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SUMMARY OF GENERAL FUND REVENUE

Over the FY 2013
Revised Budget Plan
FY2013 FY2013 FY2014
FY2012 Adopted Revised Advertised Increase/ Percent

Category Actual Budget Plan Budget Plant Budget Plan (Decrease) Change
Real Estate Taxes - Current and Delinquent $2,047,283,818  $2,116,497,573  $2,116,232,911  $2,228,384,045  $112,151,134 5.30%
Personal Property Taxes - Current and
Delinquent” 528,232,185 552,697,360 551,853,514 547,633,874 (4,219,640) (0.76%)
Other Local Taxes 517,375,740 523,937,338 523,487,288 523,253,090 (234,198) (0.04%)
Permits, Fees and Regulatory Licenses 36,843,892 34,902,539 34,647,734 35,193,936 546,202 1.58%
Fines and Forfeitures 14,084,488 13,595,913 14,612,835 14,863,219 250,384 1.71%
Revenue from Use of Money/Property 18,402,587 17,171,963 17,162,412 15,671,422 (1,490,990) (8.69%)
Charges for Services 69,627,663 70,095,102 70,768,878 72,690,493 1,921,615 2.72%
Revenue from the Commonwealth and Federal
Governments” 133,595,146 130,211,732 130,434,873 117,566,483  (12,868,390) (9.87%)
Recovered Costs / Other Revenue 14,235,285 14,716,245 14,858,461 14,935,437 76,976 0.52%
Total Revenue $3,379,680,804  $3,473,825765  $3,474,058,906  $3,570,191,999  $96,133,093 2.77%
Transfers In 6,901,043 6,770,457 6,770,457 18,645,665 11,875,208  175.40%
Total Receipts $3,386,581,847  $3,480,596,222  $3,480,829,363  $3,588,837,664  $108,008,301 3.10%

'FY 2013 revenue estimates were adjusted for a net impact of zero as part of a fall 2012 review of revenues. Explanations of these changes can be found in the
following narrative. The FY 2013 Third Quarter Review may contain further adjustments as necessary.

2 The portion of the Personal Property Tax reimbursed by the Commonwealth as a result of the Personal Property Tax Relief Act of 1998 is included in the
Personal Property Tax category for the purpose of discussion in this section.

As reflected in the preceding table, FY 2014 General Fund revenues are projected to be $3,570,191,999, an
increase of $96,133,093, or 2.77 percent, over the FY 2013 Revised Budget Plan. The increase is primarily the
result of a $112.2 million increase in current Real Estate Taxes resulting from a 3.4 percent increase in total
assessed real property and the proposed Real Estate Tax rate of $1.095 per $100 of assessed value, which
is an increase of two cents over the FY 2013 rate of $1.075. Offsetting this increase is a net decrease of
$12.9 million in Revenue from the Commonwealth due to change in how the state pays for subsidized
child care. This decrease is entirely offset with a corresponding expenditure reduction. In addition,
Personal Property Taxes are projected to decline a net $4.2 million due to projected refunds and Revenue
from the Use of Money and Property is expected to decline $1.5 million as a result of a lower anticipated
yield on investments.

Incorporating Transfers In, FY 2014 General Fund receipts are anticipated to be $3,588,837,664. The
Transfers In to the General Fund total $18.6 million and reflect $4.1 million from Fund 40030, Cable
Communications, for use of County rights of way, $8.0 million from Fund 20000, Consolidated Debt
Service, and $1.5 million from Fund 60030, Technology Infrastructure Services, as a result of available
balances, and a total of $5.0 million from various other funds for indirect support provided by the
County’s General Fund agencies.
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The following chart shows General Fund revenue growth since FY 2000. From FY 2000 through FY 2007,
total General Fund revenue growth increased at an average annual rate of 7.2 percent. Real estate
assessments rose each year and experienced annual double digit growth from FY 2002 through FY 2007.
These assessment increases were partially offset with decreases in the Real Estate Tax rate from $1.23 per
$100 of assessed value in FY 2002 to $0.89 per $100 of assessed value in FY 2007. General Fund revenue
growth decelerated to 1.8 percent in FY 2008 as the housing market experienced an abrupt turnaround.
Revenue growth in FY 2009 and FY 2010 was modest, rising 1.1 percent and 0.6 percent, respectively.
Residential real estate values fell 3.38 percent in FY 2009 and 12.55 percent in FY 2010. Due to the
economic downturn, other major revenue categories including Personal Property, Sales Tax and Business,
Professional and Occupational License Taxes (BPOL) also dropped in FY 2010. General Fund revenue fell
in FY 2011, decreasing 0.9 percent as both residential and nonresidential property values declined. Total
real estate values fell 9.2 percent and the real estate tax was raised 5 cents to $1.09 per $100 of assessed
value, a level that kept the tax bill of the typical homeowner essentially level with FY 2010.

Annual Percent Change - General Fund Revenue
FY 2000 - FY 2014

2000- 2008 2009 2010 2011 2012 2013 2014*
2007
Average
Fiscal Year

* Projections do notinclude impact of sequestration

FY 2012 General Fund revenue increased 1.8 percent mainly due to an increase in Real Estate Tax
revenue, resulting from a moderate increase in assessments, as well as an increase in Personal Property
Tax revenue due to higher vehicle and business levy. As a result of a moderate increase in FY 2013 Real
Estate Tax assessments and projected growth in other revenue categories, FY 2013 revenue is expected to
increase 2.8 percent. General Fund revenue in FY 2014 is projected to increase 2.8 percent primarily due to
an increase in current Real Estate Taxes resulting from a 3.4 percent increase in total assessed real
property and the proposed Real Estate Tax rate of $1.095 per $100 of assessed value, which is an increase
of two cents over the FY 2013 rate of $1.075.
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Economic Indicators

The U.S. economy grew at a preliminary 2.2 percent in 2012 despite a contraction of 0.1 percent in the
fourth quarter of the year. The fourth quarter report, however, is the advance estimate, which is the first
of three estimates and is often subject to sharp revisions. During the fourth quarter, defense spending
plummeted 22 percent and inventories declined. Storm Sandy may have also hurt fourth quarter growth.
In spite of the decrease in the fourth quarter, there are indications of economic resilience. Consumer
spending, the largest component of U.S. growth, rose 2.2 percent in the fourth quarter and housing added
to the annual growth in 2012 for the first time in six years. Most economists anticipate the economy to
expand at a 2.0 to 2.5 percent rate in calendar year 2013.

Employment gains accelerated nationwide in 2012. On average, 181,000 jobs per month were added
during 2012, an increase of 2.2 million jobs. The pace of job growth slowed somewhat in January 2013
with an increase of 157,000 jobs created. The unemployment rate ticked up in January to 7.9 percent. The
slower pace indicates that businesses remain cautious about hiring. The unemployment rate may
continue to rise as workers once discouraged about job prospects return to the labor market.

Home prices nationwide improved in 2012. According to the Case-Shiller home price index, prices were
5.5 percent higher in the 12 months ending November 2012 than during the same period the prior year.
This was the strongest year-over-year growth since August 2006. Home prices in the Washington
Metropolitan area posted a 4.4 percent gain during the same period.

Economic growth in the County rose modestly in FY 2012 based on preliminary estimates. Moody’s
Analytics estimates that Gross County Product (GCP), adjusted for inflation, rose at a rate of 1.0 percent
in 2012. The County’s unemployment rate remains well below the state and national level at 3.7 percent
as of December 2012, a decline from 4.0 percent in December 2011.

The preliminary estimate of annual employment in the Northern Virginia area in 2012 is 1,355.2
thousand, an increase of 26,000 jobs, or 2.0 percent, over 2011. This rate is slightly higher than 2011 and
the highest rate of growth since 2005, when job creation rose 2.5 percent.

Housing Market

The housing market in the County has stabilized with average prices rising modestly for the past three
years. Based on information from the Metropolitan Regional Information System (MRIS), the average
sales price of homes sold in 2012 rose 4.5 percent from $471,317 in 2011 to $492,480. MRIS also reported
that 13,817 homes sold in 2012, up 9.3 percent over 2011, but on par with the average number sold during
the previous five years. The number of net foreclosures in Fairfax County set a new record low each
month of 2012. The number of serious mortgage delinquencies continues to decline. As of the third
quarter of 2012, 1.0 percent of prime loans and 5.8 percent of subprime loans were 90 or more days past
due, compared to 1.1 percent and 7.6 percent, respectively, in the third quarter of 2011.
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Nonresidential Market

According to the Economic Development Authority, the commercial office market in the County
remained stagnant in 2012, primarily due to the uncertain political landscape and the possibility of
sequestration — mandatory federal budget cuts scheduled to take place during 2013. At year-end 2012, the
direct vacancy rate was 14.6 percent, the highest on record since 1992. Including sublet space, the overall
office vacancy rate was 16.7 percent, up from 15.7 percent at year-end 2011. The increase in the vacancy
rate is attributed to the threat of sequestration, as government contractors consolidated operations
throughout the Washington area and retooled operations in order to operate in an economic environment
less dependent on government procurement spending. Total leasing activity during 2012 hit a five-year
low with 9.7 million square feet of activity, down over 17 percent from year-end 2011. This is significantly
lower than the record 13.6 million square feet of leasing activity experienced in 2010. Lease rates for new
space are adjusting to market conditions. Many tenants are taking advantage of favorable rates and
others are looking to capitalize on market conditions by consolidating operations in newer space near
Metro. The Tysons market is uniquely positioned to take advantage of this trend with more than 26
million square feet of new office space in the pipeline.

A bright spot in the commercial office market was the increase in new office construction activity. As of
year-end 2012, there were 12 buildings totaling nearly 2.2 million square feet under construction. More
than 69 percent of the new office space under construction is 100 percent speculative development. This
interest in speculative development reflects confidence in the stability of the Fairfax County office market.
The primary factor driving much of the new development is the construction of the Metrorail Silver Line
along the Dulles Toll Road corridor.

Revenue

Current and Delinquent Real Estate Tax revenue comprises more than 62 percent of total County General
Fund revenues. FY 2014 Real Estate property values were established as of January 1, 2013 and reflect
market activity through calendar year 2012. The Real Estate Tax base is projected to increase 3.40 percent
in FY 2014, and is made up of a 2.63 percent increase in total equalization (reassessment of existing
residential and nonresidential properties), and an increase of 0.77 percent for new construction.

The FY 2013 and FY 2014 General Fund revenue estimates discussed in this section are based on a review
of Fairfax County economic indicators, actual FY 2012 receipts, and FY 2013 year-to-date collection
trends. Forecasts of economic activity in the County are provided by Moody’s Analytics and a variety of
national economic forecasts are considered. Based on analysis of projected trends, revenue categories are
expected to experience modest growth through FY 2014.
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MAJOR REVENUE SOURCES

The following major revenue categories discussed in this section comprise 93.8 percent of total FY 2014
General Fund revenue. Unless otherwise indicated, comparative data are presented relative to the

FY 2013 Revised Budget Plan. The revenue estimates for all General Fund Revenue categories are shown in
the Summary Schedule of General Fund Revenues in the section of this volume entitled “Financial,

Statistical and Summary Tables.”

Change from the
FY 2013 Revised
Budget Plan
FY 2013 FY2013 FY2014
FY2012 Adopted Revised Advertised Increase/ Percent
Category Actual Budget Plan Budget Plan’ Budget Plan (Decrease) Change
Real Estate Tax - Current $2,039,030,516  $2,106,805,659  $2,106,540,997  $2,223,692,131  $117,151,134 5.56%
Personal Property Tax
Current* 514,451,205 543,403,772 542,559,926 548,340,286 5,780,360 1.07%

Paid Locally 303,137,261 332,089,828 331,245,982 337,026,342 5,780,360 1.75%

Reimbursed by Commonwealth 211,313,944 211,313,944 211,313,944 211,313,044 0 0.00%
Business, Professional and Occupational
License Tax-Current 149,738,567 157,688,748 154,979,417 158,779,005 3,799,588 2.45%
Delinquent Taxes 27,761,932 21,026,766 22,226,766 (2,773,234)  (25,000,000)  (112.48%)
Local Sales Tax 162,839,599 166,876,306 166,876,306 171,377,177 4,500,871 2.70%
Recordation/Deed of Conveyance Taxes 31,023,186 25,627,223 27,857,670 28,136,468 278,798 1.00%
Gas & Electric Utility Taxes 44,880,564 46,490,044 45,104,967 45,330,492 225,525 0.50%
Communications Sales Tax 47,017,386 50,724,263 48,526,451 48,526,451 0 0.00%
Vehicle License Fee 26,354,485 27,871,714 26,354,485 26,612,402 257,917 0.98%
Transient Occupancy Tax 19,576,387 19,456,410 20,163,679 20,768,589 604,910 3.00%
Permits, Fees and Regulatory Licenses 36,843,892 34,902,539 34,647,734 35,193,936 546,202 1.58%
Investment Interest 14,355,548 13,141,516 13,141,516 11,320,530 (1,820,986)  (13.86%)
Charges for Services 69,627,663 70,095,102 70,768,878 72,690,493 1,921,615 2.72%
Revenue from the Commonwealth and Federal

2

Governments 133,595,146 130,211,732 130,434,873 117,566,483 (12,868,390) (9.87%)
Total Major Revenue Sources $3,139,595,577  $3,235,606,280  $3,232,977,482  $3,349,555,438  $116,577,956 3.61%

'FY 2013 revenue estimates were adjusted for a net impact of zero as part of a fall 2012 review of revenues. Explanations of these changes can be found in the
following narrative. The FY 2013 Third Quarter Review may contain further adjustments as necessary.

2 The portion of the Personal Property Tax reimbursed by the Commonwealth as a result of the Personal Property Tax Relief Act of 1998 is included in the
Personal Property Tax category for the purpose of discussion in this section.
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REAL ESTATE TAX-CURRENT
FY2012 FY 2013 FY 2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$2,039,030,516 $2,106,805,659 $2,106,540,997 $2,223,692,131 $117,151,134 5.6%

The FY 2014 Advertised Budget Plan estimate for Current Real Estate Taxes is $2,223,692,131 and
represents an increase of $117,151,134, or 5.6 percent, over the FY 2013 Revised Budget Plan. The increase
is the result of the rise in the Real Estate Tax base of 3.40 percent and an increase in the proposed FY 2014
General Fund Real Estate Tax rate from $1.075 to $1.095, an increase of $0.02 over the FY 2013 rate of
$1.075 per $100 of assessed value. The increase in Real Estate revenue associated with the proposed $0.02
increase in the Real Estate Tax rate is $40,804,056. In addition, the Real Estate Tax rate impacts two
classes of personal property: mobile homes and non-vehicle Public Service Corporation property. The
total General Fund impact of the $0.02 increase is $41,309,074.

The FY 2014 value of assessed real property represents an increase of 3.40 percent, as compared to the
FY 2013 Real Estate Land Book, and is comprised of an increase in equalization of 2.63 percent and an
increase of 0.77 percent associated with new construction. The FY 2014 figures reflected in this document
are based on final assessments for Tax Year 2013 (FY 2014), which were established as of January 1, 2013.
In addition to the revenue shown in the table above, the projected value of one-half penny on the Real
Estate Tax rate ($10.33 million) is allocated to The Penny for Affordable Housing Fund. Throughout
FY 2014, Real Estate Tax revenues will be adjusted as necessary to reflect changes in exonerations, tax
abatements, and supplemental assessments, as well as any differences in the projected collection rate of
99.65 percent.

The FY 2014 Main Assessment Book Value is $207,073,144,800 and represents an increase of
$6,809,800,890, or 3.40 percent, over the FY 2013 main assessment book value of $200,263,343,910. FY 2014
marks the third consecutive year in which the main assessment book value increased, after the significant
decreases experienced in FY 2010 and FY 2011. However, FY 2014 main book assessments still remain
below FY 2007 levels. In addition, compared to the peak values experienced in FY 2009, FY 2014
assessments are down $22.6 billion, or 9.8 percent.

From FY 2005 through FY 2007, the assessment base experienced double digit advances. Deceleration
began in FY 2008, when the assessment base rose just 4.15 percent, and continued in FY 2009 with a
modest increase of 0.51 percent. Following the financial crisis and a general decline in economic
conditions, the FY 2010 assessment base declined 9.95 percent, which was the largest drop on record. The
assessment base decreased for a second consecutive year in FY 2011, declining 9.20 percent, before it
increased 3.27 percent in FY 2012, and another 3.27 percent in FY 2013.
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The following chart shows changes in the County’s assessed value base from FY 2005 to FY 2014.

Percentage Change in Real Estate Assessed Value

30% FY 2005 - FY 2014

25%

20%
10%
%

0%
-5%
-10% 9.20%
Fiscal Year | -2:95%
-15%
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Equalization 954%  2080%  19.76%  2.47% 1.02%  1052%  -8.98% 2.67% 2.53% 2.63%
Res 11.29 23.09 20.57 0.33 3.38 1255 -5.56 2.34 0.71 3.50
NonRes 3.74 12.74 16.64 13.57 7.00 451 -18.29 3.73 8.21 0.14
Growth 250 2.69 2.94 1.68 153 0.57 022 0.60 0.74 0.77

12.04% 23.49% 22.70% 4.15% 0.51% -9.95% -9.20% 3.27% 3.27% 3.40%

The overall change in the assessment base is comprised of equalization and normal growth. For
reporting purposes, individual properties are identified as being in either the equalization category or the
growth category, but not both. Equalization properties are those whose values change due to market
fluctuations. Growth is a category of properties whose value changes are also influenced by new
construction, remodeling or rezonings. Once growth factors are identified, the entire property value is
shown in the growth category, even though the property is also influenced by equalization. The FY 2014
assessment base reflects a total equalization increase of 2.63 percent and an increase of 0.77 percent
associated with the growth component. As a result of changes in equalization and growth, the residential
portion of the total assessment base increased from 74.05 percent in FY 2013 to 74.42 percent in FY 2014.
The table below reflects changes in the Real Estate Tax assessment base from FY 2008 through FY 2014.
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Main Real Estate Assessment Book Value and Changes

(in millions)

Assessed Base Change

Due To: FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
|Equalization $5,410.2 ($2,332.0) ($24,171.5) ($18,570.1) $5,015.3 $4,904.1 $5,259.4
% Change 2.47% -1.02% -10.52% -8.98% 2.67% 2.53% 2.63%
Residential -0.33% -3.38% -12.55% -5.56% 2.34% 0.71% 3.50%
Nonresidential 13.57% 7.00% -4.51% -18.29% 3.73% 8.21% 0.14%
|Normal Growth $3,683.6 $3,502.6 $1,309.6 ($457.9) $1,123.5 $1,440.4 $1,550.4
% Change 1.68% 1.53% 0.57% -0.22% 0.60% 0.74% 0.77%
Residential 1.00% 0.77% 0.51% 0.12% 0.37% 0.26% 0.42%
Nonresidential 4.38% 4.11% 0.74% -1.16% 1.31% 2.26% 1.79%
Total Change $9,093.8 $1,170.6 ($22,861.9) ($19,028.0) $6,138.8 $6,344.5 $6,809.8
% Change 4.15% 0.51% -9.95% -9.20% 3.27% 3.27% 3.40%
Total Book $228,499.2 | $229,669.8 $206,808.0 $187,780.1 $193,918.9 | $200,263.3 | $207,073.1

Equalization, or reassessment of existing residential and nonresidential property, represents an increase
in value of $5,259,354,660, or 2.63 percent, in FY 2014. Both residential and nonresidential property
values rose in FY 2014. Existing residential property values have increased in each of the last three years,
indicating the continued stabilization of the residential housing market. The number of homes sold
increased in calendar year 2012 after decreasing in the previous two years and the average price of homes
sold rose. Foreclosures and mortgage delinquencies fell. Overall, residential equalization reflects a

3.50 percent increase in FY 2014, compared to a 0.71 percent increase in FY 2013. Changes in the

assessment base as a result of equalization are shown in the following graph.

Real Estate Assessed Value Associated With Equalization
FY 2004-FY 2014
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Residential equalization rose at double digit rates from FY 2002 through FY 2007 due to high demand
but a limited supply of housing. Strong job growth, the easy availability of credit and profit-led
speculation contributed to price appreciation in the local housing market. In FY 2008, FY 2009, FY 2010,
and FY 2011, overall residential equalization declined 0.33 percent, 3.38 percent, 12.55 percent, and 5.56
percent, respectively, as the inventory of homes for sale grew and home prices fell in the County, as they
did throughout the Northern Virginia area. After falling four consecutive years, the value of residential
properties in the County increased in the last three years: 2.34 percent in FY 2012, a slight 0.71 percent in
FY 2013, and 3.50 percent in FY 2014. The County’s median assessment to sales ratio is in the low 90
percent range, well within professional standards that assessments should be between 90 percent to 110
percent of the sales prices experienced in a neighborhood.

Overall, single family property values increased 3.13 percent in FY 2014. The value of single family
homes has the most impact on the total residential base because they represent over 72 percent of the
total. The value of condominium properties increased 5.42 percent in FY 2014, while that of townhouse
properties rose 4.50 percent. Changes in residential equalization by housing type since FY 2009 are shown
in the following table. Changes represented in this chart are for the category as a whole. Individual
neighborhoods and properties may have increased or decreased by different percentages based on
neighborhood selling prices.

Residential Equalization Changes

Housing Type/ (Percent of Base) FY2009 | FY2010 | FY2011 | FY2012 | FY2013 | FY 2014
Single Family (72.4%) 312% | -11.34% | -5.50% 2.10% 0.70% 3.13%
Townhouse/Duplex (19.0%) -4.96% -16.06% -4.44% 3.73% 1.20% 4.50%
Condominiums (7.9%) -4.54% -19.51% -10.45% 2.53% -0.06% 5.42%
Vacant Land (0.5%) 7.66% -7.08% -6.68% -3.50% -1.66% 2.89%
Other (0.2%)1 6.46% -4.99% -3.60% 2.69% 2.56% 4.74%
Total Residential Equalization (100%) -3.38% -12.55% -5.56% 2.34% 0.71% 3.50%

! Includes, for example, affordable dwelling units, recreational use properties, and agricultural and forestal land use properties.

As a result of the increase in residential equalization, the mean assessed value of all residential property
in the County is $465,713. This is an increase of $15,749 over the FY 2013 value of $449,964. At the
proposed Real Estate tax rate of $1.095 per $100 of assessed value, the typical residential annual tax bill
will rise, on average, $262.45 in FY 2014 to $5,099.56.

FY 2014 Fairfax County Advertised Budget Plan (Overview) - 114



General Fund Revenue Overview

2
2

Residential vs. Nonresidential Equalization
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After experiencing a record decline of 18.29 percent in FY 2011, nonresidential equalization rebounded
3.73 percent in FY 2012, and a strong 8.21 percent in FY 2013. In FY 2014, nonresidential values stayed
essentially level with FY 2013, increasing only 0.14 percent. The main cause for the slow growth is the
decline in the values of Office Elevator properties. The County’s commercial office market was stagnant
in 2012, which was primarily driven by the possibility of sequestration and the uncertain political
landscape. Office Elevator properties (mid- and high-rises), the largest component of the nonresidential
tax base at 36.3 percent, experienced a 2.41 percent decline in FY 2014, while in FY 2013 these types of
properties increased 11.34 percent and were the main contributor to the strong overall growth in the
nonresidential values. In addition, apartment values, which represent almost 22 percent of the total
nonresidential base, rose only 4.90 percent in FY 2014, compared to a 12.60 percent increase in FY 2013.
Nonresidential equalization changes by category since FY 2009 are presented in the following table.

Nonresidential Equalization Changes

Category (Percent of Base) FY2009 | FY2010 FY2011 FY2012 FY2013 FY2014
Apartments (21.7%) 6.41% (6.96%) (12.69%) 14.54% 12.60% 4.90%
Office Condominiums (4.2%) 478% | (110%) | (757%) | (153%) | (0.31%) | (0.66%)
Industrial (6.4%) 14.08% (1.08%) (23.48%) (0.31%) 6.75% 0.69%
Retail (15.6%) 6.47% | (1.74%) | (16.07%) [ 1.90% 7.16% 1.18%
Office Elevator (36.3%) 5.68% (6.62%) (24.31%) 1.88% 11.34% (2.41%)
Office - Low Rise (3.7%) 9.16% | (3.35%) | (23.86%) | 0.49% 7.18% (1.72%)
Vacant Land (3.4%) 7.67% (3.87%) (26.53%) (2.07%) 2.01% (0.74%)
Hotels (3.4%) 11.28% | (7.06%) | (34.03%) | 11.35% 3.87% (3.94%)
Other (5.3%) 7.63% (2.07%) (12.84%) 2.37% 3.27% 1.17%
Nonresidential Equalization (100%) 7.00% (4.51%) (18.29%) 3.73% 8.21% 0.14%

The Growth component increased the FY 2014 assessment base by $1,550,446,230, or 0.77 percent, over
the FY 2013 assessment book value. New construction increased the residential property base by 0.42
percent and nonresidential properties by 1.79 percent.
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In addition to the final equalization and normal growth adjustments in the Main Assessment Book, the
following projected adjustments were made to the FY 2014 Real Estate Tax revenue estimate:

Additional Assessments expected to be included in the new Real Estate base total $272.8 million, or a
levy increase of $3.0 million, and include both prorated assessments and additional supplemental
assessments. Prorated assessments are supplemental assessments that include assessments which are
made during the year for new construction that is completed subsequent to finalizing the original
assessment book.

Exonerations, Certificates and Tax Abatements are anticipated to reduce the Real Estate assessment base
by $766.2 million in FY 2014, resulting in a reduction in levy of $8.4 million.

Mosaic District Community Development Authority (CDA) was created to assist commercial
investment in the Merrifield area of the County. The Mosaic CDA is funded with tax increment financing
which reduces the taxable value of property in the district. The reduction is based on the current assessed
property value in the CDA compared to the property value in 2007 when the district was created. In
FY 2014, the CDA reduces the assessment base by $204.1 million and the tax levy by $2.2 million. For
more information, see Fund 70040 in Volume 2 of the budget.

Tax Relief for the Elderly and Disabled is projected to reduce the Real Estate assessment base in FY 2014
by $2,492.8 million. The reduction in tax levy due to the Tax Relief program is approximately $27.3
million at the proposed tax rate of $1.095 per $100 of assessed value. In FY 2014, the income limits of the
Tax Relief program provide 100 percent exemption for elderly and disabled taxpayers with incomes up to
$52,000; 50 percent exemption for eligible applicants with income between $52,001 and $62,000; and 25
percent exemption if income is between $62,001 and $72,000. The allowable asset limit in FY 2014 is
$340,000 for all ranges of tax relief. Veterans, who have a 100 percent permanent and total disability
related to military service, or their surviving spouse, are eligible for full Real Estate Tax relief regardless
of income or assets. The table below shows FY 2014 income and asset thresholds for the Tax Relief
Program for the Elderly and Disabled.
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FY2014
Real Estate Tax Relief for the Elderly and Disabled
Asset Percent

Income Limit Limit Relief
Elderly and Disabled Up to $52,000 $340,000 100%
Over $52,000 to $62,000 50%
Over $62,000 to $72,000 25%
100% Disabled Veterans or No Limit No Limit 100%

Surving Spouse

The FY 2014 local assessment base of $203,882,791,700 is derived from the main assessment book and
subsequent adjustments discussed above. From this local assessment base, a local tax levy of
$2,232,516,569 is calculated using the proposed tax rate of $1.095 per $100 of assessed value. Based on an
expected local collection rate of 99.65 percent, revenue from local assessments is estimated to be
$2,224,702,761. In FY 2014, every 0.01 percentage point change in the collection rate on the locally
assessed Real Estate Tax levy yields a revenue change of $0.2 million, while every penny on the tax rate
yields $20.65 million in revenue.

Added to the local assessment base is an estimated $851,084,042 in assessed value for Public Service
Corporations (PSC) property. Using the proposed rate of $1.095 per $100 of assessed value, the tax levy
on PSC property is $9,319,370. The collection rate on PSC property is expected to be 100.0 percent.

The total assessment base, including Public Service Corporations, is $204,733,875,742, with a total tax levy
of $2,241,835,939 at the proposed tax rate of $1.095 per $100 of assessed value. Estimated FY 2014 revenue
from the Real Estate Tax, including receipts from Public Service Corporations, totals $2,234,022,131 at the
proposed tax rate of $1.095 per $100 of assessed value. Of this amount, the approximate value of one-half
cent on the Real Estate Tax rate, $10,330,000, has been directed to Fund 30300, The Penny for Affordable
Housing Fund.
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FY 2014 Estimated Real Estate Assessments and Tax Levy

FY 2014 Tax Levy at
$1.095/$100 of
Assessed Value Assessed Value
FY 2013 Real Estate Book $200,263,343,910 $2,192,883,616
FY 2014 Equalization 5,259,354,660 57,589,934
FY 2014 Growth 1,550,446,230 16,977,386
TOTAL FY 2014 REAL ESTATE BOOK $207,073,144,800 $2,267,450,936
Exonerations ($632,750,214) ($6,928,615)
Certificates (3,157,973) (34,580)
Tax Abatements (130,262,449) (1,426,374)
Subtotal Exonerations ($766,170,636) ($8,389,569)
Supplemental Assessments $272,756,001 $2,986,678
Mosaic District TIF ($204,109,200) ($2,234,996)
Tax Relief ($2,492,829,265) ($27,296,480)
Local Assessments $203,882,791,700 $2,232,516,569
Public Service Corporation $851,084,042 $9,319,370
TOTAL $204,733,875,742 $2,241,835,939

Total General Fund revenue from the Real Estate Tax is $2,223,692,131, which reflects an overall collection
rate of 99.65 percent. The total collection rates experienced in this category since FY 1999 are shown in the
following table:

Real Estate Tax Collection Rates

Fiscal Year Collection Rate Fiscal Year Collection Rate
1999 99.50% 2007 99.64%
2000 99.63% 2008 99.66%
2001 99.53% 2009 99.66%
2002 99.65% 2010 99.71%
2003 99.67% 2011 99.67%
2004 99.61% 2012 99.69%
2005 99.62% 2013 (estimated)’ 99.64%
2006 99.62% 2014 (estimated)’ 99.65%

YInEy 2014, every 0.1 percentage point change in the collection rate yields a revenue change of $2,232,517.
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The Commercial/Industrial percentage of the County’s FY 2014 Real Estate Tax base is 19.96 percent, a
decrease of 0.81 percentage points from the FY 2013 level of 20.77 percent. Commercial/Industrial
property values as a percentage of the Real Estate Tax base have decreased as a result of the larger
increases experienced in the residential portion of the Real Estate Tax base. The Commercial/Industrial
percentage is based on Virginia land use codes and includes all nonresidential property except multi-
family rental apartments, which make up 5.62 percent of the County’s Real Estate Tax base in FY 2014.
Fairfax County’s historical Commercial/Industrial percentages are detailed in the following table:

Commercial/Industrial Percentages

Fiscal Year Percentage Fiscal Year Percentage
1998 21.84% 2007 17.22%
1999 24.32% 2008 19.23%
2000 25.37% 2009 21.06%
2001 24.84% 2010 22.67%
2002 21.97% 2011 19.70%
2003 19.14% 2012 19.64%
2004 18.20% 2013 20.77%
2006 17.36% 2014 19.96%

FY 2013 Real Estate Revenue
The FY 2013 Real Estate estimate was decreased $0.3 million during the fall 2012 revenue review as a
result of final Public Service Corporation assessments by the Commonwealth of Virginia.

PERSONAL PROPERTY TAX-CURRENT

FY 2012 FY2013 FY2013 FY2014 Increase/ Percent

Actual Adopted Revised Advertised (Decrease) Change
Paid Locally $303,137,261 $332,089,828 $331,245,982 $337,026,342 $5,780,360 1.75%
Reimbursed by State 211,313,944 211,313,944 211,313,944 211,313,944 0 0.0%
Total $514,451,205 $543,403,772 $542,559,926 $548,340,286 $5,780,360 1.07%

The FY 2014 Advertised Budget Plan estimate for Personal Property Tax revenue of $548,340,286
represents an increase of $5,780,360, or 1.1 percent, over the FY 2013 Revised Budget Plan. The increase is
primarily due to an increase in the vehicle levy based on analysis of vehicles currently in the County
valued with information from the National Automobile Dealers Association, as well as an increase in the
Business Personal Property levy. In addition, the proposed $0.02 increase in the Real Estate Tax rate to
$1.095 per $100 of assessed value impacts two classes of personal property: mobile homes and non-
vehicle Public Service Corporation property resulting in a revenue increase of $0.5 million.

The Personal Property Tax on vehicles represents 73 percent of the total assessment base in FY 2014. The
vehicle component is comprised of two parts, that which is paid locally and that which is reimbursed by
the Commonwealth of Virginia to the County as a result of the Personal Property Tax Relief Act (PPTRA)
of 1998. The PPTRA reduces the Personal Property Tax paid on the first $20,000 of the value for vehicles
owned by individuals. In FY 1999, the first year of implementation, taxpayers were billed for the entire
amount of tax levy and received a refund of 12.5 percent of the tax on the first $20,000 of the value of their
personal vehicle from the Commonwealth of Virginia. Vehicles valued less than $1,000 were refunded
100 percent. From FY 2000 to FY 2002, the PPTRA reduced the Personal Property Taxes paid by citizens
by 27.5 percent, 47.5 percent, and 70 percent, respectively, with an offsetting reimbursement paid to the
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County by the Commonwealth. Under the original approved plan, taxes paid by individuals were to be
reduced by 100 percent in FY 2003. However, due to the Commonwealth’s lower than anticipated
General Fund revenue growth, the reimbursement rate remained at 70 percent in FY 2003 through
FY 2006. The 2004 General Assembly approved legislation that capped statewide Personal Property Tax
reimbursements at $950 million in FY 2007 and beyond. Fairfax County’s allocation has been set at $211.3
million based on the County’s share of statewide tax year 2005 collections. Each year County staff must
determine the reimbursement percentage based on the County’s fixed reimbursement from the state and
an estimate of the number and value of vehicles that will be eligible for tax relief. As the number and
value of vehicles in the County vary, the percentage attributed to the state will vary. Based on a County
staff analysis, the effective state reimbursement percentage was 66.67 percent, 67.0 percent, and 68.5
percent in FY 2007, FY 2008 and FY 2009, respectively. The reimbursement percentage was set at 70.0
percent in both FY 2010 and FY 2011, and at 68.0 percent in FY 2012. Due to a continued increase in
vehicle volume and average levy, the FY 2013 reimbursement percentage was lowered to 63.0 percent,
where it remains for FY 2014.

Annual percentage changes in total Personal Property Tax revenues are shown in the following graph.

Annual Percent Change -
Current Personal Property Tax Revenue
FY 2004 - FY 2014
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Total Personal Property Tax revenue rose just 0.5 percent in FY 2004 due to the stalled economy coupled
with an enhanced computer depreciation schedule that reduced business levy. In FY 2005, Personal
Property Tax revenue fell 1.1 percent from the FY 2004 level as a result of faster depreciation of vehicles
and a decrease in the business levy due to reduced equipment purchases. Personal Property recovered
and receipts grew 6.0 percent and 5.5 percent in FY 2006 and FY 2007, respectively. As the economy
began to slow, Personal Property Tax receipts rose modestly in FY 2008 and FY 2009 at rates of 0.3 percent
and 1.3 percent, respectively. In FY 2010, receipts decreased 4.0 percent mainly as a result of a significant

FY 2014 Fairfax County Advertised Budget Plan (Overview) - 120



General Fund Revenue Overview

& o
A 4 a4

decline of 10.8 percent in average vehicle levy reflecting the downturn in the economy in calendar year
2009. FY 2011 Personal Property Tax receipts increased 1.1 percent due to an increase in the average
vehicle levy, partially offset with a decrease in business volume and average business levy. FY 2012
Personal Property Tax receipts increased 2.6 percent due to an increase in both the average vehicle and
business levies. In FY 2013, receipts are anticipated to increase 5.5 percent mainly as a result of a rise of
6.8 percent in the vehicle levy. A reduction in the supply of new vehicles increased prices of both new
and used automobiles. The decrease in supply was a result of a decline in U.S. auto production due to
the slowdown in the economy and the earthquake and tsunami in Japan, which not only impacted
Japanese automakers but also U.S. automakers that rely on parts from Japan. This situation caused the
value of many used vehicles to depreciate less than what traditionally has been experienced and resulted
in some vehicles actually appreciating over the year. This was not unique to Fairfax County, but was
experienced nationwide. Total FY 2014 Personal Property Tax revenue is projected to increase 1.1
percent. The vehicle component, which comprises nearly 73 percent of total Personal Property levy, is
expected to increase a modest 0.9 percent as there is no longer a lack of vehicle supply and deprecation of
vehicles has returned to more normal levels. Total vehicle volume is forecast to increase 0.7 percent in
FY 2014, a rate similar to that over the past two years.

Changes in vehicle volume and average vehicle levy since FY 2004 are shown in the following table.

Fairfax County
Personal Property Vehicles

% Change in Vehicle | Average Vehicle % Change in
Fiscal Year Volume Levy Average Levy
FY 2004 (0.7%) $389 5.4%
FY 2005 1.4% $379 (2.6%)
FY 2006 (0.9%) $411 8.4%
FY 2007 (0.6%) $431 4.9%
FY 2008 (0.1%) $424 (1.6%)
FY 2009 0.8% $434 2.4%
FY 2010 0.1% $387 (10.8%)
FY 2011 0.9% $397 2.6%
FY 2012 0.7% $411 3.5%
FY 2013 (est.) 0.7% $436 6.1%
FY 2014 (est.) 0.7% $437 0.2%

Business Personal Property is primarily comprised of assessments on furniture, fixtures and computer
equipment. Due to concerns regarding federal budget cuts, existing businesses are anticipated to rise a
modest 0.8 percent in FY 2014.

In accordance with assessment principles and the Code of Virginia, which require that property is taxed
at fair market value, the Department of Tax Administration (DTA) reviews the depreciation rate schedule
for computer hardware due to the speed with which computer values change. The current schedule
depreciates computer equipment 50 percent, one year after acquisition. In subsequent years, the percent
of the original purchase price taxed is 35 percent, 20 percent, and 10 percent, in year two, three and four,

respectively. After five or more years, computer equipment is valued at 2 percent of its original
acquisition price.

FY 2014 Fairfax County Advertised Budget Plan (Overview) - 121



General Fund Revenue Overview

o
a4

&
A 4

Personal Property Tax revenue estimates are based on a tax rate of $4.57 per $100 of valuation for vehicles
and business property, and a tax rate of $1.095 per $100 of valuation for mobile homes and non-vehicle
Public Service Corporations properties. The following table details the estimated assessed value and
associated levy for components of the Personal Property Tax.

FY 2014 Estimated Personal Property Assessments and Tax Levy

FY2014 Tax Rate FY2014 Percent of

Category Assessed Value (per $100) Tax Levy Total Levy
Vehicles

Privately Owned $9,469,753,879 $4.57 $358,372,382 64.7%

Business Owned 484,277,086 457 17,298,212 3.1%

Leased 893,535,922 457 29,032,063 5.2%

Subtotal $10,847,566,887 $404,702,657 73.0%
Business Personal Property

Furniture and Fixtures $1,817,456,792 $4.57 $82,958,948 15.0%

Computer Equipment 703,987,168 4.57 32,171,754 5.8%

Machinery and Tools 64,723,830 4,57 2,957,879 0.5%

Research and Development 501,154 457 22,903 0.0%

Subtotal $2,586,668,944 $118,111,484 21.3%
Public Service Corporations

Equalized $2,508,385,772 $1.095 $27,466,824 4.9%

Vehicles 9,661,714 457 441,540 0.1%

Subtotal $2,518,047,486 $27,908,364 5.0%
Other

Mobile Homes $16,907,738 $1.095 $185,140 0.1%

Other (Trailers, Misc.) 16,994,996 4,57 709,313 0.1%

Subtotal $33,902,734 $894,453 0.2%
Penalty for Late Filing $3,031,831 0.5%
TOTAL $15,986,186,051 $554,648,789 100.0%

FY 2014 Personal Property Tax assessments including Public Service Corporations are $15,986,186,051,
with a total tax levy of $554,648,789. Personal Property Tax revenue collections are projected to be
$548,340,286, of which $211.3 million will be reimbursed from the state. The collection rate associated

with the taxpayer’s share is estimated to be 98.0 percent.
category since FY 1999 are shown in the following table:
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Personal Property Tax Collection Rates

Fiscal Year Collection Rate Fiscal Year Collection Rate
1999 97.3% 2007 98.3%
2000 97.3% 2008 98.0%
2001 97.1% 2009 97.9%
2002 96.3% 2010 97.8%
2003 96.8% 2011 97.9%
2004 96.9% 2012 98.2%
2005 97.9% 2013 (estimated)’ 98.0%
2006 98.1% 2014 (estimated)’ 98.0%

YEach 0.1 percentage point change in the collection rate on the local tax levy will impact revenues by approximately
$0.3 million, and each penny on the tax rate yields a revenue change of $1.1 million.

FY 2013 Personal Property Revenue
The FY 2013 Real Estate estimate was decreased $0.8 million during the fall 2012 revenue review as a
result of final Public Service Corporation assessments by the Commonwealth of Virginia.

BUSINESS, PROFESSIONAL AND OCCUPATIONAL LICENSE TAX-CURRENT

FY2012 FY 2013 FY 2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$149,738,567 $157,688,748 $154,979,417 $158,779,005 $3,799,588 2.5%

The FY 2014 Advertised Budget Plan estimate for Business, Professional, and Occupational License Taxes
(BPOL) is $158,779,005 and reflects an increase of 2.5 percent, over the FY 2013 Revised Budget Plan.

As shown in the chart below, BPOL receipts experienced healthy growth in FY 2004 through FY 2006,
averaging 10.2 percent per year. This strong growth reflected increases in federal government
procurement spending, as well as the robust housing market. Growth in BPOL receipts moderated to
5.9 percent and 4.4 percent in FY 2007 and FY 2008, respectively. In FY 2009, BPOL receipts were up just
1.2 percent over FY 2008. This modest rate of growth reflected the downturn in the local economy late in
2008. In FY 2010, BPOL receipts, which were based on the gross receipts of businesses in calendar year
2009, fell 1.0 percent. Growth of 4.7 percent in FY 2011 BPOL receipts reflected the improvement in local
economic conditions. Receipts moderated in FY 2012, increasing 3.2 percent. The Retail category, which
represents over 18 percent of total BPOL receipts, rose 7.0 percent in FY 2012. The combined Consultant
and Business Service Occupations categories, which together represent 46 percent of total BPOL receipts,
increased 3.0 percent in FY 2012. Professional and Specialized Occupations, which include physicians
and attorneys, represent 11 percent of total BPOL and rose a slight 0.6 percent in FY 2012.
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Since County businesses file and pay their BPOL taxes simultaneously on March 1 each year based on
their gross receipts during the previous calendar year, little actual data are available at this time. Based
on actual FY 2012 receipts and an econometric model that uses calendar year Sales Tax receipts and
employment as predictors, the FY 2013 BPOL estimate was lowered $2.7 million during the fall 2012
revenue review and represents a 3.5 percent increase over FY 2012. Growth in BPOL receipts is expected
to slow in FY 2014 due to lower federal procurement spending. The projected 2.5 percent growth in
FY 20014 is consistent with model projections.

DELINQUENT TAXES - REAL ESTATE/PERSONAL PROPERTY/BPOL

FY2012 FY2013 FY2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$27,761,932 $21,026,766 $22,226,766 ($2,773,234) ($25,000,000) (112.5%)

The FY 2014 Advertised Budget Plan estimate for Delinquent Taxes is a net negative $2.8 million, a
decrease of $25.0 million from the FY 2013 Revised Budget Plan. Baseline delinquent collections of $9.9
million in delinquent Real Estate Taxes, $9.3 million in delinquent Personal Property Taxes and $3.2
million in delinquent Business Professional and Occupational Licenses (BPOL) are projected to be offset
by potential refunds totaling $25 million during FY 2014. These potential refunds result from a
significant number of appeals in each of these revenue categories by commercial taxpayers.
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LOCAL SALES TAX
FY2012 FY2013 FY2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$162,839,599 $166,876,306 $166,876,306 $171,377,177 $4,500,871 2.7%

The FY 2014 Advertised Budget Plan estimate for Sales Tax receipts is $171,377,177 and reflects an
increase of 2.7 percent over the FY 2013 Revised Budget Plan. The chart below illustrates that the level of
Sales Tax receipts has varied with economic conditions. From FY 2005 through FY 2007, Sales Tax
receipts experienced moderate growth, increasing at an average annual rate of 4.4 percent. The national
recession began in December 2007 and FY 2008 Sales Tax revenue rose just 1.0 percent, followed by a
decline of 4.4 percent in FY 2009. This was the first decline since FY 2002 and only the third decrease in
over 30 years. Although the national recession was reported to have reached its trough in December
2009, job losses continued and Sales Tax collections fell 2.8 percent in FY 2010. While consumer spending
was weak in the first half of FY 2011, it rebounded strongly in the second half, and Sales Tax receipts rose
3.5 percent for the fiscal year, the first increase since FY 2008. Growth continued in FY 2012 with Sales
taxes rising 5.2 percent, the strongest rate of growth since FY 2005. The FY 2013 estimate for Sales Tax
receipts represents continued but more modest growth of 2.5 percent. This slower projected growth is
based on consumers’ concerns over sequestration and its potential impact on jobs and the economy. For
the first half of FY 2013, sales tax receipts are rising just 2.2 percent. Holiday sales have a significant
impact on this category and February receipts for retail purchases made in December will not be received
by the County until late February. Any necessary adjustments to the FY 2013 estimate will be made as
part of the FY 2013 Third Quarter Review. Sales Tax receipts in FY 2014 are anticipated to rise 2.7 percent
over the FY 2013 estimate. This rate is consistent with Moody’s Analytics projections for an increase in
retail sales in FY 2014.

Annual Percent Change - Sales Tax Revenues
FY 2004 - FY 2014
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RECORDATION/DEED OF CONVEYANCE TAXES

FY2012 FY2013 FY2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$31,023,186 $25,627,223 $27,857,670 $28,136,468 $278,798 1.0%

The FY 2014 Advertised Budget Plan estimate for Recordation and Deed of Conveyance Taxes is
$28,136,468, an increase of $278,798, or 1.0 percent, over the FY 2013 Revised Budget Plan. The FY 2014
estimate is comprised of $23,475,205 in Recordation Tax revenues and $4,661,263 in Deed of Conveyance
Tax revenues. Recordation and Deed of Conveyance Taxes are levied in association with the sale or
transfer of real property located in the County. Recordation Taxes are also levied when mortgages on
property located in the County are refinanced, making Recordation Tax revenues more sensitive to
interest rate fluctuations than Deed of Conveyance Taxes. Home values and interest rate projections are
used in an econometric model that assists in developing estimates for these categories.

Fairfax County’s Deed of Conveyance Tax is assessed at a rate of $0.05 per $100. Local Recordation Taxes
are set at one-third the State’s Tax rate. The County’s Recordation Tax rate was raised from $0.05 to
$0.0833 per $100 of value in FY 2005 as a result of General Assembly action increasing the State’s rate to
$0.25 per $100. The 2012 General Assembly lowered the State Recordation tax rate on mortgage
refinancing transactions from $0.25 to $0.18 per $100 of value effective July 1, 2012; however, all
refinancing transactions are now taxable, whereas previously refinancing with the same lender was
exempt from the tax. The State Recordation Tax rate on home purchases was not reduced and remains at
$0.25 per $100. As a result of this action, the County’s Recordation Tax rate on mortgage refinancing was
reduced from $0.0833 to $0.06 per $100 of value.

During the housing slump, revenue from these categories decreased a combined 18.9 percent in FY 2007,
28.1 percent in FY 2008, 16.4 percent in FY 2009, and a slight 0.7 percent in FY 2010. Primarily due to
increased mortgage refinancing activity as a result of historically low mortgage interest rates, revenues
increased in FY 2011 and FY 2012 by 6.1 percent and 17.6 percent, respectively.

Based on collection trends, the FY 2013 estimate for Recordation Taxes was increased $2.2 million during
the fall 2012 revenue review. The FY 2013 estimate assumes that Recordation Tax collections will decrease
11.5 percent from the FY 2012 level primarily due to the lower tax rate on mortgage refinancing
transactions noted above. The FY 2013 estimate will be reviewed during the FY 2013 Third Quarter Review
to determine if further adjustment to the current estimate is necessary.

FY 2014 revenue from Deed of Conveyance and Recordation Tax is expected to increase 1.0 percent over

the projected FY 2013 level based on the expectation that interest rates will remain low and mortgage
refinancing activity will continue.
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Note: In FY 2005, the Recordation Tax was increased from $0.05 per $100 of value to $0.0833 per $100 of value.

CONSUMER UTILITY TAXES - GAS AND ELECTRIC

FY 2012 FY2013 FY2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$44,880,564 $46,490,044 $45,104,967 $45,330,492 $225,525 0.5%

The FY 2014 Advertised Budget Plan estimate for Consumer Utility Taxes on gas and electric services of
$45,330,492 represents an increase of $225,525, or 0.5 percent, over the FY 2013 Revised Budget Plan. The
FY 2014 estimate is comprised of $36,424,974 in taxes on electric service and $8,905,518 in taxes on gas
service. County residents and businesses are subject to Consumer Utility Taxes based on their
consumption of electricity and gas services. Tax rates by customer class are shown in the table below.
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CONSUMER UTILITY TAXES ON ELECTRICITY AND NATURAL GAS

ELECTRICITY NATURAL GAS
Electric Power Monthly Tax Natural Gas Monthly Tax
Customer Class FY2001-FY2014 Customer Class FY2001-FY2014
Residential $0.00605 per kWh Residential $0.05259 per CCF
Minimum +$0.56 per bill Minimum +$0.56 per bill
Maximum $4.00 per bill Maximum $4.00 per bill
Master Metered Master Metered
Apartments $0.00323 per kWh Apartments $0.01192 per CCF
Minimum +$0.56 / dwelling unit Minimum +$0.56 / dwelling unit
Maximum $4.00 / dwelling unit Maximum $4.00 / dwelling unit
Commercial $0.00594 per kWh Nonresidential $0.04794 per CCF
Minimum +$1.15 per bill Minimum +$0.845 per bill
Maximum $1,000 per bill Maximum $300 per bill
Nonresidential
Industrial $0.00707 per kWh Interruptible $0.00563 per CCF
Minimum +$1.15 per bill Minimum +$4.50 per meter
Maximum $1,000 per bill Maximum $300 per meter

Revenue from Consumer Utility Taxes on gas and electric services from FY 2002 to FY 2008 grew at an

average annual rate of 1.4 percent.

Receipts in FY 2009 fell 5.6 percent, while receipts in FY 2010

increased 6.0 percent due to an adjustment to align receipts in the proper fiscal year. Absent the
adjustment, FY 2010 receipts were essentially level with FY 2008 collections. The FY 2011 receipts rose a
slight 0.7 percent, while collections fell 1.2 percent in FY 2012 primarily due to mild winter weather.
During the fall 2012 revenue review, the FY 2013 estimate was reduced $1.4 million reflecting an increase
of 0.5 percent over FY 2012 receipts. For the first five months of FY 2013, receipts are down 0.6 percent. If
collections continue to fall, this category may need to be adjusted during the FY 2013 Third Quarter
Review. The FY 2014 estimate represents a 0.5 percent increase over the FY 2013 estimate based on
historical collection trends.
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COMMUNICATIONS SALES AND USE TAX

FY2012 FY2013 FY2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$47,017,386 $50,724,263 $48,526,451 $48,526,451 $0 0.0%

The FY 2014 Advertised Budget Plan estimate for the Communications Sales and Use Tax of $48,526,451
represents no change from the FY 2013 Revised Budget Plan. This statewide tax was first implemented in
January 2007, after the 2006 Virginia General Assembly session approved legislation that changed the
way in which taxes are levied on communications services. Based on this legislation, local taxes on land
line and wireless telephone services were replaced with a 5 percent statewide Communication Sales and
Use Tax. In addition to the communications services previously taxed, the 5 percent Communication
Sales and Use Tax applies to satellite television and radio services, internet calling and long-distance
telephone charges. As part of this legislation, local E-911 fees were repealed and replaced with a
statewide $0.75 per line fee. These rates were meant to provide revenue neutrality with FY 2006 receipts.
All communications taxes are remitted to the state for distribution to localities based on the locality’s
share of total statewide FY 2006 collections of these taxes. Based on analysis by the Virginia Auditor of
Public Accounts, Fairfax County’s share has been set at 18.93 percent. Of the total amount of the
Communications Tax, the Cable Franchise Fees are directed to Fund 40030, Cable Communications. Of
the remaining tax, approximately 25 percent is deposited in Fund 40090, E-911, and 75 percent in the
General Fund, which is presented here.
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Since its inception, this statewide tax has been fraught with errors in under-reporting by some providers
and over-collection by others. The Commonwealth found that revenue during FY 2007 was lower than
anticipated due to errors in reporting the tax by two large communications providers which resulted in
an under-collection of the statewide tax during FY 2007 and part of FY 2008. These providers remitted
back taxes and corrected the errors in FY 2008. In FY 2009, the Virginia Department of Taxation verified
that taxes totaling $21.3 million statewide had been collected by service providers from entities that
should have been tax exempt. Therefore, refunds were made over four months spanning FY 2009 and
FY 2010. Fairfax County’s share of the refunds was $4.0 million. Due in part to the refunds, Fairfax
County’s receipts fell 3.9 percent in FY 2009 and another 3.2 percent in FY 2010. FY 2011 collections
declined an additional 2.6 percent. FY 2012 receipts fell 7.3 percent, as a $14.3 million statewide refund
was processed relating to the erroneous collection of taxes on data services by a wireless provider. The
County’s share of this refund was $2.7 million. Even without the refunds, collections in FY 2012 would
have been lower possibly due to continued declines in land line telephones. During the fall 2012 revenue
review, the FY 2013 Communication Sales Tax was reduced $2.2 million based on year-to-date receipts.
FY 2014 revenue is expected to remain at the FY 2013 level.

VEHICLE REGISTRATION LICENSE FEE - CURRENT AND DELINQUENT

FY2012 FY2013 FY2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$26,354,485 $27,871,714 $26,354,485 $26,612,402 $257,917 1.0%

The FY 2014 Advertised Budget Plan estimate for Vehicle Registration Fee revenue of $26,612,402
represents an increase of $257,917, or 1.0 percent, over the FY 2013 Revised Budget Plan. Fairfax County
levies the fee at the maximum rates allowed by the Commonwealth, which are $33 for passenger vehicles

that weigh 4,000 pounds or less and $38 on passenger vehicles that weight more than 4,000 pounds. In
addition, fees are $18 for motorcycles and $25 for buses used for transportation to and from church. The
County does not require the display of a decal on the vehicle.

Payment of Vehicle Registration License Fees is linked to the payment of Personal Property Taxes on
October 5 each year. Vehicles owned by disabled veterans, members of volunteer fire departments and
auxiliary police officers are exempt from the fee.

Based on FY 2012 year-end revenue and current collection trends, the FY 2013 estimate for the Vehicle
Registration License fee was decreased $2.5 million during the fall 2012 revenue review to the FY 2012
level. The FY 2014 estimate represents an increase of 1.0 percent based on the increase in projected
vehicle volume and collections of delinquent fees.

TRANSIENT OCCUPANCY TAX
FY2012 FY2013 FY 2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$19,576,387 $19,456,410 $20,163,679 $20,768,589 $604,910 3.0%

The FY 2014 Advertised Budget Plan estimate for Transient Occupancy Tax of $20,768,589 represents an
increase of $604,910, or 3.0 percent, over the FY 2013 Revised Budget Plan. Transient Occupancy Taxes are
charged as part of a hotel bill and remitted by the hotel to the County. The Transient Occupancy Tax has
been levied at 4 percent since the Virginia General Assembly permitted the Board of Supervisors to levy
an additional 2.0 percent Transient Occupancy Tax in FY 2005. A portion, 25 percent, of the additional 2.0
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percent must be appropriated to a nonprofit convention and visitors” bureau located in the County. The
remaining 75 percent must be used by the County to promote tourism. During the fall 2012 revenue
review, the FY 2013 estimate was increased $0.6 million, reflecting 3.0 percent growth over FY 2012,
which rose 6.7 percent. The FY 2014 estimate assumes a continuation of modest growth and reflects a 3.0
percent increase over FY 2013.

PERMITS, FEES AND REGULATORY LICENSES

FY2012 FY 2013 FY 2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$36,843,892 $34,902,539 $34,647,734 $35,193,936 $546,202 1.6%

The FY 2014 Advertised Budget Plan estimate for Permits, Fees, and Regulatory Licenses of $35,193,936
reflects an increase of $0.5 million, or 1.6 percent over the FY 2013 Revised Budget Plan. The increase is
primarily due to a modest rate increase in Land Development Services (LDS) fees that is projected to
generate $480,000. On average, fees are set to rise 2.8 percent in FY 2014. In addition, various other
permits and fees such as Fire Marshal Fees and Fire Prevention Code Permits are expected to experience
slight growth in FY 2014.

LDS fees for building permits, site plans, and inspection services make up over two-thirds of the Permits,
Fees, and Regulatory Licenses category. Changes in LDS fee revenue typically track closely to the current
conditions of the real estate market and construction industry, as well as the size and complexity of
projects submitted to LDS for review. The FY 2013 estimate for LDS fee revenue remains unchanged from
the adopted level of $24.7 million, an 8.2 percent decrease from the FY 2012 based on year-to-date
collections.

The FY 2013 estimate for Permits, Fees and Regulatory Licenses was reduced $0.3 million during the fall
2012 revenue review as a result of lower than projected Zoning Fees. Zoning Fee revenue was reduced
$0.3 million to $2.6 million, the same level achieved in FY 2012. The Zoning Fee schedule is being refined
in FY 2014 and based on a consistent level of zoning activity, revenue is estimated to fall a slight $30,000.

INVESTMENT INTEREST

FY2012 FY 2013 FY 2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$14,355,548 $13,141,516 $13,141,516 $11,320,530 ($1,820,986) (13.9%)

The FY 2014 Advertised Budget Plan estimate for Investment Interest is $11,320,530 and reflects a
decrease of $1,820,986, or 13.9 percent, from the FY 2013 Revised Budget Plan. Revenue from this category
is a function of the amount invested, the prevailing interest rates earned on investments, and the
percentage of the total pooled investment portfolio attributable to the General Fund.

Revenue from Interest on Investments is highly dependent on Federal Reserve actions. From 2004 to
2006, the Federal Reserve increased interest rates from 1.0 percent to 5.25 percent in an effort to stem
inflation. As a result of higher rates, the annual average yield on County investments was 5.1 percent in
FY 2007, and revenue from Interest on Investments was a record high of $92.1 million. In FY 2008, the
County’s portfolio generated $78.2 million for the General Fund, with an average annual yield of 4.46
percent. The federal funds rate has remained unchanged since the end of 2008, when it was set at 0.0 to
0.25 percent, it's lowest in history. The yield earned in FY 2009 was 2.1 percent and General Fund
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revenue from Investment Interest was $36.5 million. In FY 2010, the County’s portfolio generated $16.8
million for the General Fund, with an average annual yield of 0.89 percent. The yield continued to fall in
FY 2011 and FY 2012 to 0.78 percent and 0.60 percent respectively.

Interest on Investments is anticipated to be $13.1 million in FY 2013, a decrease of $1.8 million from the
$14.3 million earned in FY 2012. While the projected annual yield of 0.60 percent is the same as FY 2012,
the size of the portfolio is anticipated to drop slightly. Based on statements by the Federal Reserve, the
federal funds rate is expected to remain at ultra-low levels in FY 2013 and FY 2014. The EY 2014
Advertised Budget Plan estimate for Investment Interest of $11.3 million is based on a projected average
yield of 0.50 percent, a portfolio size of $2,730,493,626 and a General Fund percentage of 70.1 percent. All
available resources are pooled for investment purposes and the net interest earned is distributed among
the various County funds, based on the average dollars invested from each fund as a percentage of the
total pooled investment. Total Interest on Investments for all funds is estimated to be $15.7 million in
FY 2014. The following table shows the yield earned on investments since FY 2004.

Average AnnualYield Earned on Investments
FY2004-FY 2014
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CHARGES FOR SERVICES
FY2012 FY2013 FY 2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$69,627,663 $70,095,102 $70,768,878 $72,690,493 $1,921,615 2.7%

The FY 2014 Advertised Budget Plan estimate for Charges for Services revenue is $72,690,493, an increase
of $1,921,615, or 2.7 percent, over the FY 2013 Revised Budget Plan. This increase is primarily the result of
increases in School Age Child Care (SACC) fees and Rec-PAC Program fees. These revenue
enhancements are in lieu of implementing further reductions to balance the budget.

SACC fees for after school care for elementary school children will increase 5.0 percent beginning July 1,
2013. This fee increase is anticipated to increase revenue by $1.7 million to $36.0 million in FY 2014. Rec-
PAC program fees will also be adjusted. Rec-PAC is the Park Authority's summer recreation program for
elementary school children. Rec-PAC fees are on a sliding scale based on household income level and
currently range from $33 to $109 per week. A new fee structure will be developed to generate an
additional $94,000 while minimizing the impact for lower-income families.

During the fall 2012 revenue review, Charges for Services was increased $0.7 million primarily due to an
increase in expected County Clerk Fees based on year-to-date receipts which were higher than

anticipated as a result of continued strong refinancing activity.

REVENUE FROM THE COMMONWEALTH,/FEDERAL GOVERNMENT"

FY2012 FY 2013 FY 2013 FY2014 Increase/
Actual Adopted Revised Advertised (Decrease) Percent Change
$133,595,146 $130,211,732 $130,434,873 $117,566,483 ($12,868,390) (9.9%)

! Excludes Personal Property Taxes that are reimbursed by the Commonwealth as a result of the Personal Property Tax Relief Act of 1998.
See the "Personal Property Tax - Current" heading in this section.

The FY 2014 Advertised Budget Plan estimate for Revenue from the Commonwealth and Federal
Government of $117,566,483 reflects a net decrease of $12,868,390, or 9.9 percent, from the FY 2013 Revised
Budget Plan. This decrease is primarily due to a decrease of $13.3 million for the Child Care Assistance
and Referral Program. As a result of the implementation of a statewide automated case management and
payment system, the state will be making payments for state funded subsidized child care services
directly to providers. This revenue decrease is entirely offset with a corresponding decrease in
expenditures. Partially offsetting this decrease is an increase in Comprehensive Services Act funding of
$0.1 million based on higher usage of community-based youth services which have a higher state match
rate than residential placements. In addition, a $350,000 increase results from a decrease in the cut in
state aid to localities. Statewide the reduction in state aid to localities was reduced from $50 million to
$45 million in FY 2014 during the 2012 General Assembly session. This cut requires localities to choose
the funding stream in which to make the reduction or to remit payment to the state. The Governor’s
proposed budget released in December 2012 eliminates this cut entirely in FY 2014 but it has not yet been
approved by the Virginia General Assembly.

FY 2014 Fairfax County Advertised Budget Plan (Overview) - 133





