from across Hampton Roads is working hard to make the region more resilient 
as we head into the unknown. At present, $5 billion worth of long-overdue transportation infrastructure 
projects are underway to relieve congestion and increase travel-time surety. Regional efforts to 
coordinate economic development projects such as off-shore wind, sites inventory, and regional 
broadband are well underway. A network of thought leaders has engaged in preparing the “757 
Recovery and Resiliency Action Framework” a plan to chart a new path for regional growth in light of the 
challenges brought on by COVID-19. Hampton Roads Workforce Council is working to ensure that the 
region‘s labor force is well-equipped to handle the changing demands of industry. As the region 
continues to strengthen cooperative efforts, Hampton Roads will be better suited to address the 
challenges that lie ahead.  
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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 452,643 residents 
as of July 1, 2019. On average, the City’s population has grown at a rate of 0.37% over the last decade; 
however, in 2018 and 2019, the City experienced a minor population decline, at rates of -0.23% and         
-0.17%, respectively. Over the long term, the Weldon Cooper Center for Public Service estimates the 
City’s population will grow 3.21% by 2030, to a population of 467,187. By 2040, the population is 
expected to grow to 470,700, a 3.84% increase over the current population estimate.  
 

 
The City’s population is also expected to grow increasingly more diverse in the coming years. By 2040, 
individuals identified by the U.S. Census Bureau as Non-Hispanic Black, Non-Hispanic Asian, Non-
Hispanic Other, and Hispanic will compose just over half (50.5%) of the City’s population, collectively.  
 
In addition, the Weldon Cooper Center estimates that the City’s population will become older in the 
coming decades. The proportion of the City’s population below the age of 35 is expected to shrink 
slightly from 47.9% in 2020 to 44.9% in 2040. During that same period, the proportion of the population 
age 50 and older is expected to grow from 33.5% in 2020 to 35.8% in 2040. The proportion of individuals 
age 35 to 49 is expected to remain relatively stable during the next two decades, only increasing 0.63% 
by 2040.   
 

Educational Attainment 
During the last few decades, educational attainment in the City has risen steadily. As the following table 
reflects, a greater proportion of the City’s residents are not only graduating high school – a testament to 
the City’s investment in world class schools and educational programs – but are continuing to pursue 
college and even graduate-level degrees. Since 2010, the number of residents who have attained a 
college degree has increased by 6.6%, from 31.6% to 38.2%. Likewise, the number of residents who have 
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proceeded to obtain a graduate or professional degree has increased 4.4%, from 10.9% in 2010, to 
15.3% in 2019.    
 
Virginia Beach residents have access to numerous higher education institutions in the Hampton Roads 
region, including seven universities and two community colleges. Accessibility to these institutions and 
the overall quality of City services contribute to Virginia Beach’s position as the most educated City in 
the region.  
 

 1990 2000 2010 2019 
High School Graduate 88.0% 90.4% 93.1% 94.1% 

College Graduate 25.5% 28.1% 31.6% 38.2% 
Graduate or Professional Degree 7.7% 8.9% 10.9% 15.3% 

Source:  U.S. Census Bureau American Community Survey  
 

Unemployment 
In 2019, Virginia Beach recorded its lowest unemployment rates since the Great Recession, with an 
annual rate of 2.7%. This translates to an average of 445 fewer unemployed individuals in 2019 than in 
2018.  The Bureau of Labor Statistics also reports the labor force increased by 2,260 in 2019, a 0.97% 
increase over 2018.  

 

 
While 2019 employment data provided an encouraging outlook, the COVID-19 pandemic has introduced 
a significant amount of uncertainty into the labor market, both nationally and locally. The Bureau of 
Labor statistics reports that, in the first six months of 2020, the City’s labor force shrunk by 1,266, 
erasing 56.02% of the gains experienced in 2019. Likewise, the number of individuals employed in the 
City shrank by 9,820 from January to June, leading to an average unemployment rate of 6% in the first 
six months of this year.  
 
There are signs of improvement, however, when more recent labor market data is considered. As of 
September 19th, the Virginia Employment Commission reported 8,950 continued claims of 
unemployment in the City of Virginia Beach. This figure represents both a 14,673 reduction in claims 
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from the peak during the week ending May 16th, as well as the continuation of a downward trend in 
unemployment in recent months. Likewise, initial claims of unemployment in the City continue to fall, 
with 521 initial claims of unemployment in the City during the week ending September 19th. This marks 
the seventh consecutive week in which initial unemployment claims were below 1,000. This figure is also 
significantly lower than the highest week of initial claims during the week ending April 4th when the City 
had 8,754 initial claims of unemployment.  
 

 

 
While the local labor market is showing signs of recovery, it is important to note the last pre-pandemic 
report for the week ending March 14th recorded 92 initial claims of unemployment as well as 866 
continued claims. It is also unclear whether the recent reduction in continued claims is, in fact, 
associated with labor market recovery – that is, individuals returning to their jobs or finding new jobs – 
or whether it is due to an exhaustion of state-sponsored benefits. Since unemployment benefits are 
provided for up to 26 weeks, individuals who filed their first claim during the week ending March 28th 
may have received the maximum benefit provided by the Commonwealth. Questions such as these add 
to the uncertainty surrounding the post-pandemic labor market.  
 

Median Household Income 
Median household income has continued to grow for the fourth consecutive year for Virginia Beach 
residents. According to the United States Census Bureau’s American Community Survey, the median 
income for the City reached $79,054 in 2019. This represents a $1,995, or 2.6%, increase over 2018. 
Since 2010, the City’s residents have seen a $14,842 increase in the median household income. When 
controlled for inflation, growth has been steady, albeit less significant, during the same time.  
 
When adjusted for inflation, median household income in Virginia Beach has increased by $510, or 0.8%, 
since 2018 and by $3,063, or 4.8%, since 2010. Year-over-year, in real terms, the City has averaged just 
0.6% growth in median household income throughout the last decade. This indicates that, while 
incomes have managed to keep up with inflation, disposable income for citizens has not increased by a 
significant margin, making residents more sensitive to shifts in the cost of living in the City.    
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While income for citizens has continued to rise, the City has sought to become more efficient in its 
operations. Since 2010, the City’s operating budget has increased by $245.8 million; however, when this 
figure is adjusted for inflation, the City’s operating budget has decreased by approximately $49.5 million 
during the past decade.  During this same time, residents have seen the implementation of several new 
programs such as the body worn camera program, as well as the opening of several new facilities 
including the Housing Resource Center, Parks and Recreation Administration Building, Williams Farm 
and Kempsville Recreation Centers, the new Police 4th Precinct, Joint-Use Library, and several new fire 
stations.  
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Poverty 
Through recent decades, the number of individuals living in poverty in the City of Virginia Beach has 
remained relatively stable. According to the American Community Survey, the City’s poverty rate was 
6.5% in 2000. This rate increased to 7.5% in 2010; however, throughout the last decade, it has fallen to 
6.8%, a 0.7% decrease from 10 years ago. During this same time, the poverty rate among families has 
fallen 1.1%, from 5.5% in 2010, to 4.4% in 2019. The most significant decrease was seen in the poverty 
rate among those under the age of 18, falling from 10.5% in 2010, to 8.8% in 2019.   
 

 

 
The City has committed significant resources in recent years to ending the cycle of poverty and 
homelessness among its residents. City Council has identified both economic growth and the provision 
of affordable housing as two of the six citywide priorities. Reflecting this commitment is federal financial 
assistance programs and financial management education provided by the City’s Department of Human 
Services, as well as the opening of the Housing Resource Center. This center is the first of its kind in the 
region and provides individuals and families experiencing homelessness with access to shelter, housing, 
a health center, a cafeteria, educational programs, employment programs, supportive services, and 
community resources, all in one place.  
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General Fund Revenue Projections   
Real Estate 
Over the past five years, real estate assessments have grown an average of 3.3% annually.  Residential 
assessments are influenced by housing sales; as sale prices increase, assessment values are adjusted 
accordingly to reflect the market price. The real estate tax accounts for nearly half of all General Fund 
revenue and finances several City programs through dedications. Therefore, growth in this revenue 
source has a profound impact on the City’s budget each year. 

 
Per the City Real Estate Assessor, assessments are projected to grow 3.0% in FY 2021-22. Due to the 
unknown impacts of COVID-19 on real estate assessments, the Real Estate Assessor also projects that 
assessment growth will slow to 2.8% in FY 2022-23 and FY 2023-24 before returning to 3.0% in FY 2024-
25 and FY 2025-26.   

According to the data from the Real Estate Information Network, the median sale price for a home in 
the City of Virginia Beach in September was $315,000, a 15% increase over the September 2019 average 
sale price of $275,000. In addition, home sales are steadier, with the average home selling in 30 days as 
compared to the 40-day average seen in 2019. Even during an economic downturn, this market has 
been propelled by a combination of factors including record-low interest rates and low inventory. 
According to Freddie Mac, the average interest rates for a 30-year, fixed-rate and adjustable-rate 
mortgage in the United States have remained below 3% since mid-July. 
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Personal Property 
Personal property tax revenue is made up of numerous assessment categories, the largest of which is 
vehicle assessments. Most 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.   
 

 
 
Per the Commissioner of the Revenue, even amidst COVID-19, vehicle assessments are projected to 
grow throughout the forecast period. While new car sales will likely see a significant decline, used cars 
have become more desirable during the economic downturn and will retain their value. Used cars make 
up over 90% of the City’s vehicle base, this will insulate personal property revenue from any potential 
downturn in new car sales. The Commissioner of the Revenue projects that vehicle assessments will 
grow 4% in FY 2021-22 and even more over the remainder of the forecast. However, personal property 
revenue collections are also dependent on collection rates and the number of delinquencies each year.  
 
In FY 2021-22, personal property tax revenue is budgeted to grow 5% to $166M. This growth rate 
reflects the significant cuts made to revenues in the FY 2020-21 Operating Budget, and the projection is 
based on collected revenue in FY 2019-20 which exceeded FY 2020-21 revenue estimates by $7.8M. 
Personal property tax revenue is projected to grow 2% for the remainder of the forecast.  
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General Sales Tax 
General sales tax revenue is a historically stable and a reliable source of revenue. It is important to note 
that revenue from all percentage rate-based taxes, like the general sales tax, are influenced by changes 
in price. 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. However, during the COVID-19 
pandemic, general sales tax revenue was likely propped up during economic shutdown by the 
widespread availability of online and curbside sales. 
 

 
 
General Sales tax revenue has continued to perform well amongst the economic decline resulting from 
COVID-19. In FY 2019-20, sales tax revenue overperformed the original budget by $1.1M. Although 
growth is expected, the FY 2021-22 estimate is intentionally conservative based on the uncertain impact 
that the increased unemployment benefits and economic stimulus had on propping up this revenue in 
FY 2019-20.  
 
In FY 2021-22, general sales tax revenue is budgeted to grow 2% to $69.2M. This is a conservative 
estimate amidst COVID-19 concerns based on several consecutive years of around 3% in annual growth. 
In addition, beginning July 1, 2019, online retailers who make more than $100,000 in annual gross sales 
or 200 or more transactions to Virginia customers, are required to collect and remit sales taxes for those 
sales. Economic nexus legislation is expected to further bolster this revenue source and insulate general 
sales revenue should future orders from the Governor result in limited social interaction. General Sales 
tax revenue is projected to grow 2% for the remainder of the forecast. 
 

Business Professional Occupational License (BPOL) 
Business License taxes are paid by businesses based on their gross receipts. BPOL revenue collections 
have overperformed the budget for the past four fiscal years and have a steady, slow growth trend. 
However, this revenue was cut by $5.1M from the original FY 2020-21 estimates to adopted FY 2020-21 
due to projected impacts of COVID-19. In addition, the City has a two-year exemption program for 
businesses new to the City. The Business License Incentive Program allows any new business that is 
established in the City for the first time, and anticipates generating gross receipts of more than 
$100,000, to pay only the $50.00 business license fee for the first two calendar years. This means that 
there is a delay in how quickly the addition of new businesses will directly impact revenue in this tax. 
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As reflected in the following graph, new business licenses fell 68.9% from April of 2019 to April of 2020. 
As of June 2020, the year-over-year decrease had been reduced to 11.4%, indicating some recovery; 
however, it is not clear whether this trend will continue.   
 

 
 
Due to the ongoing impacts of COVID-19, projections for BPOL revenue are conservative. Based on the 
long-term growth trend and smoothed actuals, we are projecting slow but continued growth throughout 
the forecast period. Budgeted BPOL revenue in FY 2021-22 is $53.2M, an increase of $6.9M over the 
adopted FY 2020-21 Operating Budget.  
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Restaurant Meal Tax 
In FY 2019-20, restaurant revenue declined significantly from the steady growth seen prior to COVID-19. 
However, restaurant meal tax revenue has been somewhat insulated from decline related to COVID-19 
restrictions, unlike other consumer driven revenues. This is likely attributable to the popularity of meal 
delivery services like DoorDash and widespread adoption of delivery and pickup food services by local 
restaurants. Additionally, over the summer months following the onset of the pandemic, restaurants 
were able to leverage outdoor seating to safely continue operating in person. However, it remains to be 
seen if restaurants will continue to be successful through the winter, although efforts are underway for 
the winterization of these venues. 
 

 
*It is important to note that Citywide 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), and the Open Space program. 
The graph above reflects General Fund revenues only.  
 
Another important consideration is the meal tax holiday implemented by City Council to provide 
economic relief during the pandemic. For the months of May and June of 2020, City Council reduced the 
meal tax rate from 5.5% to 0%. In addition, City Council implemented a 60-day suspension of the due 
date, late payments, and penalties for taxes collected in the months of April, May, and June. This had a 
negative impact on Restaurant Meal Tax revenue in the end of FY 2019-20 and the beginning of FY 2020-
21. Reduced revenue and overall collections from the meal tax in these months created an additional 
layer of uncertainty when projecting restaurant meal tax revenue in FY 2021-22.  
 
Based on available data in FY 2020-21, budgeted meal tax revenues are not projected to grow in FY 
2021-22 when compared to FY 2020-21 budgeted revenue. However, meal tax revenues are currently 
projected to return to relatively normal collections in FY 2022-23 and grow 3.5% in FY 2023-24 through 
FY 2025-26 which is more in line with the pre-COVID-19 historical growth rate. 
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Hotel Tax 
Hotel Tax revenue in FY 2019-20 declined significantly following the onset of COVID-19. This put an end 
to a long-standing trend of healthy growth each year. 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.   
 

 
 
The hotel percentage tax is dually influenced by changes in prices and the number of room nights. 
COVID-19 recovery will depend on both factors. Though occupancy has increased since Hampton Roads’ 
COVID-19 restrictions were lifted, tax revenues have not proportionately recovered due to price changes 
designed to draw in business.  
 
Like the meal tax, and based on available data in FY 2020-21, budgeted hotel tax revenues are not 
projected to grow in FY 2021-22. However, hotel taxes are currently projected to begin recovering in FY 
2022-23 and return to normal in FY 2023-24 as the tourist industry recovers from the impacts of COVID-
19. According to Smith Market Research, from June 6 through September 5, 2020, the Virginia Beach-
Norfolk hotel market out-performed all the other top 24 tourism markets. During this time, the Virginia 
Beach-Norfolk market experienced hotel occupancy of over 60%, beating other notable markets such as 
Miami, Florida, San Diego, California, and Oahu Island, Hawaii.  
 
In fiscal years 2025 and 2026, hotel tax revenue is projected to grow 3.5% annually.  
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Telecommunications 
The Virginia Telecommunications tax is a 5% tax and an additional $1.20 right-of-way fee per line. The 
tax applies to satellite TV, internet phone service, voice-over-internet-protocol (VOIP), and satellite radio 
but not to cell phone data plans or streaming services. In recent years, there has been a significant 
decline in this revenue primarily related to the increasing popularity of data and streaming services and 
declining use of traditional communication and entertainment services.  
 

 
 
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 2018-19 and FY 2019-20 declined by 11.6%. 
Telecommunications tax collections are projected to decline 5% from FY 2020-21 to FY 2021-22 and 
decline 3% annually over the forecast period. 
 
State and Federal Revenues  
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. In addition to normal fluctuations in State 
funding, the unknown impacts of COVID-19 on the State budget create even more uncertainty when 
projecting this revenue.  
 
Like revenue from the Commonwealth, revenue from the Federal government is heavily dependent on 
external factors, namely Congressional and Executive decisions. Results of the 2020 elections will have a 
significant impact on Federal funding over the forecast period. The current surface transportation bill 
was given a one-year extension in 2020 and a new five-year transportation bill will be revisited in 2021. 
These bills have an impact on Federal revenue at the City level, based on transportation programs 
funded in Hampton Roads.  
 
In addition, results of the 2020 census will have an impact on revenue from the Federal government for 
a variety of federally funded programs. For the first time, the 2020 Census will count the duty address of 
deployed military personnel instead of their home of record and will require college students to report 
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where they are living as of April 1, 2020 instead of their permanent home address. These changes may 
result in increases in the reported Virginia Beach population due to the City’s large military presence and 
several higher education institutions.  
 

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%. In FY 2021-22, real 
estate and personal property revenues are projected to grow 5.6%. This is largely due to cuts made to 
budgeted revenue in these categories during the FY 2020-21 budget process. Over the remainder of the 
forecast period, real estate and personal property revenues are expected to grow by about 2.7% 
annually. Growth in the City’s two major revenue sources are essential for service delivery. Except for FY 
2021-22, in the aggregate, local City revenues are expected to grow between 2.1% and 2.2% annually in 
the five-year period covered by this forecast.  
 
The table below reflects the projected total annual increase in General Fund revenues. This includes the 
local sources listed above as well as revenues from the Commonwealth and the Federal Government.  

FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 
4.32% 2.27% 2.13% 2.23% 2.24% 

General Fund Expenditure Assumptions and Drivers                                                                             
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. As 
previously stated, projected expenditures do not include strategies to close any financial gap. For this 
reason, attrition savings are not taken into account in personnel projections.  
 

Inflation 
This forecast uses an inflationary assumption of 2% over the entire five-year period. This expectation is 
supported by the Federal Reserve’s adopted monetary policy strategy which aims to maintain inflation 
at 2% as a part of their statutory mandate. Based on the Federal Reserve’s most recent monetary policy 
report, Personal Consumption Expenditure (PCE) inflation is expected to be below the long-term 
projection of 2% through 2022 and to reach 2% by 2023. However, this forecast will conservatively 
assume 2% inflation beginning in 2022.  

Salaries  
In the originally proposed FY 2020-21 Operating Budget, both the City and the Schools included 
compensation increases with the City budgeting a 2.5% increase and the Schools budgeting a 3.5% 
increase. These increases were removed from the Adopted FY 2020-21 Operating Budget because of 
reduced revenue estimates due to the COVID-19 pandemic. Because one year of compensation 
increases were skipped, as well as the possibility of a city market salary survey, year one of this forecast 
assumes a 3% compensation increase. Each year beyond year one assumes a 2% annual compensation 
increase. Salary increases are provided for all salaries, including full-time, part-time, contracted 
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manpower, and overtime; however, compensation assumptions in this forecast are not final until 
approved by City Council, and salary increases may differ between the City and the Schools. As 
previously noted, the salaries do not reflect the use of attrition savings. Attrition savings have been used 
in recent years to balance the budget; however, for the purpose of this report they are not reflected.  
For some compensation items, payment is made through non-General Fund City funds, and General 
Fund transfers are used to offset costs and hold these funds harmless. Most notably, the City transfers 
money to the Sheriff’s Special Revenue Fund, as well as Parks and Recreation’s Special Revenue Fund 
and Housing’s Federal Grant funds. In this forecast, compensation-related transfers to these funds are 
increased by 2% annually. 
 
This forecast also captures compensation decisions made by City Council in prior years. For the purpose 
of this forecast, costs are included for both the Public Safety Workforce Development Program and the 
Sheriff Pay Parity Program.  
 
 

VRS 
The Virginia Retirement System’s Board of Trustees establishes the employer contribution rate that the 
City must pay to cover its share of the retirement benefits for each full-time employee. This rate 
adjustment occurs every two years. The current employer retirement contribution rate of 16.29% was 
certified by the Board of Trustees on November 20, 2019 and will remain effective for both FY 2020-21 
and FY 2021-22.  
 
The next revision of the employer contribution rate will occur in the fall of 2021. This rate will go into 
effect in FY 2022-23 and will remain the same for FY 2023-24. This rate adjustment occurs as actual rates 
of return have been below the targeted benchmark. Currently, the City is anticipating an employer 
contribution increase of 1% in both FY 2022-23 and FY 2024-25; however, potential rate increases range 
between 0.5% and 1.5%, depending on actual market performance, payroll growth, retirements, and 
other future actuarial information. 
 

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. Nationally, health spending is projected to grow by 6.0%, on average, every year until 2028. For 
private health insurance, annual spending growth is expected to average 4.6% from 2021-2023, and 
5.0% from 2024-2028. The current operating philosophy is to reduce the fund balance over time to limit 
the need for sizeable healthcare increases for both employees and employers (City and Schools). The 
forecast therefore assumes that health costs for the organization will increase by 3% annually during the 
five-year period. 
 

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 2022-23 through FY 2025-26. 
 
Leases are expected to decrease from FY 2021-22 to FY 2022-23 due to the removal of a two-year $2.5 
million 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 and Rudee 
Inlet boat ramp. This payment to the Commonwealth was initially was supposed to occur in FY 2019-20 
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and FY 2020-21, but due to delays in execution of the contract, the payments were adjusted to FY 2020-
21 and FY 2021-22. Following FY 2021-22, the City will pay the State $50,000 annually for the lease.  
 
In addition to the lease of the land from the Commonwealth, the City has recently entered multi-year 
leases for temporary office space for employees previously housed in Building 2. If the completion of the 
remodel of the Municipal Center remains on track, these leases will expire in FY 2023-24 and City staff 
will relocate to Buildings 1 and 11.  
 
Capital costs are one-time expenses. Therefore, they are not anticipated to grow over the forecast 
period.  
 

Reserves  
The City’s five-year forecast includes a General Fund reserve for contingency of $1.5 million annually. 
This reserve is typically included within the operating budget each year and provides the City flexibility 
to address various unforeseen issues as they arise. These issues are typically smaller in nature, such as 
grant matches and election costs. Due to economic uncertainty, the five-year forecast includes a 
budgeted reserve of $13.5 million in FY 2021-22 and $6.75 million in FY 2022-23, titled “Revenue 
Reserve.” These reserves are in place to provide the City with flexibility should baseline revenue 
estimates decline. Current revenue estimates are based on the best information to date; however, it is 
unknown how much of the revenue collections to date are the result of federal stimulus. Should 
revenue reductions occur, it is not fully known which specific revenue source or sources will decline. It is 
likely that Schools would share in a portion of this revenue loss because of the City and School Revenue 
Sharing Formula, but not the entire amount. For this reason, Schools have also included a “Revenue 
Reserve” in years one and two of their five-year forecast.   
 
These revenue reserves are in place due to economic uncertainty; however, it is entirely possible that 
revenues could continue their current trend, eliminating the need for these reserves. Should that occur, 
those resources would then be available for allocation to City Council priorities.    
 

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 over the forecast period, prior to the 
application of compensation adjustments.  
 

Impact of the Capital Improvement Program on the Forecast 
Debt service and pay-as-you-go expenditures in the forecast are based on the Adopted FY 2020-21 
Capital Improvement Program (CIP). Minor modifications in forecasted debt service expenditures may 
result due to the actual timing of bond sales or if certain projects are deemed best to finance through 
cash rather than through bonds. In addition, projected debt service can change because of the actual 
interest rate of a bond sale. Historically, the City has conservatively assumed a 4.5% interest rate on all 
future bond sales. Due to recent bond sales and future projections, this amount has been revised to 
3.5% but will be closely monitored during the Operating Budget preparations for FY 2021-22.  
The CIP means of financing has a tremendous impact on the year- over-year change within the 
Operating Budget. Pay-as-you-go financing is generally around $30 million from the General Fund. This 
amount can be altered depending on the type of projects programmed in a given year, as well as 
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available resources. In addition, debt service payments associated with the bond financing of a project 
become a major driver of the Operating Budget. Debt service is approximately $60 million within the 
City’s General Fund.  

Historically, the use of bonds within the CIP has been determined based on criteria such as: the City and 
the 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. The City’s 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 GO 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 an additional $10 million. Of the total amount 
authorized each year, Virginia Beach City Public Schools are typically allocated $32.3 million, 
approximately half of the annual amount programmed. The Schools do not have a separate legal 
authority to issue debt independent of the City, but they do make debt service payments from their own 
operating budget as required by the Revenue Sharing Formula.  

Unlike GO bonds, 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. PFRBs are more often used 
by the Tourism Investment Program or other dedicated revenue sources.  

In addition to the financing of projects, the CIP also impacts the Operating Budget as projects are 
completed. CIP operating impacts included in this forecast include staffing of Burton Station Fire/EMS 
Station, custodial services for the additional space of the new City Hall, roadway maintenance, and on-
going costs for large scale information technology projects.  

Overall Expenditures 
The table below reflects the expected annual increase in General Fund expenditures.  
 

FY 2021-22  FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 
6.43% 1.27% 1.93% 2.53% 2.06% 

 
Total Balance  
In FY 2021-22, the total forecasted deficit in the General Fund is expected to be $24.9 million. This figure 
is expected to fall to $12.8 million in FY 2022-23 as revenue growth is expected to stabilize. The deficit is 
anticipated to grow again in FY 2024-25 due to programed costs related to the CIP and anticipated VRS 
contribution rate increases.   

FY 2021-22  FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 
-$24,982,060 - $12,842,448 -$10,532,666 -$14,664,399 -$12,583,575 

 
 
As previously discussed, the baseline forecast includes a revenue reduction reserve in both FY 2021-22 
and FY 2022-23. These reserves are the equivalent of just over 1% of the General Fund’s revenue in FY 
2021-22, and nearly 0.5% in FY 2022-23. These reserves are projected to potentially phase out and 
return to normal in FY 2023-24. If economic activity continues to improve and those revenue reduction 
reserves are not necessary, the forecasted deficit will considerably improve in the early years of the 
forecast. Simply through the elimination of those reserves, the projected baseline forecast would be as 
follows: 
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FY 2021-22  FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 

-$11,482,060 - $6,092,448 -$10,532,666 -$14,664,399 -$12,583,575 
 
The deficits displayed in the out years of this 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. The use of attrition savings was not 
assumed over the five-year forecast period. It is important to also note that, while year-one of this 
forecast shows a deficit, the City is legally required to have a balanced budget. In the Spring of 2021, the 
City Manager will present a fiscally prudent budget proposal that resolves the presently forecasted 
deficit. As previously stated, the purpose of this forecast is not to provide solutions but to identify the 
projected baseline gap and future service needs. 
 

Factors Potentially Impacting the Forecast 
Economic Recession/COVID-19 
The COVID-19 pandemic and the resulting economic recession have created a great deal of uncertainty 
in the City’s revenue projections. Stay-at-home orders, business closures, and widespread layoffs have 
had a significant impact on the local economy. While measures have been taken to reduce the risk of a 
revenue shortfall, such as the establishment of a $21.8 million “COVID-19 Revenue Shortfall 
Stabilization” reserve in FY 2020-21, the City still faces a number of unknowns as we move into the 
winter months and a potential “second wave” of COVID-19.    

In addition to the establishment of a reserve, the City has also taken substantial measures to reduce 
departmental spending. The City has instituted a hiring freeze, with only a few exceptions being made 
for critical positions. The City has also instituted a travel ban for both cost saving purposes and the 
safety of City employees. Therefore, all departmental travel for training and professional development 
has been replaced with virtual training and development. These cost-saving measures have helped the 
City to remain in a good position to financially withstand an economic downturn.  

Minimum Wage Increases 
Effective May 1, 2021, the minimum wage in Virginia will increase from its current rate of $7.25 per hour 
to $9.50 per hour. After the initial increase to $9.50, the minimum wage is expected to increase on 
January 1st of 2022 and 2023. The current schedule is as follow:  
 

Effective Date Minimum Hourly Wage 
May 1, 2021 $9.50 

January 1, 2022 $11.00 
January 1, 2023 $12.00 

The General Assembly has also planned increases to the minimum wage to $13.50 beginning January 1, 
2025, and to $15.00 beginning January 1, 2026; however, the measure which provides for the scheduled 
increases in 2025 and 2026 will not take effect unless it is reenacted by the General Assembly prior to 
July 1, 2024. In the event the General Assembly does not reenact the measure, beginning January 1, 
2025, the minimum wage will be adjusted to reflect increases in the Consumer Price Index, a common 
measure of inflation.  
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In FY 2020-21, the City is expecting minimal impact from these changes as the increase is set to occur 
near the end of the fiscal year. Assuming staffing levels remain relatively stable, in FY 2021-22 
approximately 72 General Fund positions are expected to be directly impacted by the increased 
minimum wage with an additional 25 being directly impacted in 2023. The financial impacts to the 
General Fund in FY 2021-22 and FY 2022-23 are also expected to be minimal with a $33,315 increase in 
FY 2021-22 and a $139,876 increase in FY 2022-23. These estimates are based on a straight-line 
adjustment of these positions and does not include adjustments across other ranges. The cost of 
potential adjustments to resolve compression that will occur because of the minimum wage increases is 
unknown at this time but will have an impact on future operating budgets.  
 

5/31 Recommendation Implementation 
On March 30, 2020, the City Manager presented the City’s response to the recommendations contained 
within the Hillard Heintze report. The Hillard Heintze report provided an independent, comprehensive 
review of the tragedy that occurred on May 31, 2019. Contained within this report was a review of City 
policies and procedures, including those related to security at City facilities and the prevention of 
workplace violence. In the coming fiscal years, additional resources will be needed to fully implement 
these recommendations. Specifically, the City anticipates providing additional resources to assist with 
the centralization of functions within the Department of Human Resources as well as the establishment 
of a security division within the Office of Emergency Management.  

Resources to address several of the Hillard Heintze recommendations were provided in the FY 2020-21 
budget, including four new positions in the Department of Human Resources, as well as one Public 
Safety Analyst in the Office of Emergency Management. In total, the City anticipates providing an 
additional 11 FTEs to continue the centralization of the Department of Human Resources to establish a 
Threat Assessment Team, implement a case management system, and conduct employee training 
throughout the City.  

In addition, the City anticipates providing funding to support the establishment of a Facility Security 
Division within the Office of Emergency Management. This Division will be responsible for prioritizing 
and addressing facility security issues, including physical security, as well as employee and public safety 
training and education. Three additional FTEs, funding for additional operating costs, and funding within 
the Capital Improvement Program will need to be provided in the coming fiscal years to fully establish 
this new division.  

Currently, Project 100392 “City Security Enhancements” includes programmed funding in FY 2021-22 to 
make structural alterations to existing facilities in need of security improvements. Additional resources 
are also programmed in FY 2021-22 through FY 2024-25 of the Capital Improvement Program, in Project 
100047 “Facilities Access Systems,” to enhance and accelerate installation of electronic locks and other 
components of the centralized facility access management system. 
  

SWaM Office  
The FY 2020-21 Operating Budget included the creation of a Small, Women, and Minority (SWaM) 
Owned Business Office. This office is a division of the Finance Department and focuses on the support of 
SWaM businesses by analyzing the City’s current expenditures from minority owned businesses, 
breaking down barriers to entry for minority firms to work with the City, and identifying the market 
sectors with the most potential for increased SWaM spending. 
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Using funds appropriated in the FY 2020-21 Operating Budget, the SWaM Office will be able to conduct 
the City’s annual disparity study benchmark and begin the implementation of all 12 recommendations 
from the 2018 disparity study. Any additional needs identified through the establishment of this office 
that are unknown at this time will have an impact on future operating budgets. 
  

Future Capital Improvement Program Needs 
A significant backlog of maintenance needs for city owned buildings exists, with a current 
recapitalization rate of less than one building a year for an average replacement schedule of nearly 400 
years. Currently, 56 of 389 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. Adequate maintenance of City assets 
mitigates the potential for costly future replacement projects. Despite the reductions to the CIP as a 
result of COVID-19 revenue reductions, the FY 2020-21 CIP did not reduce the programmed 
maintenance funding in years one through six, reaffirming the City’s commitment to on-going 
maintenance of infrastructure.  

City Council also remains committed to addressing critical roadway needs and mitigating the effects of 
sea level rise and recurrent neighborhood flooding. The Roadways section within the FY 2020-21 CIP is 
nearly $246 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. This amount only incorporates some 
road elevation projects that may be needed due to sea level rise in the coming years.  

Following the City Council retreat in the Fall of 2018, City staff created a 15-year CIP plan to address $1.3 
billion in stormwater infrastructure needs. Due to the size and cost of these infrastructure projects, the 
additional use of bonds will be necessary to accelerate projects or add additional projects to the CIP. To 
finance these additional efforts, City Council is discussing a possible bond referendum in November 
2021. To aid in the acceleration of stormwater project completion dates, City staff is currently working 
with project delivery experts to identify potential process improvements, efficiencies and provide 
recommendations regarding alternative organizational structures and procurement strategies.  
 

Debt Limitations and Maintaining Credit Rating 
Maintaining a sound credit rating is important to the City of Virginia Beach to ensure the long-term 
effective operation of the City via lower debt costs. For that reason, the City has implemented four debt 
metrics that are continuously used to monitor the impact of bond authorization on the City’s long-term 
financial plan. As a part of the annual Operating Budget, the Department of Budget and Management 
Services works closely with the Department of Finance to project future bond sales based on the 
currently adopted CIP and a variety of assumptions discussed below. This information is used to project 
the four-debt metrics over the six- year CIP period.  
General Obligation and Public Facility Revenue 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 Stormwater. These funds issue revenue bonds which are fully 
supported by the fees collected by the Enterprise Funds, with no General Government support for 
repayment. Should the City go forward with a bond referendum to address stormwater needs, the 
additional debt would be General Obligation bonds, and would therefore impact the below metrics and 
they may potentially need to be reevaluated.  
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The debt 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. 
  
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. This metric will be 
reassessed with the 2020 Census.  
 
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. 
Per capita income data comes 
from the Bureau of Economic 
Analysis and is projected to 
increase 2% annually. However, 
the impact of COVID-19 on per 
capita income remains unknown.   
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Net Debt to Assessed Real Estate Value is governed by a State statute requiring that cities maintain a 
ratio of net debt to assessed real estate value of below 10%; 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.  Real estate data comes 
from the City’s Real Estate Assessor 
and is projected to increase by 3% 
annually. 

 

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. For the purpose 
of this metric, the City’s budget is 
projected to grow by 2% annually.  

The City’s debt limits are evaluated 
periodically and have historically 
been adjusted when necessary. The 
most recent adjustment was in FY 
2015-16, 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.  

TIP Analysis 
The Tourism Investment Program fund was created to develop and maintain the resort area at a high 
standard to ensure Virginia Beach remains an attractive tourist destination. Types of expenditures 
supported by the TIP fund include maintenance, transit, special events, and debt service for Economic 
Vitality related projects. The fund is supported by several consumer related taxes including the hotel, 
restaurant, amusement, and cigarette taxes as well as miscellaneous other revenues. Per a resolution 
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adopted by City Council on September 1, 2020, there are several requests for enhanced services at the 
resort area. For this reason, the TIP Fund and the fund’s capacity have been included as a part of the 
City’s five-year forecast discussion.  
 

Revenue 
The COVID-19 pandemic had a significant impact on the TIP Fund’s forecast since it is primarily 
supported by consumer and tourism related revenues which were among the hardest hit by the 
shutdown and subsequent travel and business restrictions. The TIP Fund’s revenues, not including the 
use of fund balance, were reduced by nearly $10.7 million in FY 2020-21 when compared with FY 2019-
20 adopted budget estimates. The total revenue budgeted for the TIP Fund is $30.8 million in FY 2020-
21 with an additional use of $14.8 million in fund balance to maintain existing services for both the TIP 
and TAP Funds.   

FY 2021-22 will see the sunsetting of the $1 per room night hotel tax in December 2021. The room night 
tax was implemented in FY 2017-18 to fund infrastructure improvements for the arena. While the arena 
did not materialize, additional revenue generated by the room night tax has been used by the TIP to 
support the development of 19th Street Infrastructure, the Sports Center, the Dome Site development, 
and maintain existing services. When this sunset occurs, it will result in the lowering of TIP fund 
revenues by $1 million in FY 2021-22 and over $2 million per year of the remaining years of the 
forecasted period. Extension of this tax sunset has not been included within the projection. 
 

Expenditures 
In addition to concerns about low growth of revenues, the TIP has several increasing expenditures over 
the forecast period. A new initiative being funded by the Tourism Investment Program beginning in FY 
2020-21 is the Resort Management Office (RMO). This office will oversee public infrastructure 
improvements at the resort area, assist with the completion of the mobility plan, and provide an 
enhanced level of beautification and maintenance for the Oceanfront. The office will include additional 
staff and be funded at $750,000 for a half year in FY 2020-21 before increasing to $1.5 million in FY 
2021-22. 
 
Another major upcoming expense for the TIP fund is the debt service associated with a $95 million 
investment into the Dome Site development. Debt service associated with this project is projected to 
begin in FY 2023-24 resulting in a significant increase in TIP Fund expenditures. In FY 2024-25, this 
increase is offset with reduction in TIP Fund debt service associated with the retirement of debt from 
the Convention Center. Other projects with debt service funded by the TIP fund beginning over the five-
year forecast period include Central Beach Parking ($15.5 million), Atlantic Avenue Street Improvements 
($6 million), Oceanfront Restrooms ($2.25 million), and Convention Center Capital Maintenance ($7.3 
million). 
 

TIP Total Balance 
As previously noted, in addition to the long-term revenue reductions, the TIP fund also used $14.8 
million of fund balance to maintain current services in FY 2020-21. This combination of lower revenues 
and higher use of fund balance has significantly reduced the TIP’s capacity to fund new programs or take 
on the debt service for new capital projects at the oceanfront. Based on the TIP Fund’s forecasted 
revenues and expenditures (excluding RMO), the TIP Fund is projected to be sustainable through the 
forecasted period. As seen in the table below, the TIP Fund’s cumulative fund balance is never negative. 
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Tourism Investment Program Fund Five-Year Forecast 
  FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 
Revenues 35,066,471 37,070,634 38,892,003 40,177,504 41,508,341 
Expenditures 35,958,613 35,237,261 48,558,665 38,754,970 34,043,879 
Revenues Less 
Expenditures 

-892,142 1,833,373 -9,666,662 1,422,534 7,464,463 

Cumulative Fund Balance 9,759,118 11,592,492 1,925,830 3,348,364 10,812,827 
 
However, once the additional cost associated with the RMO are included, the fund balance is projected 
to become negative in FY 2023-24. This is reflected in the following table.  

  FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 
Cumulative Fund Balance 7,509,118 7,797,492 -3,460,520 -3,677,076 2,099,123 

In order to ensure that the fund is sustainable, either additional revenues will need to be generated, TIP 
funded programming reduced, or the $1 per room night hotel tax be extended beyond December 2021 

School Operating Budget  
The strategic framework, Compass to 2025, 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 full 
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.  
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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.  
 

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, and the assumptions 
within this forecast are based on the most recent information available in the wake of the economic 
impact of the Novel Coronavirus Disease 2019 (COVID-19) pandemic. As is typical, projections may 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 nearly 87.0 percent of the total fiscal year (FY) 2020-21 budget is appropriated in the School 
Operating fund, this Five-Year Forecast focuses on providing details about that fund.  
 

Revenue Assumptions 
In this Five-Year Forecast, local contributions calculated using the Revenue Sharing Formula continue to 
be the most substantial source of revenue for VBCPS. The Commonwealth of Virginia provides the next 
largest source of revenue to VBCPS through state aid and sales tax revenues. The remaining revenues 
are obtained from federal aid, tuition, fees and other sources. 
 
Local Revenue Sharing Formula 

• Increasing over 5.7% for FY 2021-22 
• Expected to increase 2.8% for FY 2022-23 and nearly 2.4% for FY 2023-24 
• Rising nearly 2.5% for the remaining forecast years 

 

Other Local Revenue 
• Increasing $50,000 each year of the forecast period to account for revenue received from 

the Stop Arm Enforcement Program. 
 

State Shared Sales Tax 
• Increasing 1.5% for FY 2021-22 and 2.0% for FY 2022-23 
• Expected to increase 2.5% each of the forecast years from FY 2023-24 to FY 2025-26 
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Other State Revenue 
• Increasing 1.5% for FY 2021-22 and 2.0% for FY 2022-23 
• Expected to increase 2.5% each of the forecast years from FY 2023-24 to FY 2025-26 

 

Federal Revenue 
• Projected to remain flat in FY 2021-22 and decrease to $12.8 million for the remainder of 

the forecast period 
 

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

forecast period  
 

Expenditure Assumptions   

The Five-Year Forecast reflects the annual projected expenditures that are required to sustain the 
current year’s level of service. The growth in expenditures over the forecast period is primarily due to 
compensation, rising healthcare costs, inflation and moderate increases in the Virginia Retirement 
System (VRS) rate. 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 

• Salary increase of 3.0% for FY 2021-22 and 2.0% for the remaining forecast years (this forecast 
projection is subject to revision by the School Board during budget conversations if state or local 
revenues fluctuate) 

• The current FY 2020-21 VRS rate of 16.62% will remain flat in FY 2021-22 and is projected to 
increase 1.0% in FY 2022-23 and again in FY 2024-25 (the first year of the next two biennial 
budgets) 

• Employer 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 

 
Revenue Reserve 

• VBCPS will retain funding in a reserve to prepare for any potential reduction in revenue 
estimates that may occur in FY 2021-22 and FY 2022-23 

 
Baseline Forecast 
Utilizing the revenue and expenditure assumptions outlined above, VBCPS is projecting the following 
surpluses over the forecast period.  
 

Description FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 
Baseline Forecast  -5,168,129  -2,516,457  4,313,836   2,018,846   6,873,558  
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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 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 and Major Initiatives 
The Virginia Beach community demands high achievement, as well as the availability of programs and 
opportunities to address each student’s individual needs. In the 2019-2020 school year, VBCPS built 
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 12th consecutive year, VBCPS 
reached record levels with respect to the on-time graduation rate, which stands at 94.2% for the 2020 
cohort year (higher than Virginia’s rate of 92.3%), and the lowest recorded dropout rate of 2.9% (lower 
than Virginia’s dropout rate of 5.1%). This 
past July, the Virginia Board of Education 
announced annual awards under their 
exemplar performance school recognition 
program, which honors schools in the 
Commonwealth for exceeding state 
accreditation standards, narrowing 
achievement gaps and improving outcomes 
for students. VBCPS received nine 2020 
Highest Achievement Exemplar Awards, 
more than any other school division in the 
state. 

VBCPS continues to innovate in ways to 
reduce its environmental impact. For the second year in a row, VBCPS has 
been designated a Virginia Environmental Excellence Program Sustainability Partner by the Virginia 
Department of Environmental Quality. VBCPS is the only school division in the state to earn this 
distinction. VBCPS also continues to thrive in the arts. For the 11th consecutive year, VBCPS was named 
one of the Best Communities for Music Education by the National Association of Music Merchants 
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(NAMM) Foundation for outstanding commitment to music education. Less than 5.0% of school districts 
across the nation earn this prestigious award. 

VBCPS students continue to be recognized for their leadership skills. For the third consecutive year, all 
VBCPS comprehensive high schools earned the National Gold Council of Excellence Award from the 
National Association of Student Councils. This award recognizes student councils for their records of 
leadership, service and activities that improve the school and community. VBCPS represented more than 
50% of the schools in Virginia on the list of awardees. 

In 2019-2020, the COVID-19 pandemic forced VBCPS to meet extraordinary challenges with the support 
of thousands of teachers and staff who devised solutions to ensure all students learned and achieved. At 
the Governor’s order, all schools in Virginia were ordered to close in March 2020, requiring VBCPS to 
shift to online learning at that time. Focusing on the health and safety of students and staff, the 2020-
2021 academic year started with all students fully online, but the division’s Fall 2020 Plan featured a 
phased return to in-person learning, which put the health and safety of students and staff first. 

Equity came into special focus this year during the necessary shift to online learning. Maintaining safety 
guidelines, meals were offered to all students without charge at 36 school sites and five neighborhood 
locations under a drive-by pickup model. By September 2020, more than 1.0 million meals had been 
distributed to our students.  

This effort built on the continued work to ensure all students have their basic needs met. In March 2020, 
VBCPS was a first-place winner of the National School Board Association's Magna Award for removing 
barriers for students through JumpStart, a partnership between local nonprofit AidNow and the 
division's school social work services. JumpStart is typically held each August for approximately 500 
students identified as homeless and marginalized to receive much-needed supplies and services.  

Following national events that brought racism into sharper focus this year, VBCPS hosted online forums 
and pursued deeper programmatic changes to ensure all community members felt heard. “As a school 
division committed to equity, we are honored to provide a space to enable this necessary, crucial and 
courageous conversation,” VBCPS Superintendent Dr. Aaron Spence said before one forum. “This is not 
the time to be silent. It is not enough to condemn racism and injustice. We must do the work to disrupt 
it entirely. Our children’s future depends upon it.”  

In September 2020, the VBCPS School Board adopted an educational equity policy that acknowledges 
the work needed to address inequities within the division. The policy lays a general framework for how 
VBCPS will make changes in the classroom, in communications and from the School Board to work 
toward this goal. 

Part of that effort included ensuring all students had access to the technological resources needed for 
online learning. A new portal, www.vbcpssupport.com, answered how-to questions, offered 
troubleshooting and provided Chromebook information. In addition, to meet the needs of students and 
staff without access to internet services, the division purchased and distributed more than 500 hotspots, 
and enabled Wi-Fi in school parking lots. In total, the Department of Technology supported more than 
82,000 users across 120,000 devices.  

While the outlook for 2020-2021 remains uncertain due to COVID-19, a solid foundation for continued 
educational excellence has been laid with the Compass to 2020 strategic plan, with its emphasis on 
transforming the student learning experience into more personalized opportunities, and an investment 
in 1:1 digital learning that has become fundamental in the way VBCPS operates as a school division. 
Compass to 2025 features an ongoing commitment to addressing the academic and social emotional 
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needs of students and adds specific focus areas for equity work. This framework, combined with the 
division's core value of innovation - reflected in the behavioral imperative to "be open to change" - 
means that VBCPS remains ready to ensure all students are connected to learning and are achieving at 
the highest levels. 
 

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 several enhancements 
have been completed to bolster security 
infrastructure throughout the division.  
 
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 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. 
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 division’s new strategic framework, Compass to 2025, took effect July 1, 2020. One of the strategies 
linked to the overarching goal of Student Ownership of Learning is to expand upon the effective and 
efficient use of technology to meet students’ individual needs and provide them with the tools for 
accessing, creating and sharing knowledge.  In support of the new strategic framework, 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. 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.  

Technology has proved to be instrumental during the COVID-19 pandemic and has provided a resource 
for students to succeed in the classroom. As a result of federal dollars released through the Coronavirus 
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Aid, Relief, and Economic Security (CARES) Act, VBCPS has purchased items such as upgraded laptops 
and essential computer peripherals for teachers; laptop cases; additional outdoor wireless connectivity 
at schools; Chromebooks; iPads; an internet filtering and classroom management software solution; and 
assistive technology for students with special needs. Additionally, VBCPS has been able to address 
barriers to internet access by purchasing hotspots and providing monthly internet subsidies for low-
income families. 
 

Employee Compensation and Workforce Challenges 
The 2020 global pandemic has exacerbated the already existing national teacher shortage as more and 
more teachers leave their jobs during this time of uncertainty. It remains to be seen whether or not 
these teachers will return once the health crisis becomes more stable. This phenomenon coupled with 
the short supply of newly trained teachers is particularly challenging in 2020. 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 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.  
 
The division began the process of 
addressing salary compression on both the 
unified and instructional experience-based 
step pay scales. However, due to budgetary 
constraints, the school division was not able 
to provide raises or to continue addressing 
salary compression on the scales. Since 
2006, additional needs have been identified 
in other areas of compensation to make the 
division competitive with the local market. 

These needs continue to include increasing educational allowances for advanced degrees; increasing the 
value of additional duty supplements; reclassifying teacher assistants to place them on 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 $13.9 million in 
ongoing, annual expenses. The division completed a targeted compensation study of the division’s 
clerical jobs. While the majority of the jobs were found to be in alignment with the market, there are 
some jobs that are out of alignment. The anticipated cost to adjust these jobs is $936,000. 
 

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 contributions 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 
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consulting firm, will continue to monitor medical expense claims, workplace needs, market trends and 
federal legislation that could impact costs. 
 

Declining Enrollment and Reduced State Spending 
The VBCPS FY 2020-21 School Operating budget was developed using an average daily membership 
(ADM) projection of 66,651. As of September 30, 2020, the total ADM was 63,836; a decrease of 2,815 
or 2.36 percent from what was projected. The decline in student enrollment can be attributed to the 
COVID-19 pandemic and several related factors. Some students are enrolling in other virtual programs 
or private schools, more parents have opted to homeschool their children and many military transfers 
have been put on hold due to the pandemic. Based on the reduction of student membership, VBCPS 
stands to lose approximately $9.0 million in state funding for FY 2020/21.  

State spending allocated to school divisions is driven mostly by student enrollment and local ability to 
pay. The Virginia state budget, adopted by the General Assembly in March 2020, included language that 
would hold all school divisions harmless, meaning that no division would receive less state funding in FY 
2020-21 than the year before. Unfortunately, the Governor removed the dollars associated with that 
action when he presented the revised budget on August 18. Just last month, the House and Senate 
agreed to a compromise budget bill that reinstates the student enrollment hold harmless language. The 
amendment would delay reductions to state payments resulting from reduced ADM projections until 
after the final March 31 ADM is calculated. Normally, state payments to school divisions are adjusted in 
January to reflect revised projections based on September 30 counts. During the January 2021 legislative 
session, the General Assembly will have an opportunity to take further steps to prevent funding losses 
to school divisions. 
 

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 December 2019, 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 the General 
Assembly or the Virginia Department of Education.  
 

Structurally Flawed Operating Budget 
The FY 2020-21 budget marks the eleventh 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. Therefore, to correct this structural imbalance, the use of this one-time funding will be reduced 
from $5.8 million in FY 2020-21 to $3.3 million in FY 2025-26. 
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Conclusion  
City Forecast 
Overall, the City of Virginia Beach projects a deficit each year of the forecasted period. As noted 
throughout the document, several assumptions were made in this five-year projection, and changes to 
those assumptions will change the bottom line. For example, should the baseline forecast exclude the 
assumption of a compensation increase or the use of attrition savings to balance the budget, then the 
projected deficit would decline. In March 2021, the City Manager will present a Proposed FY 2021-22 
Operating Budget and CIP that is structurally balanced, and any deficit reflected in year one of this 
forecast will be eliminated. Guidance and direction from City Council will be incorporated throughout 
the budget process to ensure that the FY 2021-22 Operating Budget is a budget that best meets the 
needs of the public.  
 
School Forecast 
Virginia Beach City Public Schools is projecting a deficit in year one and two of the forecasted period and 
then surpluses in years three through five. The deficits are largely the result of the revenue reduction 
reserve. Should revenues materialize, and this reserve be released, the Schools do not project a deficit in 
any year of the forecasted period; however, similar to the City, the Schools have made several 
assumptions over the forecasted period and changes in any of those assumptions will change the 
bottom line.  
 
Bond Referendum  
Both City and Schools have historically shared the City’s legal bonding authority. In recent years, both 
City and Schools have experienced a growing demand for the need to modernize, renovate, and 
maintain existing assets and infrastructure. Recently, City Council has discussed the possibility of a 
future bond referendum to address critical stormwater needs. The challenge in the foreseeable future is 
going to be a lack of existing debt capacity within the existing debt metrics to support these additional 
stormwater needs, as well as the backlog of existing infrastructure needs. It is possible the City will need 
to revisit its debt metrics as bond referendum discussions continue.  
 
Economic Recovery 
Both City and School forecasts assume that the economy will recover from the COVID-19 pandemic by 
FY 2023-24. Previously, City staff had assumed that the recovery period would occur quickly and take 
the form of “V-shaped” recovery; however, it has become increasingly clear that the both the pandemic 
and recovery period will be much longer than originally anticipated and will likely take the form of a “U-
shaped” recovery. While there are still many unknowns at this point, much progress is being made in the 
development of a vaccine. It is assumed that an effective vaccine could help combat the virus and assist 
with the recovery of the local economy. Such a development could have a significant impact on 
forecasted revenues.     
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Appendix A: City General Fund Forecast  
City General Fund Revenues 
 

 

  

 

FY 21 Adopted FY 22 FY 23 FY 24 FY 25 FY 26 

Real Estate 580,989,105 614,896,606 632,113,711 649,812,895 669,307,282 689,386,500 

Personal Property 158,153,731 166,005,588 169,325,700 172,712,214 176,166,458 179,689,788 

General Sales 63,159,899 69,232,925 70,617,583 72,029,935 73,470,534 74,939,944 

Utility 45,760,883 43,647,847 43,111,906 42,592,044 42,087,778 41,598,639 

Business License 46,289,549 53,181,894 54,245,531 55,330,442 56,437,051 57,565,792 

Automobile 11,578,052 10,864,381 10,973,025 11,082,755 11,193,583 11,305,518 

Cigarette 9,043,505 9,280,681 9,095,067 8,913,166 8,734,903 8,560,204 

Hotel 5,799,968 6,668,350 7,145,917 7,623,484 7,901,583 8,189,484 

Restaurant 37,028,864 38,492,932 44,067,894 45,606,770 47,199,507 48,847,990 

Other 10,973,548 11,393,026 11,506,956 11,622,026 11,738,246 11,855,629 

Permits, Fees, etc. 5,614,751 5,614,751 5,614,751 5,614,751 5,614,751 5,614,751 

Use of Money and 
Property 7,445,508 6,304,794 6,367,842 6,431,520 6,495,835 6,560,794 

Charges for Services 39,249,506 39,135,022 39,526,373 39,921,636 40,320,853 40,724,061 

Miscellaneous 7,189,722 7,189,722 7,261,619 7,334,235 7,407,578 7,481,654 

Fines and 
Forfeitures 4,482,149 3,608,140 3,644,222 3,680,664 3,717,471 3,754,645 

State 108,424,505 109,114,190 110,051,271 110,997,723 111,953,639 112,919,115 

Federal 22,960,050 22,960,050 23,189,651 23,421,547 23,655,762 23,892,320 

Fund Balance 4,664,456 2,270,795 - - - - 

Transfers 15,683,154 15,776,805 15,871,392 15,966,925 16,063,414 16,160,867 

       

Revenue Total $1,184,490,905 $1,235,638,499 $1,263,730,412 $1,290,694,733 $1,319,466,226 $1,349,047,696 

        

Annual Growth  4.32% 2.27% 2.13% 2.23% 2.24% 
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City General Fund Expenditures  
 

 FY 21 Adopted FY 22 FY 23 FY 24 FY 25 FY 26 

Full-Time 278,614,017 294,215,348 300,099,655 306,101,648 312,223,681 318,468,155 

Part-Time 6,963,100 7,201,293 7,345,319 7,492,225 7,642,069 7,794,911 

Other 6,714,772 6,763,143 6,898,406 7,036,374 7,177,101 7,320,643 

Overtime 13,250,459 13,647,973 13,920,932 14,199,351 14,483,338 14,773,005 

VRS 46,397,443 47,927,680 53,387,729 54,455,483 60,227,948 61,432,507 

Health 39,209,270 41,156,249 42,390,937 43,662,665 44,972,545 46,321,721 

FICA 18,404,875 19,534,006 19,924,686 20,323,180 20,729,643 21,144,236 

FICA Medicare 4,334,488 4,568,437 4,659,806 4,753,002 4,848,062 4,945,023 

Other 6,606,362 6,303,023 6,429,083 6,557,665 6,688,818 6,822,594 

Personnel Total 420,494,786 441,317,151 455,056,552 464,581,592 478,993,206 489,022,795 

Contractual 58,877,851 62,055,408 63,296,516 64,562,447 65,853,695 67,170,769 

Internal 29,458,520 30,047,690 30,648,644 31,261,617 31,886,849 32,524,586 

Other 90,183,757 90,387,432 92,195,181 94,039,084 95,919,866 97,838,263 

Leases 8,699,252 8,873,237 6,550,702 6,681,716 5,715,750 5,830,065 

Operating Total 187,219,380 191,363,768 192,691,043 196,544,864 199,376,161 203,363,684 

Current Capital 5,627,561 6,558,789 6,558,789 6,558,789 6,558,789 6,558,789 

CIP Operating 
Budget Impacts 

 4,872,897 6,260,511 6,497,413 7,296,282 7,601,271 

Debt Service 58,848,123 60,874,809 62,454,442 65,632,988 70,375,418 72,233,242 

Reserves 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 

Revenue Reserve  13,500,000 6,750,000    

Other Uses Total 65,975,684 87,306,495 83,523,742 80,189,190 85,730,489 87,893,302 

Schools 438,960,631 463,603,987 476,622,807 487,986,295 500,144,994 512,660,040 

PAYGO 36,883,917 41,647,582 32,589,510 35,114,468 32,338,564 30,393,294 

Other 34,956,507 35,381,575 36,089,207 36,810,991 37,547,210 38,298,155 

Transfers Total 510,801,055 540,633,144 545,301,524 559,911,754 570,030,769 581,351,489 
       

Total Expenditures 1,184,490,905 1,260,620,558 1,276,572,860 1,301,227,399 1,334,130,625 1,361,631,271 
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Appendix B: Virginia Beach City Public Schools Forecast  
Revenues by Major Source  
 

 

 

 

 

 
 
 

 FY 21 Adopted FY 22 FY 23 FY 24 FY 25 FY 26 

Revenue Sharing 
Formula 438,551,631 463,603,987 476,622,807 487,986,295 500,144,994 512,660,040 

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

From the Use of 
Money and 
Property 

477,000 477,000 477,000 477,000 477,000 477,000 

Charges for Services 2,966,638 2,966,638 2,966,638 2,966,638 2,966,638 2,966,638 

Miscellaneous 
Revenue 524,703 574,703 624,703 674,703 724,703 774,703 

State Shared Sales 
Tax 79,209,739 80,397,885 82,005,843 84,055,989 86,157,389 88,311,323 

Other State 
Revenue 297,791,599 302,258,473 308,303,642 316,011,234 323,911,514 332,009,302 

Federal Revenue 13,500,000 13,500,000 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 

       

Total Revenue 839,230,310 869,078,686 888,600,633 909,271,858 930,982,238 953,299,006 
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Expenditures by Type  
 

FY 21 Adopted FY 22 FY 23 FY 24 FY 25 FY 26 

Personnel Services 479,160,526 493,535,342 503,406,049 513,474,170 523,743,653 534,218,526 

Fringe Benefits       

FICA 36,809,321 37,755,454 38,510,563 39,280,774 40,066,389 40,867,717 

VRS 77,409,401 82,025,574 88,700,146 90,474,149 97,521,068 99,471,490 

Health Insurance 65,457,365 67,421,086 69,443,719 71,527,030 73,672,841 75,883,026 

Life Insurance 6,091,330 6,465,313 6,594,619 6,726,512 6,861,042 6,998,263 

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

Contractual 
Services 48,271,698 49,237,132 50,221,875 51,226,312 52,250,838 53,295,855 

Other Charges 56,211,996 57,336,236 58,482,961 59,652,620 60,845,672 62,062,586 

Capital Outlay 5,103,827 5,103,827 5,103,827 5,103,827 5,103,827 5,103,827 

Land, Structures 
and Improvement 95,724 95,724 95,724 95,724 95,724 95,724 

PAYGO - - - - - - 

Debt Service 47,630,328 49,442,812 48,882,007 50,092,633 51,398,488 50,949,335 

Transfers to Other 
funds 

      

Athletics Fund 4,974,274 4,974,274 4,974,274 4,974,274 4,974,274 4,974,274 

Categorical Grants 
Fund 4,317,109 4,317,109 4,317,109 4,317,109 4,317,109 4,317,109 

Green Run 
Collegiate Fund 4,076,486 4,225,221 4,320,291 4,391,965 4,491,541 4,566,791 

Revenue Reserve - 8,690,787 4,443,003 - - - 

       

Total Expenditure 839,230,310 874,246,815 891,117,090 904,958,022 928,963,392 946,425,448 
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