
Analyzing the Governor’s Introduced Budget

Virginia Association of Counties

Fiscal Analytics, Ltd.

January 23, 2025



Where Do State Finances Stand Today?

• Fourth year in a row of a large GF revenue surplus above 
the adopted budget ($1.2 bil. in FY 2024).

• Positive wage and salary growth currently expected in 
Virginia for the 2024-26 biennium.

• Still $4.2 billion in mandatory and voluntary GF reserves 
(15% of the GF) even after $1 billion transferred to the GF 
during the 2024-26 biennium.

• Virginia Retirement System finances have improved –
Teacher funded status currently 84% with rate at 14.2%

• Significant unused debt capacity available ($1.31 bil. new 
debt capacity available each year of biennium).

• Structural budget balance between expected revenues and 
current level of ongoing appropriations.
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The Introduced Budget has $4.73 Bil. in Additional GF 
Resources for the 2024-26 Biennium Budget

• $1.46 bil. in additional balances forward (FY 24 revenue surplus 
and unspent appropriations)
– Contingent appropriations from surplus for I-81 ($175 mil.) and 

WQIF included in introduced budget – although $400 mil. in WQIF 
funding used to replace existing bond financing.

• Revenue forecast plus transfers, increased by $3.27 billion due to 
higher FY 2024 revenue base and higher growth in FY 25.  Even 
still, this is a conservative revenue forecast.
– Assumes GF revenues grow by 4.1% in FY 25 and 2.5% in FY 26.  

 

• New revenue forecast assumes continued economic growth – albeit 
slowing. FY 2024 Virginia wage and salary growth was 6.8 percent.  
Budget conservatively forecasts wage and salary growth of 4.7 
percent in FY 2025 and 3.5 percent in FY 2026.

• Forecasting the economy is fraught with uncertainty, but the forecast 
for income tax non-withholding continues to be very conservative.



Conservative Economic Growth

 Is Assumed in the Introduced Budget
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Source: Secretary Cummings presentation to Joint Committee, December 18, 2024.



YTD GF Revenue Growth Points to 

Continued Strong Revenues ($ Mil.)
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Note: January thru June revenues need to grow only 1.9% to meet the introduced budget forecast.



Growth in GF Revenues Has Been Significant
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Proposed GF Spending Increased

 by $4.7 Billion in the Introduced Budget
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Introduced Budget Assumes

 Long-Term Structural Balance ($ Mil.)
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Note: Car tax credit proposal assumed as income tax refunds after fiscal year 2028. 
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Chapter 2 K-12 Spending Items Expanded

 in the Adopted 2024-26 Biennium Budget

• 3% salary increase each year for state share of SOQ instructional and support positions 
(localities must provide at least 1.5% for prorated share): $546 mil.

• Expand at-risk add-on and combine with the PIR per JLARC recommendation: $371 
mil.*

• Improve English learner staffing standards: $72 mil.

• Expand reading specialist staffing standard: $61 mil.

• $80 mil. each year into school construction fund from casino revenues

• Authorizes $200.0 million in FY 2025 and $50.0 million in FY 2026 in literary fund 
school construction loans. Language also requires interest rates for these loans to be 
discounted yet responsive to market rates.

Child Care:

• Use GF support for child care subsidy program after federal funding expires: $436 mil. 
Use GF to support mixed delivery services after federal funding expires: $58 mil.

* These payments shall be distributed based on the estimated number of At-Risk students, based on (1) the most recent three-year average Identified Student 
Percentage, applying a 1.25 multiplier factor , and (2) including one quarter of students identified as English language learners. The At-Risk Program shall 
provide each school division the state share of an 11.0 percent basic-aid add-on per estimated At-Risk student. In addition, the program shall provide each 
school division the state share of a payment equal to a 0.0 to 37.0 percent basic-aid add-on per estimated At-Risk student, with each school division's add-on 
percentage determined based upon the school division's concentration of At-Risk students relative to all other school divisions.



…But Not Much K-12 GF Change ($286 m) in the 

Revised Budget, Despite $4.7 Bil. in Additional Funding

Increases:

• Update English Language Learner data - $110.7 mil. 

• Update sales tax revenue for public education - $38.4 mil.

• Update ADM projections based on actual Fall Membership - $33.8 mil.

• Implement new state assessment contract - $66.0

• Establish School Performance and Support Framework Resource Hub - $51.3

• Provide Virginia Opportunity Scholarships - $50.0

• Establish new Lab Schools in partnership with Historically Black Colleges and Universities - 

$25.0

• Support Virginia's Visualization and Analytics Solution - $5.0

• $290 mil. (NGF) in additional casino and Literary fund revenues for local school construction

Decreases:

• Update Lottery proceeds for public education – ($63.3)

• Update the cost of Lottery-funded programs – ($22.2)

• Update costs of Incentive programs – ($4.9)

• Update program participation for Remedial Summer School – ($2.9)

• Update sales tax distribution for school age population – ($1.6)
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Other Major Spending Priorities 

Proposed in the Introduced Budget
• $1.37 bil. in capital outlay/maintenance spending, including $400 mil. for wastewater bond 

supplanting.

• $1.1 bil. to seed a car tax income tax credit for 3 years ($370 mil. per year) that is expected to be 
funded through regular revenue growth thereafter.

• $599 mil. for Medicaid utilization and inflation net of increased Virginia Health Care Funds

• $295 mil. to appropriate the required Revenue Reserve Fund deposit – GA may reappropriate for 
other uses

• $175 mil. contingent appropriation for Interstate 81 improvements

• $131 mil. for Dept. of Taxation replacement of revenue management system

• $105 mil. for Children Services Act estimated sum sufficient increases for at-risk youth

• $90 mil. for higher education military family tuition waivers

• $55 mil. for improvements to the behavioral/mental health system

• $50 mil to expand the Virginia Business Ready Sites Program

• $50 mil. to Richmond Combined Sewer Overflow project

• $48 mil. for DMAS medical assistance services for low-income children utilization and inflation

• $44 mil. for Water Quality Improvement Fund deposits from surplus revenues 

• $41 mil. for DMAS Fund Family Access to Medical Insurance Security utilization and inflation

• $35 mil. to support life sciences in the Commonwealth

• $25 mil. to capitalize the Disaster Assistance Fund 

• $15 mil. to community colleges to sustain and expand high school student access to community 
college dual enrollment and workforce credential programs
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Other Unfunded Spending Priorities 

Identified by the Money Committees

• $222 mil. - address K-12 support cap 

• $140 mil. - Increase K-12 special education supports

• $120 mil. - Address Childcare Subsidy Waitlist 

• $10-50 mil. - Support Investments in Affordable Housing

• $15 mil. - Healthcare Initiatives (Rural and Maternal)

• $28 mil. Personal Care Attendants – Add’l 3% Increase

• $70 mil. -  Implement Paid Family and Medical Leave

• $54 mil. - Increase Minimum Wage to $15.00 (6-month impact)

• $60 mil. - Collective Bargaining

• $10-25 mil. -  Operating needs within existing natural resources programs

• $100 - 200 mil. - Transportation Investments (One-Time)

• $116 mil. - 1% bonus for teachers and state employees

• $122 mil. - 1% salary increase for teachers and state employees
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Recent Tax Reductions in Virginia
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Introduced Budget Tax Policy Changes 
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Note: If adopted, the proposal to implement Market Based Sourcing would not impact GF revenues in the 2024-26 biennium. 
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