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Memorandum 
 
To:  County Board of Arlington, Virginia  Date: April 8, 2014 

From: Barbara M. Donnellan, County Manager 

Subject: Third Quarter Review of Fiscal Year 2014 

Summary 
With the third quarter of FY 2014 just completed, we have reviewed revenues to date, analyzed 
Business, Professional and Occupational License (BPOL) receipts, and forecasts of other revenues 
included in the FY 2015 Manager’s Proposed Budget.  The total funding available to the County 
Board from both Mid-Year and 3rd Quarter is $27.5 million in one-time funds, at current tax 
rates, and no additional ongoing funds for FY 2015.  The 3rd quarter re-estimate provides an 
additional $9.5 million to the County.  This increase is primarily due to the recommendation to 
release the Sequestration/Economic Stabilization contingent balance remaining in FY 2014 ($8.0 
million).  Of these contingent funds however; I am recommending that $3.5 million be carried over 
and set-aside in a similar contingent for FY 2015.  The table below summarizes the monies 
identified at Mid-Year & 3rd Quarter ($27.5 million), County Manager recommended allocations 
($16.9 million), and the unallocated balance ($10.6 million).  The spreadsheet on page 5 details all 
Mid-Year & 3rd Qtr. adjustments. 
 

One-Time Revenues Available 
 

($ millions) 
Total Funds Available $27.5 
C.M. Recommendations in Proposed Budget  
    AHIF ($2.8) 
    Paving ($3.0) 
    Facilities/Parks/Transportation  Maintenance Capital ($3.0) 
    Technology Capital Investments ($1.5) 
    Parks Land Acquisition ($1.5) 

Sub-Total in Proposed Budget ($11.8) 
Additional C.M. Allocation Recommendations  
    Economic Stabilization Fund for FY 2015 ($3.5) 
    ConnectArlington ($1.6) 

Sub-Total Additional Recommendations ($5.1) 
  

C.M. Recommended Allocation of One-Time Funds ($16.9) 
UNALLOCATED BALANCE $10.6 
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• For FY 2014, two additional adjustments are being made from the Mid-year review.  BPOL 
revenue, which is due March 1, is typically reported in the third quarter review.  Revenue 
receipts through March 31, 2014 are tracking above the FY 2013 level year-to-date due to 
one-time revenue received as a result of audits ($0.5 million).  Additionally, FEMA funding 
was received, reimbursing the County for some costs experienced during Hurricane Sandy 
($0.3 million).  Other revenues identified at Mid-year review continue to track to the re-
estimates made in March 2014.  Based on forecasts through the end of the fiscal year there 
are no additional expenditure adjustments above the Mid-year projections given to the 
County Board in March.   

 
• For FY 2015, current projections of ongoing revenue are consistent with those proposed in 

the Manager’s budget.  No adjustment to FY 2015 revenue is projected. 
  

• Schools total funding from Mid-year and 3rd Quarter is $9.9 million which includes 
$9.6 million in one-time funds from mid-year and $0.2 million on one-time funds from third 
quarter and assumes no change in the real estate tax rate.     
 

• The table on page five shows the adjustments made for FY 2014 and FY 2015 for the Mid-
Year and 3rd Quarter review.  As Fiscal Year 2014 concludes, the Manager will continue to 
monitor expenditures and revenues.  At this time with the third quarter ending, the 
Sequestration/Economic Stabilization Contingent is not needed for the remainder of this 
fiscal year (FY 2014) however the County Manager is recommending a contingent for  
FY 2015 for continued fiscal uncertainty of $3.5 million.  

Revenue Estimates  
While adjustments made to revenue forecasts for the current fiscal year often influence the 
following year’s projections, the adjustments to tax and non-tax revenue taken at mid-year reflected 
the FY 2015 projections in the Manager’s proposed budget.  Revenues received since January have 
been consistent with the first half of FY 2014 reaffirming the estimates included in the FY 2015 
proposed budget. 
 

• Real estate tax refunds continue to be slightly higher than in FY 2013 and are projected to 
total $8 million in FY 2014; this trend is expected to continue in FY 2015. 
 

• While vehicle personal property tax receipts continue to grow, the rate of growth has slowed 
compared to the double-digit growth seen in FY 2012 and FY 2013.  FY 2014 revenue is 
expected to be consistent with the mid-year estimate of $43.4 million, 7% growth over FY 
2013.  This slowed growth combined with the NADA analysis that used car values will dip 
and flatten out reaffirms the FY 2015 personal property estimate of $44.2 million, only 2% 
above expected FY 2014 revenue. 
 

• FY 2014 business tangible tax revenues received to date are in line with the budget; the FY 
2015 estimate is slightly lower consistent with current and expected office vacancies.  
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• After accounting for one-time revenues received during FY 2014 as a result of several 
business audits, ongoing BPOL revenues through March are consistent with FY 2013.  This 
trend, together with current and expected office vacancies, reaffirms the slightly lower 
BPOL for FY 2015.  Staff will continue to monitor BPOL receipts through the end of the 
fiscal year. 

 
• Sales, meals, and transient occupancy tax revenues were all impacted by the government 

shutdown in the fall and continue to show some uncertainty. Of these three taxes, meals tax 
receipts seemed to recover more quickly but then were impacted by winter weather while 
the transient occupancy tax and sales continued to remain somewhat volatile throughout FY 
2014.  As shown in the chart below, FY 2015 estimates are more optimistic than FY 2014 
with only meals tax expected to be at a level seen in prior years.   
 
 

 
 

• Two other categories of taxes were adjusted at mid-year and continue to follow the same 
trend in FY 2014.  Cigarette tax revenue is down six percent while communications tax 
revenue is down four percent.  FY 2015 budget estimates for these revenue sources are 
consistent with expected FY 2014 revenue. 
 

• Non-tax revenues adjusted at mid-year, including parking tickets and parking meters, also 
continue to follow the same trend; FY 2015 revenue estimates reflect the expected FY 2014 
actuals. 
 

• Despite the impasse over the state budget, most state revenues in the Manager’s proposed 
budget are consistent with what is being considered at the state level.  Both state budgets 
(House and Governor’s) are similar in many areas so there is little discrepancy over the 
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funds that affect Arlington.  At mid-year, additional highway aid revenue was identified; this 
increased aid is built into the FY 2015 budget.  

 

Expense Adjustments 

• Sequestration/Economic Stabilization Contingent – With the 3rd quarter completed and with 
current projections for revenue and expenditures within budget the need to retain the $8.0 
million sequestration/economic stabilization contingent is unnecessary for FY 2014. 
However, the County Manager is recommending a contingent for FY 2015 for continued 
fiscal uncertainty of $3.5 million. 

 
• FY 2013 Carryover Funds – The County Board set-aside $1.5 million at the end of FY 2013 

to fund a projected shortfall in the housing grants program in FY 2015.  As a part of the 
County Manager’s Proposed Budget, $1.0 million in ongoing funding were included in the 
base budget; freeing up these one-time monies for other uses. 

 
• ConnectArlington – In addition to recommendations made in the proposed budget, the 

County Manager is also recommending that $1.6 million of the one-time funds available be 
allocated to the ConnectArlington project to provide high speed fiber connectivity for 
Arlington businesses and accelerate economic development. 
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Mid-Year Third Quarter

Adjustment Adjustment Adjustments To

FY 2014 FY 2014 FY 2015
REVENUE

Real Estate - Tax Base Change from CY 2013 $25,710,201 
CC TIF & Columbia Pike TIF Adjustments                  (703,540)
Other Real Estate Adjustments - Refunds/Penalty/Int (1,650,000)
Personal Property Tax 3,000,000 
BPOL Tax 500,000 
Sales Tax (2,600,000)
Transient & Occupancy Tax (2,050,000)
Cigarette Tax (300,000)
Communications tax (275,000)
Total Local Tax Revenue $21,131,661 $500,000 $0 

Parking Tickets & Parking Meters (2,423,000)
FEMA Reimbursement                    305,000 
State Highway Aid                2,100,000 
Total Non-Tax Revenue ($323,000) 305,000 $0 

Total Revenue Adjustments $20,808,661 $805,000 $0 

Tax Revenue Allocation to Schools (45.6%) (9,636,037) (228,000) 0 

County General Fund Revenue Available $11,172,624 $577,000 $0 

EXPENDITURES
Expense

Savings (Over)
Expense

Savings (Over)
Expense

Savings (Over)

Debt Service $3,500,000 
Employee Compensation Contingent $3,289,406 
Unallocated Fund Balance from FY 2013 Close-out $2,988,388 
Healthcare Costs ($2,500,000)
One-Time Funds Included in C.M. Proposed Budget ($475,000)
Sequestration/Economic Stabilization Contingent $7,961,000 
FY 2013 One-Time Funding Available from C.M. 
Inclusion of Ongoing Housing Grant Funding $1,000,000 
Total Expenditure Adjustments $6,802,794 $8,961,000                                      - 

Net Revenue Available to County $17,975,418 $9,538,000 $0 

FY 2014 One-time Funds Available to County $17,975,418 $9,538,000

FY 2015 Ongoing Funds Available to County $0

2014 MID-YEAR & THIRD-QUARTER GENERAL FUND REVIEW
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