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The Honorable Board of Supervisors
County of Henrico
Virginia

Honorable Members of the Board:

| am proud to present to you the FY26 Manager’s Proposed Operating and Capital Budget. The plan, as
presented, balances this community’s priorities of quality services with the need for relief from continued
price pressures for our residents amid uncertain times. The budget maintains the County’s position as a
local government pay leader in Central Virginia while focusing on the core of local government — public
safety and education — and investing in the county’s key infrastructure.

The budget proposes unprecedented tax rate reductions to all residents and businesses — the real estate
tax rate is proposed at 83 cents per $100 assessed value and a uniform personal property tax rate of $3.35
per $100 assessed value. The 2 cents off the real estate tax rate and the reduction in the personal property
rates for both vehicles and business make up the largest comprehensive tax rate reduction since 1987.

In continuing to be the local government pay leader in Central Virginia, the budget provides a 6% merit-
based salary increase to all employees for both General Government and Henrico County Public Schools
(HCPS). In addition to the across-the-board pay increase, the budget includes funding for market-based
adjustments for specific support classifications within HCPS. This organization operates very efficiently —
particularly when compared to our counterparts throughout the state. Rewarding our employees for their
service is vital to maintaining this level of excellence.

Over 82 percent of the operating budget growth is allocated to education and public safety — maintaining
this County’s focus on the core services of government. It also supports the maintenance and expansion
of key infrastructure with a capital budget that exceeds $416 million. This includes the continuation of
the 2022 general obligation bond referendum projects, expansion of maintenance programs, a new
building for Social Services, and $50 million to secure safe and resilient drinking water throughout the

entire county.
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Budget Overview & Fiscal Sustainability

Projected revenues in the FY26 FY26 General Fund Revenues
d . ATH FY25 FY25 FY26 FY25 to FY25 to
proposed budget total $1.5 billion, an |category e e ermosed 1 3G t.
increase of $110.3 million or 7.7% when |General Property Taxes $685.6M  $711.5M  $7381M  $52.5M 7.7%
compared to the FY25 approved Other Local Taxes $222.4M  $232.9M  $225.4M $3.0M 1.3%
Permits, Fees, and
budget. Local revenues reflect a $53.8 |ticenses $85M  $165M $85M  ($0.0M) (0.4%)
million increase while State & Federal | nes & Forfeltures SL7M | S16M  S17M - S0.0M 0%
) o Use of Money & Property $10.2M $42.4M $10.2M  ($0.1M) 0.7%
revenues increased $56.5 million. |4 e for senvices $32M  $36M  S3AM  ($0.aM)  (2.8%)
While FY25 revenue projections |viscellaneous Revenues $8.1M  $15.8M $6.6M  ($15M)  (18.4%)
prese nt a S|gnlflca nt budgeta ry Total Local Revenues $939.7M $1,024.4M §993.5M $53.8M 5.7%
increase, projections for FY25 currently State Aid for Schools $383.1M  $4135M  $429.4M $46.3M 12.1%
State Gasoline Tax $56.0M $65.3M $64.5M $8.5M 15.2%
meet _or_exce the FY26 ose
ed € prop d All Other State & Federal $50.4M $55.9M $52.2M $1.7M 3.5%
revenue estimates, as noted on the
: :"m Shaieapdihedoras $4895M  $5347M  $546.1M  $56.5M 11.5%
right. et
Total General Fund Revs. $1,429.2M  1,559.1M 51,539.6M $110.3M 7.7%

General Property taxes account for $738.1 million of the proposed FY26 budget and reflect an increase of
$52.5 million, or 7.7% when compared to the FY25 budget. Of this total, $532.0 million reflects the
estimate for real estate taxes and is based on January 1, 2025, assessments and a reduced rate of 83 cents

per $100 assessed value — the lowest among the 10 largest localities in Virginia.

Assessments, as of January 1, 2025, increased by $4.8 billion or 8.2% compared to 2024 assessments.
Residential reassessments, over 70% of the County’s tax base, increased by 8.1% while commercial
property reassessments increased 2.2%. New construction, both residential and commercial properties,
increased the land book by $1.2 billion in 2024. It should be noted that of the increase in new
construction, $514.6 million is the value of new data centers. Real Estate tax revenues from new data
centers, are dedicated to the Affordable Housing Trust. That value, and any new data center value in the
future, is backed out of the real estate tax estimates for the ongoing budget until the $60 million trust
fund is fully funded.
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sales price continued to rise significantly — nearly 9% in 2024, on top of 8% in 2023. In fact, since 2020 the
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average home sales price in Henrico County has increased nearly 43%. To put the increase in the average
sales price in perspective, only the early 2000s exceeds this level of growth but it did so with nearly 35%
more sales than today.

With this continuation of this housing market, additional relief for all taxpayers is warranted. The FY26
proposed budget recommends a 2-cent reduction of the real estate tax rate to 83 cents per $100 assessed
value. This is on top of the consistent tax relief provided in recent years. In 2022, the County not only
provided a reduction in the real estate tax rate of 2 cents per $100 assessed value but also was the first in
the Commonwealth to provide a rebate of real estate taxes in the amount of 2 cents per $100 assessed
value. The County again provided a rebate of real estate taxes in 2023 in the amount of 2 cents per $100
assessed value but also pushed further by creating the Real Estate Cap Program, or RECAP. This new
program is an extension of Central Virginia’s most expansive real estate tax relief program by freezing a
RECAP participant’s taxes if their income is between $75,000 and $125,000 and/or their net worth is
between $500,000 and $750,000.

Further tax relief is being provided in the FY26 budget to all taxpayers through reductions in the rates
proposed for the personal property tax. Collections for this tax have grown nearly 40% since 2020, the
bulk of which is for vehicles. This is despite the number of vehicles in the County only growing 4.2% in
that same period. Both rates will be reduced to $3.35/$100 assessed value for 2025 to provide additional
tax relief — 5 cents for 330,000 vehicles and 15 cents for 20,000 businesses. When combined with the 2-
cent reduction in the real estate tax rate that will apply to 115,000 homes, the scope of rate reductions is
the largest since 1987.

This tax relief is possible thanks to the increase of Tax Rate Changes in FY26 - Impacts
data centers in Henrico over the past several

. w Real Estate: Est. Impact
years. Outside of the additional real estate tax | o . . o3 antsin 2025 (12,746,624)
collections that have been dedicated tO | increase for REAP/RECAP (1,000,000)

affordable housing efforts, each new data center

will bring a significant investment in new FeEanal Frogsrty:

_ Vehicle Rate to $3.35 (2,409,166)
equipment. As the 40-cent rate for data center Business Rate to $3.35 (2,114,861)
equipment was established to nurture Henrico’s
digital infrastructure, the FY26 budget proposes Value of Reductions/Budget Inc. for REAP (18,270,651)
to increase the rate to reset the rate for a more Data Center Personal Property Rate to $2.60 13,600,000

mature industry to partially offset the other tax

relief provided while still providing a tax break compared to other tax rates. Prior to the 40-cent rate
adopted in 2017, the tax data centers paid was $3.50. At $2.60, this rate will still be over $1.00 less than
localities in northern Virginia, which have a significant data center presence.

State revenues in FY26 total $546.1 million, a $56.5 million or 11.5% increase compared to the FY25
budget. Most of the funding from the State is for our school system - $429.4 million. This reflects a
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conservative accounting of the General Assembly adopted budget with a local estimate for current
student enrollment. The remaining estimates for state aid are also conservative as State Highway
Maintenance, or Gas Tax, payments at $64.5 million are less than the current year allocation of over $65.0
million, the estimate for Compensation Board reimbursements for Constitutional Offices is less than FY24
collections, and the estimate for law enforcement assistance through HB#599 payments is increased to
meet current year disbursements.

Pay Raise: Attract, Retain, Invest

The engine of this local government is the people employed to serve Henrico’s residents. Their expertise,
creativity, and dedication to their crafts are critical to providing the outstanding quality of life in this
community. We see it time and again that, when the call to serve is made, our people respond. Over the
past few years, Henrico has committed to being the local government pay leader in this region. This
budget continues that push.

The FY26 budget builds on the progress made Salary Increase Budget Increases, FY22 through FY26, GF Only
. : . : General
since 2021 in employee compensation with a Sthools  Publicaraty Goysmniait Total
6% pay increase for all e||g|b|e General FY22 Salary Increase 32,850,000 18,875,620 7,648,864 59,374,484
FY23 Salary Increase 22,500,000 7,245,286 5,610,603 35,355,889
Government and HCPS employees.  IN ey satary Increase 36008380 11931,847 12985349 61,825,576
addition to the across the boa rd pay |FY25 Salary Increase 34,000,000 13,018,274 8,092,882 55,111,156
FY26 Salary Increase 36,200,000 13,449,375 7,785,287 57,434,662
increases, the budget allocates an additional |rotaiFv2zthroughFv26 162,458,380 64520402 42,122,985 269,101,767
$3.2 million to HCPS to adjust the salaries of Total Budget Growth Since FY21L 456,613,520
Salary Increases as a Percent of Budget Growth Since FY21 58.9%)|

custodians, maintenance staff, and
instructional assistants.

Over the past five years, the investment in employee compensation has been significant — over $269
million. Compared to the total increase in the budget during that time, salary increases account for nearly
59% of the growth. The budget for FY26 also continues a multi-year effort to right-size overtime budgets
for public safety agencies, particularly Police, Sheriff, and Fire. A total of $3.2 million is included in these
three agencies to reduce the need to cover the unbudgeted overtime costs with salary savings or year-
end budget amendments. Finally, $500,000 is included for employee retention efforts.

Education & Public Safety

The FY26 proposed budget for HCPS, including the general fund, school cafeteria, grants, and debt service,
totals $944.0 million. The general fund portion of the HCPS budget totals $764.1 million, reflecting a $60.0
million or 8.5% increase over the FY25 budget. In addition to the salary increases, the budget recognizes
the addition of 73 instructional assistants to expand elementary school planning periods for teachers that
this Board authorized a year ago at a cost of $4.5 million in ongoing revenues, 46 additional school security
officers at elementary schools to assist with weapons scanners to further allow elementary teachers
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additional time to prepare daily lessons, and 52 new positions for additional programming at the Academy
at Virginia Randolph, where the extensive renovation and expansion will be completed this coming fall.
To address the increasing diversity of languages in our school system, the budget also adds additional
English Language Learner positions.

The FY26 budget continues the innovative approach to youth mental

health care - the Henrico CARES program. Born out of the Youth

Violence Committee, CARES seeks to address the growing number of

Henrico children recognized with a mental health disorder by providing access

' to high quality mental health care that is easily accessible and

comprehensive to all youth and their families in Henrico County. The

budget adds to the $1.7 million allocated in FY25 with an additional
$522,342 for five counselor positions.

>

The proposed capital budget includes the continuation of the $340.5
million referendum program for HCPS with funding for the renovation of Johnson Elementary and
planning and sitework funding for a new elementary school in the Fairfield magisterial district. It also
includes a $16.0 million for mechanical and roof maintenance — a figure that not too long ago was only
$2.5 million per year. This is on top of the $9.0 million of meals tax revenues dedicated to maintenance
efforts throughout the school system, $6.0 million for school bus replacements, $2.0 million for classroom
technology efforts, and $1.0 million for playground replacements — all vital maintenance programs for our
school system.

In the area of public safety, the FY26 budget picks up final operating costs for the Bungalow City Firehouse
(FH23). The new station, approved in the 2016 Bond Referendum and opened this past February,
addresses emergency call volume in Eastern Henrico. It also includes 13 new firefighter positions — 9 for
a new medic unit added to the Crestview Firehouse in September and 4 to expand minimum staffing
beginning with Truck 301. The budget continues to bring cutting-edge technology to Police efforts within
the community.

The capital budget for public safety totals $41.0 million, highlighted by two bond projects - the
replacement of Firehouse #1 and construction of the Animal Adoption Center. It also includes the
continuation of Fire’s apparatus replacement program and Police’s vehicle replacement program.

Infrastructure Maintenance & Expansion

The regional water crisis in January taught us many lessons — the value of maintaining the infrastructure
we have and how valuable communication and cooperation is with our regional counterparts. There have
been and continue to be conversations regarding the future of water provision throughout the Richmond
region and the FY26-FY35 Capital Improvement Program takes the first steps towards insuring safe and
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reliable drinking water will be available throughout all of Henrico. In the plan you will find $300 million
for a water transmission infrastructure to pump water from the Water Treatment Plant to Eastern
Henrico. This is over a six-year timeframe beginning with the allocation of $50 million in FY26. This is
included in the $198.1 million total proposed capital budget for Water & Sewer that will also maintain
infrastructure, meet consent orders, and expand the capacity of the current system. The capital
allocation, along with the $136.1 million operating budget, can be funded within a proposed 5% annual
increase for water & sewer service rates. The average impact of this increase will be $3.68 per month.

The FY26 proposed capital budget outside of water & sewer is $218.3 million to maintain current facilities
and build several new facilities. The budget includes $68.7 million for 2022 Bond Referendum projects.
The proposed budget represents the third of six planned issuances of bonds, with the first issue having
reaffirmed Henrico’s status as a triple-AAA rated county that “can maintain better credit characteristics
than the U.S. in a stress scenario.” The second issuance of G.0. bonds is currently planned for the coming
fall.

In addition to the new facilities funded with G.O.
Bonds, the FY26 capital budget includes a [pusLiC AsSISTANCE RECIPIENTS

(As a % of Total Population}

proposal to build a new building for Social |

Services (DSS). Currently, the space available |,
DSS occupies is insufficient to hold current staff | =

while meeting the increasing service demands | =
as shown on the chart to the right, which is | ™
directly from the TRENDS document. DSS staff, |
during construction of the project, will occupy )

space in the Human Services Building being we o we e o ws e ww o am wm
vacated by the Extension Office moving to Recreation’s Headquarters. Once the building is constructed,
the space in the Human Services Building will be evaluated for the needs of other County agencies. Also,
the FY26 capital budget includes the construction of a restroom building near the spray ground at Dorey
Park.

The operating budget includes $6.5 million in new operating costs related to recently completed projects.
In addition to the costs for additional programming at the Academy at Virginia Randolph, the budget
includes $1.3 million for the completion of the second phase of Glover Park and $160,000 for the
completion of improvements at Three Lakes Park. Both projects were part of the 2016 Bond Referendum.

The capital budget allocates significant pay-as-you-go resources for general government maintenance in
FY26. $10.0 million is included to maintain County facilities along with $2.0 million for park maintenance.
The capital budget also adds $1.0 million for the maintenance of trails within County parks, $3.0 million
for the upgrade of fuel sites in the County, $1.5 million for renovations at the Juvenile & Domestic
Relations Court Building, and $400,000 for improvements at the Eastern Government Center.
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There is a significant focus on technology infrastructure needs in the FY26 budget. The budget includes
$11.5 million to begin replacing the County’s Enterprise Resource Program (ERP). The ERP is the financial
and human resource backbone for County operations and the maintenance cost of the current system
outweighs the potential innovations that could be achieved by upgrading this critical infrastructure. The
capital budget also includes $2.8 million for technology infrastructure maintenance, including planned
upgrades to the County’s Geographic Information Systems (GIS) technology and identified upgrades to
the County’s community development system. The operating budget includes over $533,000 for increases
to the County’s various systems, the aforementioned upgrades to policing technology, and $200,000 to
increase security technology in County parks.

Revenues from the Central Virginia Transportation Authority
»)‘ V I A (CVTA) remain an important funding source for the County’s
ey . : transportation and mobility projects in FY25. A total of $31.5

Central Virginia Transportation Authority
million of the CVTA local allocation is projected for the capital
budget, with $27.5 million allocated for transportation projects, $2.5 million specifically for pedestrian
and bike improvements, and $1.5 million in in FY26 to continue the street light initiative on major county
highways the Board initiated in September. In addition to CVTArevenues, additional funding for sidewalks

will increase $2.8 million, bringing the annual total allocated to increasing our community’s walkability to
$7.8 million.

The FY26 budget expands on the County’s environmental efforts in a few
ways. First, the capital budget includes $3.0 million for wetland and stream
mitigation efforts, which the Board heard about at the September 2024
Board Retreat. The budget also enhances the County’s MS/4 efforts with
an additional $2.0 million for stormwater improvements on County and
School facilities. The FY26 total of $4.3 million comes from general fund
revenues and not a stormwater utility tax, allowing Henrico to remain the

only large locality in the Chesapeake Bay watershed to not impose one.
The budget continues BMP maintenance efforts within the community,
stream restoration projects, and dam maintenance and repairs. $250,000
is allocated to continue to support the H.E.A.R.T Committee and an
additional $250,000 is in the budget for the Energy Management program
for energy efficient improvements. Finally, the FY26 capital budget includes

$10 million of G.O. bonds for drainage improvements across the County.
Fiscal Resilience in Uncertain Times

Henrico County has never been in a better fiscal position than today. Our reserves are at an all-time high,
revenue variances remain strong and revenue estimates, as you have seen, can remain conservative to
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maintain progress for our community and workforce. However, the level of uncertainty — much of which
we cannot control — leads us to need to be prepared for an inevitable shift in economic winds.

The resilience of our fiscal position is built on the base of a diverse local economy — one where no sector
is larger than 15% of the total labor force. Over the past five years Henrico added 4,254 jobs and saw $7.6
billion in private sector investment. That growth is due to the business-friendly tax environment nurtured
by the Board of Supervisors over the years, starting with a record of consistent reductions in the Real
Estate tax rate, when warranted. The FY26 budget continues this tradition with the 2-cent reduction for
2025.

A number of years ago, the County identified the area of sports tourism as an opportunity to provide
capture economic activity for our community and region. As we head into 2025, the fruit of those
investments is materializing, particularly with the first full year of operation of the Henrico Sports & Events
Center. The massive indoor sports facility has hosted around 100 sports tournaments, including the 2024
Atlantic 10 Women'’s Basketball Championship. It welcomed over 37,000 visitors and assisted in bringing
$93.1 million in sports-related economic impact in 2024. With future facilities in the form of the second
phase of Glover Park, the mezzanine expansion at the Regency NOVA Aquatic Center, and the reimagining
of the Crossings Golf Course, this is a very exciting time for Henrico sports.

While this growth provides additional resiliency, there is a growing undercurrent of economic uncertainty.
With many of the personnel actions and cost-cutting measures taken by the Federal government in the
first two months of this new presidential term, it is widely expected that there will be a significant impact
on the State’s revenue picture.

Even without the actions of the Resl GDP (§ Billians)

2005-2024 COVID-19 Recession
Feb 2020 - Apr 2020

Federal government, all economies SrentBrcassion \

are cyclical. The chart to the right m\

shows GDP growth over the past 20 M
years. Since World War Il the US
economy has averaged a recession
every 6.5 years. The last recession, at
this point, was 4 years and 4 months
ago. However, if you discount that : 2
recession as it was the result of the sudden economic shock the COVID-19 pandemic had, you have to go

back over 15 years — to June 2009 —since the end of the Great Recession. Either way you look at it, now
is the time to prepare for tough times.

While our reserves are at historic levels, this preparation must include re-examining our processes,
practices, and approaches to how we deliver vital services to our residents. This is why | will be forming
a work group to examine all facets of County operations with an eye towards permanent cost savings. |
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have also asked the Superintendent to work collaboratively on this effort. Each of us will have the goal of
identifying $6.0 million — a total of $12.0 million — in permanent cost savings without service reductions
or layoffs by the end of FY26. This is the equivalent of two cents on the real estate tax rate. This is not
this organization’s first foray into such an exercise, and a fiscal wellness check is a prudent exercise in the
environment in which we find ourselves. When | look throughout the workforce, | see the talent and
creativity it takes to tackle this important task.

Doing the Right Thing

At its core, the FY26 budget expresses the values of our community within the resources available to it. It
puts forward tax relief to assist everyone with feeling a little less stressed about the economic and social
uncertainty that abounds. It rewards the best employees any organization could want. It invests in the
infrastructure necessary to continue to make this a great community to strive while keeping an eye
towards the future aware of the potential for trouble ahead.

Moving forward, this County will continue to make sure we are great at the core functions of local
government. Being great at the basics of government is what makes everyone want to come here to live,
work and play. It also allows us to focus on the tough issues moving forward — finding ways to make
housing more affordable for all, insuring safe and reliable drinking water for the entire region, and being
a leader in creating a sustainable community — fiscally and environmentally - in the future.

With all that said, | want to take a moment to thank Superintendent Amy Cashwell and her staff for their
efforts in helping to craft this fiscal plan. Schools and general government have worked in lockstep
throughout this process and this budget would not be possible without their support.

| would also like to thank the budget staff for their effort in developing this spending plan. Without their
countless hours of hard work and dedication, this plan would not have been possible.

In closing, | would like to thank you, our dedicated Board of Supervisors, for your input and guidance
through this most important process. Staff and | stand ready to assist you as you consider this budget.

Respectfully submitted,

JGhmWA. Vithoulkas
County Manager
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