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The Honorable Board of Supervisors 
County of Henrico, Virginia 
 
Honorable Members of the Board: 
 
I am pleased and proud to submit to you the FY2015-16 Proposed Budget for Henrico County.  In 
spite of limited revenue growth, the budget before you recommends additional resources for the 
County’s core services and addresses its most pressing needs.  This spending plan also preserves the 
real estate tax rate of 87 cents, the lowest by far of any large, urban locality in Virginia. It also 
provides tax cuts for the County’s existing and potential future manufacturing businesses, and 
additional real estate tax relief for the County’s aging population.  Further, as Henrico has realized 
significant national participation in our sports venues, the budget before you seeks to further enhance 
sports tourism in Henrico County. 
 
Henrico County is fortunate to have had almost two decades of consistency of policy from the Board 
of Supervisors that reflects, at its core, the interests of the citizens - a philosophy we call “the Henrico 
way.”  It is with humility that we collectively thank Dave Kaechele for his 36 years of service at the 
close of 2015.  His leadership has been the cornerstone of our success in maintaining policies that 
always place the citizen first.  He has been a true servant leader for our community. 
 
This budget proposal before you will strengthen the County’s economic development efforts by 
maintaining and enhancing policies attractive to companies near and far.  This will be accomplished 
by maintaining the lowest real estate tax rate of any urban jurisdiction in Virginia and the rest of the 
nation - one that has not increased in 37 years.  Additionally, our success is also attributed to our 
strong business community and this budget puts forward a concerted effort to attract more high paying 
manufacturing jobs into our county by reducing the machinery and tools tax.  Specifically for calendar 
year 2015 and beyond, the machinery and tools tax rate is proposed to be lowered from $1.00 to $0.30 
per $100 assessed valuation. This rate reduction will place Henrico County on more site selection lists 
for national and international manufacturing businesses seeking relocation opportunities, thereby 
yielding more job prospects for the County.  Combined with our already business-friendly full BPOL 
tax exemption of the first $100,000 of receipts and our low business personal property tax structure, 
this continued focus on economic development will yield positive results for many years. 
 
Balancing the budget before you with estimated General Fund revenue growth of only 2.6 percent, 
required strategic focus on the County’s most critical needs.  In fact, more than three-fourths of all 
incremental General Fund revenue growth has been allocated to the Henrico County Public 
Schools.  When considering the efforts made in the area of public safety in the budget before you, 92 
percent of all incremental revenue growth in the FY2015-16 Proposed Budget has been allocated to 
our school system and public safety efforts.  With only a small slice of the revenue pie available 
outside these two critical areas this budget "sticks to our knitting" of prioritized funding and specific 
highlights are as follows: 
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1. The budget rewards all General Government and Schools employees with a 2.0 percent salary 
increase, effective October 2015; 

 
2. It directs substantial funding to a number of public safety efforts, including necessary debt 

service requirements for the replacement communication system project, the addition of ten 
new police officers – the third year of a five-year commitment – as well as appropriating 
sufficient resources to construct the new fire station #19 in northwest Henrico County, the 
final project of the 2005 General Obligation (GO) Bond Referendum; 

 
3. It funds the County’s federally mandated Chesapeake Bay TMDL requirements with identified 

current, ongoing revenues of just over $2.3 million, an annual level of funding that should 
meet permit requirements for the first ten years without a new storm water tax or levy; 

 
4. It provides positions and operating dollars sufficient for the opening of the new Libbie Mill 

and Varina Area Libraries, as well as the new Short Pump Park, all of which were approved 
by the citizens in the March 2005 GO Bond Referendum and will open in the coming fiscal 
year; 

 
5. It recommends resources for the County’s sports tourism efforts by identifying an additional 

$6.0 million for the construction of the first phase of Greenwood Park, a planned multi-field 
soccer complex that will significantly enhance the County’s sports tourism initiative; 

 
6. It appropriates additional funding for the Cobbs Creek Reservoir, wherein the County now 

owns all land parcels in Cumberland County necessary to move forward.  The County's water 
needs for the next fifty plus years are now secured with this project, and; 

 
7. It establishes a designated reserve for the future purchase of replacement voting machines – 

necessary as the General Assembly eliminated a funding recommendation within the 
Governor’s proposed amendments to the FY15 State budget. 

 
Within an environment of limited 
revenue growth and in an effort to fund 
all necessary service requirements, 
further expense reductions were also 
necessary and have been made in 
focused areas. Total cost increases in 
the FY2015-16 Proposed Budget funded 
with current revenue streams total $34.6 
million.  That being said, total 
incremental revenue growth estimates in 
the Proposed Budget only total $22.9 
million.  As such, $11.7 million in 
additional cost savings were necessary 
to provide the Board with a balanced 
budget that accomplished the many 
initiatives detailed in this narrative.    
Further, as a direct result of departmental efficiencies achieved by our valued employees and lowered 
staffing requirements in a number of agencies, 13 vacant positions are being reclassified and moved to 
areas of critical need. 
 
As we continue our climb from the most recent negative economic environment and as revenues grow 
at levels less than inflation plus population growth, every additional dollar of revenue must be 
stretched farther to best serve Henrico citizens and address core service demands.  This is not a new 

FY16 Cost Increases Funded with Current Revenues* 
Expense FY16 Increase 

Cost of October 2015 Salary Increase $9.1 million 
Annualize Partial-Year Raise from FY15 $6.6 million 
Eliminate One-Time Schools Funds from FY15 $4.5 million 
Chesapeake Bay TMDL w/ Current Revenue $2.3 million 
FY16 Meals Tax Increment to FY17 Capital Reserve $2.0 million 
Healthcare Increase $1.7 million 
20 Teachers to maintain pupil-teacher ratio $1.3 million 
School Improvement Initiatives $1.2 million 
Fund School Buses – Current Local Revenue $1.0 million 
Fund Greenwood Park – Current Local Revenues $1.0 million 
Ten Additional Police Officers (Year 3)  $0.6 million 
REAP Maximum to $3,000 $0.4 million 
Other Fixed Cost Increases $2.9 million 
Cost Increases – FY16 Proposed Budget $34.6 million
*Does not include cost increases funded with planned one-time 
resources, such as the first-year costs of the new bond projects. 
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concept for Henrico County, which has always prided itself on being a lean, well-managed local 
government.  This annual plan reinforces this Board of Supervisors’ strategic priorities namely – 
schools, public safety, and economic development.  I hope it is clear that the inherent strategy in the 
budget before you reflects those priorities.   

 
Handful of Sources Creating Environment of Slight Positive Revenue Growth 

 
In looking at the budget before you, total estimated General Fund revenues for FY2015-16, prior to 
transfers to other funds are $902.2 million, which represents an increase of $22.9 million or 2.6 
percent when compared to the current fiscal year.  Net of transfers and uses of fund balance, the 

County’s overall 
General Fund is 
growing by 2.4 
percent.  As can 
be seen in the 
chart to the left, 
all of the 
County’s revenue 
growth can be 
attributed to five 
sources: real 
estate tax, 
personal property 
tax, meals tax, 
local sales tax, 
and State Aid for 

Schools.  In fact, outside of these five components, the remaining 400 individual revenue sources 
reflect a net decline of $500,000, mostly due to several areas of State Aid for General Government, 
including the Communications Sales & Use Tax and the reduction made in House Bill #599 funding 
for Police in FY2014-15. 
 
Real estate tax revenues in the Proposed Budget reflect an overall increase of $9.5 million from the 
current fiscal year estimate.  For the second consecutive year, after five previous years of declines, the 
reassessment of real estate in Henrico increased in January 2015.  The increase in reassessments, both 
residential and commercial properties, totals 2.5 percent.  With overall increase in the tax base of $1.2 
billion in January 2015, the County’s real estate tax base remains below that of January 2009.  The 
increase in reassessments follows a previous year of 2.8 percent growth – growth of between 2 and 3 
percent is exactly what this County expected to achieve when the real estate “bottom” was met, and 
reflects a level anticipated each year for the foreseeable future. 
 
Growth in sales tax and meals tax receipts are being driven by the County’s continued tourism efforts.  
In fact, during 2014, the County recorded a 5.0 percent increase from tourism spending, and had the 
fifth highest total of any Virginia locality, according to the U.S. Travel Association.  Henrico topped 
all localities in central Virginia and trailed only the counties of Arlington, Fairfax and Loudoun and 
the city of Virginia Beach. Under the direction of the Board of Supervisors, Henrico has taken steps to 
highlight our County to the world.  In March 2013 the Visit Henrico campaign was launched to 
promote Henrico as a destination for tourists and youth and adult recreational sports tournaments.  The 
results continue to impress. 
 
In looking at projected revenues from the State in the budget before you, a net increase of $5.6 million is 
anticipated, all of which is in the area of State aid for K-12 Education.  State aid for schools is increasing 
$6.1 million, while all other sources from the State reflect a net decline of $500,000.  While increased aid 
from the Commonwealth is a positive as it represents approximately one-third of all General Fund 

FY16 General Fund Revenues 

Category 
FY15 

Approved 
FY16  

Proposed 
Difference 

% 
Change 

Real Estate Tax $270.1 million $279.6 million $9.5 million 3.5% 
     RE Tax for Stormwater $0.0 million $2.3 million $2.3 million 100.0% 
Personal Property Tax $110.7 million $113.1 million $2.4 million 2.2% 
Meals Tax $18.0 million $20.0 million $2.0 million 11.1% 
Local Sales Tax $57.0 million $58.1 million $1.1 million 2.0% 
All Other Local Revenues $100.7 million $100.7 million $0.0 million 0.0% 
Total Local Revenues $556.5 million $573.8 million $17.3 million 3.1% 
     

     

State Aid for Schools $232.9 million $239.0 million $6.1 million 2.6% 
All Other State & Federal $89.9 million $89.4 million ($0.5 million) (0.6%) 
Total State and Federal Revs. $322.8 million $328.4 million $5.6 million 1.7% 
     

Total General Fund Revs. $879.3 million $902.2 million $22.9 million 2.6% 
     

Transfers/Cash Reserves ($111.9 million) ($116.4 million) ($4.5 million) 4.0% 
     

TOTAL NET REVENUES $767.4 million $785.8 million $18.4 million 2.4% 
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revenues, Henrico County must continue to be extremely cautious when appropriating these funds due to 
continued uncertainty in the State’s ability to meet its revenue estimates.  In fact, within a recent seven-
month window, the State went from achieving a balanced budget, to announcing a budget “shortfall” in 
the billions of dollars, to providing funding for raises and announcing revenue “surpluses.”  Further, of 
the $6.1 million in additional State aid for schools, $2.0 million represents funding provided by the 
General Assembly to give instructional staff a salary increase – however, these funds are contingent 
upon the State meeting its revenue estimates in the current fiscal year.  In an effort to address its budget 
difficulties, the General Assembly utilized a number of one-time funds as a temporary solution, funds 
that will have to be achieved through either revenue growth or expense cuts as the State approaches the 
next biennial budget.  Again, I cannot emphasize enough the importance of remaining extremely 
cautious and conservative with the assumption of State revenues. 
 

Slow Revenue Growth Environment Requires Investments in the Most Critical Needs 
 
Within the eleven year 2004-2014 Financial 
Trends Monitoring System document, after a 
second year of slight positive economic gains 
recognized in FY2013-14, a number of warning 
signs were lifted.  One such trend can be seen to 
the right, and reflects the County’s revenues and 
expenditures per capita on an inflation-adjusted 
basis. Inflation-adjusted revenues per capita 
actually declined in FY2013-14 for the fifth 
consecutive year, in spite of 2.9 percent growth 
in overall revenue collections as inflation plus 
population growth totaled 3.1 percent for the 
fiscal year.  Overall revenue growth in the 
FY2014-15 budget, outside of the first-time recognition of the County meals tax and an additional Gas 
Tax allocation approved by the 2013 General Assembly, are only estimated to grow 1.0 percent.  The 
FY2015-16 Proposed Budget assumes revenue growth of 2.6 percent.  Base revenue growth per capita 
in both the current fiscal year and next fiscal year are expected once again to lag inflation levels. 
While in years past revenue growth lagging inflation and population growth would sound an alarm and 
merit a warning, revenue growth between 2.0 and 3.0 percent is the expected new normal for the 
foreseeable future.  This new economic reality is recognized and the County continues to develop 

spending plans accordingly. 
 
With the first signs of revenue growth in 
FY2013-14 and FY2014-15, the Board 
implemented cautionary measures to add 
fiscal structure back to the budget, with a 
focus on reversing net declines in the 
County’s cash reserves – or fund balance 
levels.  You can see in the chart to the right 
that those measures have so far been 
successful, as overall cash reserves grew 
for the first time in five years in FY2013-
14, and further growth is expected in the 
current fiscal year as well due to the many 

structural additions made by the Board in the FY2014-15 budget.  The County’s cash reserves are 
critical in maintaining its all-important triple-AAA bond rating.  Further, the entire net increase in 
FY2014-15 General Fund expenditures was allocated to Henrico County Public Schools, with 
significant investments also made to the County’s public safety efforts made possible through 
expenditure reductions in other areas.  Again, within a limited revenue growth environment, spending 
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decisions must be made regarding the County’s critical and core services.  The budget before you 
accomplishes just that, as budgetary increases are focused on the County’s school system, our public 
safety efforts, economic development, as well as completing citizen approved referendum projects. 
 
Schools FY2015-16 Proposed Budget 
The overall General Fund budget for schools is 
increasing $10.4 million or 2.4 percent to 
$441.2 million, representing more than 56 
percent of the entire General Fund budget.  
However, the $10.4 million increase is 
misleading for a number of reasons.  As can be 
seen in the table to the right, the incremental General Fund resources being provided to our school 
system is actually $17.9 million, which represents more than three-fourths of the total General Fund 
revenue increase of $22.9 million in the FY2015-16 Proposed Budget.  Of the $17.9 million in 
additional resources provided to our school system, $11.8 million or two-thirds represents local funds, 
while the remaining $6.1 million reflects additional funding from the State.  It cannot be understated 
that the success of our school system is a key component of the County’s economic development 
strategy. 
 
Several items within the allocation for schools worthy of note, a total of just under $4.0 million has 
been included in Schools’ allocation for a 2.0 percent salary increase for all employees effective in 
October 2015.  Further, $1.0 million in current General Fund revenues has been included for the 
replacement of school buses.  With a fleet approaching 700 buses, it is paramount that a systematic 
replacement cycle be created.  This recommended $1.0 million is intended as a permanent allocation 
and in this regard - the Superintendent has agreed to match $1.0 million beginning in the FY2016-17 
education budget, for a total $2.0 million annual school bus replacement plan going forward. 
 
The Proposed Budget also includes an additional $150,000 allocation for an after school academic 
enrichment pilot program, which would be available to elementary and middle school students at 
participating schools who struggle to pass the Standards of Leaning (SOL) tests and will focus on 
learning activities tailored to their individual academic needs.  The program would be offered at the 
end of the regular school day for an identified number of days, and will include academic support 
activities such as tutoring, homework completion and a recreational component.  Participating schools 
will be identified based upon the students’ performance on various assessments to include SOL tests. 
 
Finally, the estimate for meals tax receipts in the FY2015-16 Proposed Budget is increasing $2.0 
million to $20.0 million annually from the current fiscal year estimate of $18.0 million – all of which 
is being placed into a designated reserve for meals tax-funded capital projects to be appropriated at a 
future date.  The Proposed capital budget within this document includes an additional amount of just 
under $2.0 million from meals taxes collected (but not budgeted) in June 2014, when the tax was 
implemented.  From the initial allocation of meals tax resources in the current fiscal year, a number of 
deferred maintenance projects are currently underway and the Superintendent will present that 
information to the Board of Supervisors.  Every dollar of meals tax receipts has been and will be 
dedicated to our school system. 
 
 
 
 
 
 
 
 
 

FY2015-16 Proposed Additional Allocation to Schools 
Elimination of FY15 VRS Reserve $4.5 million 
Meals Tax Increase – to FY17 Capital Reserve $2.0 million 
Local Funding for School Buses $1.0 million 
General Fund Expenditure Increase $10.4 million 
Total Allocation Increase to Schools $17.9 million 
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Public Safety 
The proposed budget before you 
includes ten new Police Officers in 
Patrol Operations to increase service 
coverage; the third year of a five-year 
commitment of adding ten new positions 
per year. The goal in adding these fifty 
positions within five years is to attain a 
goal of 90 percent service area coverage. 
You can see in the chart to the right that 
in 2014, the first year of the five-year 
commitment to add ten Police Officers 
per year, crimes per 1,000 residents were 
at the lowest level recorded in the history 
of Henrico County.  As with the first 
twenty positions added over the past two 
fiscal years, these ten positions were 
offset from vacant positions eliminated in other County departments due to recognized operational 
efficiencies.  
 
The FY2015-16 Proposed Capital Budget includes funding sufficient to complete a new fire station in 
the northwest area of the County, currently known as Fire Station #19, representing the final project 
from the March 2005 General Obligation Bond Referendum. This project has been delayed due to 
insufficient funding to complete construction of this facility.  With the overall increase in cash 
reserves in FY14 previously noted, funding was made available for completion of this necessary 
public safety project. 
 
The budget before you also includes appropriate funding for the planned debt issuance of $39.1 
million for the replacement of the County’s 800 MHz radio communication system, a debt issuance in 
which this Board has previously authorized.  This debt is expected to be incurred in FY2015-16. As a 
reminder to the Board, this project is anticipated to cost in excess of $60 million, and will be funded 
with a combination of debt financing and pay as you go funding. 
 
Chesapeake Bay TMDL Permit Requirements 
In the current year budget, $2.3 million in real estate tax revenue resulting from new construction in 
2013 was placed in a reserve account with the intent of establishing a permanent funding source for 
any future Chesapeake Bay TMDL permit requirements and thus delaying any need for a stormwater 
utility fee.  Subsequent to this, the County received its draft MS4 permit from the Environmental 
Protection Agency (EPA), and is expecting to have a final permit in the spring of 2015.  The 
Chesapeake Bay TMDL reserve account provides a recurring source to help meet the anticipated 
requirements outlined in the permit for street sweeping, and maintenance of outfalls.  It is expected 
that the $2.3 million of annual funding will be sufficient to meet the requirements of this federal 
mandate for the next ten years.  By resisting a new tax that most affected Virginia localities have 
implemented, and by carving out unanticipated revenues from new construction last year, Henrico 
County will be able to avoid a storm water utility tax.  This future stability offers another economic 
development advantage for our county.  
 
Economic Development and Sports Tourism 
In an effort to further boost the attractiveness of the County to potential manufacturing companies – 
companies that typically bring a substantial number of jobs – the budget before you includes a 
recommendation to lower the machinery and tools (M&T) tax from $1.00 to $0.30 per $100 assessed 
valuation.  When calculated out on the County’s depreciation schedule, this new M&T tax rate would 
mean Henrico County would have the lowest effective M&T tax rate in central Virginia and one of the 
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lowest in all of Virginia.  The County’s existing 167 businesses that pay M&T tax would also benefit 
from this decision – which will impact the County’s existing tax collections by approximately $1.3 
million, all of which have been recognized in the budget before you. 
 
Another economic development initiative, the FY2015-16 Proposed Budget adds another $6.0 million 
for the construction of the first phase of Greenwood Park, a planned multi-field soccer complex on 88 
acres along the Chickahominy River off Greenwood Road.  Further, funding for the design phase of an 
extension of Woodman Road has been provided from existing appropriations, a project that will make 
accessing Greenwood Park from the interstate that much easier.  Last year, Henrico County’s sports 
tourism efforts generated in excess of $40 million in economic development to the County – a figure 
that rises each and every year.  Not only will Greenwood Park boost those figures substantially, the 
increased tourism traffic in the area will have a residual positive impact on businesses surrounding this 
area, generating yet additional economic development opportunities, and subsequently increased tax 
revenue for the County. 
 
Voting Machines 
As the County’s existing direct record equipment (DRE) voting machines reach the end of their useful 
life, new machines will soon be required for the County’s 93 voting precincts.  As mandated by the 
State, the County will be moving away from DRE systems to an optical scan voting system.  To 
provide necessary flexibility, the Proposed Budget establishes a voting equipment replacement 
reserve, in the amount of $1.0 million, for future appropriation by the Board of Supervisors. 
 
Varina and Libbie Mill Area Libraries 
The budget before you includes funding for 27 new positions associated with opening both the Libbie 
Mill and Varina Area Libraries, both of which will open in FY2015-16.  The new positions being 
added will join the ten positions added for these libraries in the current fiscal year, as well as the 
existing Dumbarton Area Library and Varina Branch Library, and are necessary due to the significant 
increases in size and scope from the current library operations at these two facilities. 
 
Cobbs Creek Reservoir 
The FY2015-16 Proposed Capital Budget includes additional appropriation for construction of the 
Cobbs Creek Reservoir, which the County now owns every parcel in Cumberland County necessary to 
move forward.  Further, the budget before you includes a recommendation for a 3.0 percent increase in 
water and sewer rates, necessary to continue the funding plan for the completion of this $280 million 
project.  Further, this funding allows the County to continue offering a 38 percent discount on water 
and sewer rates for the more than 20 percent of customers that now use a water volume of 7 ccf or 
less per month. 
 
New General District Court Judge 
During the 2015 General Assembly session, a new judge in the General District Court was approved 
for Henrico County and will begin serving on November 1, 2015.  With this new judge, the County 
has a number of funding commitments it must make in relatively short order, including construction of 
a new court room within the County courts complex and additional deputies in the Sheriff’s Office.  
Due to the timing of this approved judgeship, the FY2015-16 Proposed Budget does not include 
funding for any of these initiatives as staff is currently drafting cost estimates.  An amendment to the 
FY2015-16 budget will come before the Board in July 2015.  At this writing, a small task force is 
working to identify the location of the new courtroom within the courts complex. 
 
Aging Population 
With more than a quarter of our population at the age of 65 or older, a trend that is expected to grow 
for the foreseeable future, the budget before you establishes a “Senior Ombudsman,” a position that 
will spend every day working with our senior citizen population in a variety of manners, including 
planning, organizing, and coordinating services for Henrico County senior citizens, thereby 



 viii

strengthening the community at large.  As a note, this position was established due to the 
reclassification of a position made vacant due to operational efficiencies in County administrative 
areas.   
 
In addition to this position, the maximum award for the County’s Real Estate Advantage Program 
(REAP) is proposed to increase from $2,500 to $3,000, effective January 2016, in an effort to keep 
pace with rising residential real estate assessments.  As such, the County’s 65 years of age and over 
population that have a net worth of $350,000 or less and have annual incomes of $67,000 or less, will 
be eligible for tax relief on their respective homes up to the first $344,800 of assessed valuation. 
 
Improve Focus on Existing Residential and Commercial Structures 
Within the FY2015-16 Proposed Budget, two vacant positions have been reclassified and moved to 
two agencies – one to Building Inspections and one to Community Revitalization – in an effort to 
improve focus on existing residential and commercial structures countywide.  This additional staff will 
allow for enhanced concentration on areas of need, particularly aging structures across the County, to 
ensure that the buildings are safe. 
 
To accomplish the task of balancing each of these necessary cost increases with limited revenue 
growth, a number of cost cutting strategies were needed, including reclassifying vacant positions from 
administrative areas to other areas, recognizing savings from expected vacancies resulting from 
focused hiring practices, eliminating office space leases, and recognition of debt service savings.  Each 
balancing action was taken with the impact on both FY2015-16 and FY2016-17 in mind.  As 
previously mentioned, $11.7 million in cost cutting measures are present in the FY2015-16 Proposed 
Budget.  Examples of these balancing strategies are as follows: 
 

Reclassifying Vacant Positions and Recognition of Vacancy Savings 
A total of 13 vacant positions removed from departmental complements in prior years due to 
recognized efficiencies in those areas have been reclassified to areas of critical need, and 
therefore are not net additions to the overall County complement.  These 13 positions were 
distributed as follows:  ten to Police for the addition of the new Police Officers for the third 
consecutive year; two positions – one to Building Inspections and one to Community 
Revitalization – to improve focus on existing residential and commercial structures 
countywide; and the before-mentioned “Senior Ombudsman” position. 
 
Further, the County continues to only hire absolutely necessary vacant positions, and in some 
cases waiting a period of time before hiring vacant positions, in an effort to preserve funds.  In 
fact, the County continues to hold a revolving number of around 250 vacant positions, across 
all departments.  This practice has afforded the County the ability to budget $3.3 million in 
vacancy savings within the General Fund, and $4.4 million across all funds, in an effort to cut 
costs.  Schools has also assumed a vacancy savings of more than $3.0 million, capturing 
anticipated retirements of higher salaried personnel.  As this practice continues and as Henrico 
continues the transition to a high performing organization, this County will continue to 
become even leaner and vacant positions will continue to be considered for either 
reclassification or elimination. 
 
Debt Service Savings 
In the budget before you, two cost savings initiatives are present in an effort to lower the 
County’s debt service requirements in FY2015-16.  First, the Board has already authorized the 
refunding of a number of outstanding bonds, an action that will be taking place in the coming 
weeks.  As a result, $250,000 in annual savings is projected and assumed in the FY2015-16 
Proposed Budget.  The budget also includes a recommendation to eliminate $2.0 million in 
appropriated bond proceeds within a number of completed Schools projects, and pay off debt 
service obligations in FY2015-16. 
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Other Savings Initiatives 
An additional $2.1 million in targeted reductions were needed to balance the FY2015-16 
Proposed Budget within limited available resources, with some examples as follows: 
 
 A strategic initiative to find permanent County-owned space for services currently 

operating out of leased space has proven successful to date, and the budget before you 
includes $300,000 in lease savings due to the planned elimination of the North Run 
lease and the leased space for Drug Court; 

 Approximately $900,000 was saved due to the General Assembly utilizing one-time 
resources through the sale of unclaimed property to lower the VRS rate for teachers; 

 Schools is also saving $860,000 in annual local match requirements due to the 
expiration of the Teacher Incentive Fund (TIF) grant. 

 
Developing the FY16 Budget Required an Eye on FY17 

 
In order to avoid the trap of “year-to-
year” budgeting, each and every 
budgetary action in the FY2015-16 
Proposed Budget was considered 
only with the assurance that there 
were no negative implications on the 
subsequent fiscal year.  The table to 
the right highlights a number of 
known cost increases forthcoming in 
FY2016-17.  As can be seen in the 
chart, there are at least $16.4 million 
in new operating cost increases 
planned for FY2016-17, and an 
additional $20.0 million in one-time radio equipment associated with the County’s new 
communication system that will go live in 2017. For the past three fiscal years and for the next two 
fiscal years, the County has/will set aside in a designated capacity within cash reserves, $4.0 million 
annually for this $20.0 million planned expenditure in 2017. 
 
While local economic indicators continue to reflect positive outcomes, and slow subsequent local 
revenue growth is anticipated to continue into FY2016-17, Henrico County’s fiscal outlook continues 
to be clouded by uncertainty at the State level.  To balance the budget “shortfall” announced by the 
Governor in May 2014, the State utilized a significant amount of one-time resources from its Rainy 
Day Fund, funds that must be replaced with either sufficient revenue growth or expense cuts, or a 
combination of the two, in the 2016-2018 Biennial Budget.  While there is a significant question mark 
beside one-third of our General Fund revenues, Henrico County is prepared for the challenges ahead, 
and this budget takes us further in the appropriate direction as we continue to find ways to stretch 
every incremental dollar in an effort to fund this County’s core service commitments to its citizens. 
 

Summary 
 

I hope it is quite clear that every dollar in the plan before you was budgeted with limited revenue 
growth and pressing service demands in mind.  The Proposed Budget utilizes both new resources and 
identified cost savings in an effort to maximize resources to the County’s critical needs and maintains 
our forward-looking approach to budgeting.  Further, this strategy has allowed the County to reward 
its hard working employees with a much deserved salary increase.  Maximizing the County’s limited 
resources is a trademark of this County’s past, current and future success - it is the “Henrico Way.”  
Managing in an environment of slow revenue growth into the foreseeable future, the actions of the 

Anticipated Cost Increases in FY17 

Expense 
Anticipated 

Cost Inc. FY17 
Annualizing Salary Increase $1.9 million 
Estimate of VRS Increase $2.0 million 
Full-Year Debt Service on Communication System $3.5 million 
Second-Year of Bond Project Operating Costs $2.1 million 
Maintain Pupil-Teacher Ratio – 20 Positions $1.3 million 
Additional Funds for Technology Replacement $1.0 million 
Additional Funds for School Buses $1.0 million 
Estimate of Healthcare Cost Increase $3.0 million 
Addition of 10 Police Officers (Yr 4) $0.6 million 
Operating Budget Commitments – FY17 $16.4 million 
  
Radio Equip. - Comm. System (Desig. Cash Reserves) $20.0 million 
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Board of Supervisors over many years, particularly in the past few years, has established a solid 
foundation for the County’s finances - one that is sustainable going forward.   
 
While we must remain cautious, the positive local economic signs are welcome - real estate 
assessments grew for the second consecutive year, tourism in Henrico County continues to grow, and 
our business community continues to prosper.  Further economic development initiatives present 
within this Proposed Budget will only further strengthen our local economic outlook.  While there is 
always uncertainty with future economic conditions, one thing that will be certain is we will do 
everything to continue providing an environment that fosters positive economic growth.  Maintaining 
the lowest real estate tax rate of any urban locality in Virginia is key in this area.  The fact that this 
budget proposal adds clarity for stormwater costs and requirements is an added plus. 
 
As is our common practice, everything put forward in the FY2015-16 Proposed Budget has been 
vetted for its impact in FY2016-17.  We do anticipate continued slow growth in our local revenues, 
and the concern regarding the sustainability of the State meeting its revenue estimates, further 
validates the approach that this County has historically taken regarding its revenue estimates – 
extremely cautious.  The budget before you continues that cautious approach.   
 
I would like to thank the County staff for the many hours of hard work that went into the development 
of this budget. I would also like to thank the Superintendent and the School Board for their efforts and 
continued cooperation that will result in the continued success of our County. Henrico County 
employees have been asked to do their respective jobs with significantly fewer resources.  It is only 
because of their efforts and the continued work and vigilant oversight of our Board of Supervisors that 
this County has been as successful as it has been during this difficult economic time. 
 
As always, the staff and I stand ready to assist you in making the best possible choices for the future of 
our community. 
 
 Respectfully submitted,  

 
 
 
 

 John A. Vithoulkas 
 County Manager 


