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March 28, 2022
Honorable Mayor, Members of the Falls Church City Council, and
Taxpayers and Residents of the City of Falls Church:
I am pleased to present the FY2023 Proposed Budget and Six-Year Capital Improvements
Program (CIP) for the City of Falls Church.
This Proposed Budget maintains excellent
government services and schools, fully funds the School Board request, funds an ambitious and
transformative capital plan with federal and state grants, and funds the key priorities of the
Council work plan. This budget proposal puts new resources toward building safety and
managing growth as the City recovers from the economic impacts of the COVID-19 pandemic,
and takes significant steps to mitigate the impact of assessed value growth on tax payers.
The FY2023 Proposed Budget reduces the real estate tax rate by eight-and-a-half cents to
$1.235 per $100 dollars of assessed value, down from the current rate of $1.32. We are in a
period of rapid market value growth in real estate, with assessed values increasing 11.4 percent
overall, and residential properties increasing by 13.7% and commercial properties by 5.7%. With
respect to the car tax, the Budget proposes to mitigate the impact on taxpayers from the
dramatic, but likely temporary, increase in used car values, by using a similar car tax reduction
approach being considered in nearby localities.
The Proposed Budget includes $1,020,000 in contingency to provide the City Council additional
flexibility in meeting needs expressed by the community, on taxes or spending, during the public
comment period prior to adoption on May 2.
This Budget also proposes a new Commercial and Industrial Tax of five cents ($0.05) per $100
dollars of assessed value on commercial properties (excluding multi-family) to fund
transportation improvements.
The past two budget years have been marked by caution in deploying limited resources to fund
core government priorities during a depressed economic landscape with the pandemic. This
budget reflects the clear signs of recovery and growth that we are seeing in the community, but
also attempts to address the challenges of cost inflation that is at levels not seen for over forty
years.
This $112.6 million Budget proposal invests in key Council priorities such as safe & walkable
streets, affordable housing, managing development, tax relief for residents, and investment in
the City workforce. The budget also marks the fourth year in a row of following the spirit of a fair
and sustainable revenue sharing arrangement with City schools that allows for more
predictability and sound planning in the budget process for both General Government and
School Administration.
3

Overview of Revenues and Expenditures
The General Fund FY2023 Proposed Budget is a spending plan that totals $112.6 million, which
is 7.6% over the FY2022 Budget. The following chart summarizes the changes to expenditures
and revenues between FY2022 and FY2023 for the General Fund:

Operating Revenues
Other Financing Sources
Total Revenues

FY2022
Adopted
$ 92,024,974
12,686,200
$ 104,711,174

FY2023
Adopted
$ 100,534,223
12,110,300
$ 112,644,523

Percent
Change
$ 8,509,249
9.2%
(575,900)
-4.5%
$ 7,933,349
7.6%

School Transfer
General Government
Contingency

$ 43,932,171
40,843,255
-

$ 46,682,171
43,294,362
1,020,000

$ 2,750,000
2,451,107
1,020,000

Affordable Housing
PAUG Capital
Building Inspection
Pension ROI
Debt Service
Contribution to Capital Reserve
One-time: Capital
ARPA Operating
Total Expenditures

100,000
100,000
550,000
550,000
448,000
1,114,300
666,300
(640,000)
(640,000)
14,217,748
12,944,309
(1,273,439)
5,810,000
4,500,000
(1,310,000)
670,000
670,000
1,389,381
1,389,381
$ 104,711,174 $ 112,644,523 $ 7,933,349

Variance

6.3%
6.0%
0.0%
148.7%
0.0%
-9.0%
-22.5%
7.6%

The School Board requests a transfer of $46,682,171, an increase of $2,750,000 or 6.3% over
FY2022. Not shown in the chart above, but detailed in the School Board section of the budget
book, the total School Division proposed operating budget including state and federal revenues
is $57,443,558, a 6.8% increase over FY2022.
The FY2023 General Government operating budget (not including debt service) provides for
operating expenditures of $43,294,362. This is an increase of $2,451,107 (or 6.0%) over
FY2022 with a major portion of this increase going to a 4% salary increase for City staff, in
addition to a 3% across the board salary increase that was approved in December.
The Proposed Budget builds into the tax rate “pay-as-you-go” for neighborhood traffic calming,
maintenance of facilities and replacement of fleet and major equipment in the amount of
$550,000. Additionally, the Proposed Budget continues the allocation of $100,000 to the
Affordable Housing Fund to leverage current Amazon Reach Virginia grant funded
redevelopment opportunities as well as future developer contributions.
The FY2023 Proposed Budget continues the investment in planning and building safety
personnel to ensure homeowners and commercial developers receive timely and professional
plan review and inspection services. The Budget uses the Building Permit Fee Reserve to fund
six positions including a building inspector, a planner, a zoning technician, a customer service
position, a plan reviewer, and an information technology position. These additional positions are
4

needed to meet the immediate surge in building activity coming with the Broad and Washington
project and the West Falls Project. With these new positions and prior positions funded last
year, the total draw on the Building Permit Fee Reserve is $1,114,300. Fees from the major
commercial development projects underway will continue to fund these positions for the next
three years at a minimum.
Debt service will decrease by $1.3 million (or 9.0%) in FY2023 due to the cancellation of planned
debt issuance in FY2021 and the refunding prior bonds from 2013 and 2011 at lower interest
rates. The FY2023 Proposed Budget includes the use of $4.03 million in capital reserves towards
debt service. This use of capital reserves is part of the Plan of Finance for the new Meridian High
School that was presented to the voters at the time of the bond referendum in November 2017
and to the bond rating agencies this year. Offsetting this use of capital reserves is the third
payment of the ground lease ($4.5 million) for the 10-acre land at the high school campus, under
the Amended Comprehensive Agreement that was executed with the Falls Church Gateway
Partnership.
The Pension ROI in the chart above reflects the return on investment of $640,000 from a portion
of the water sale proceeds ($9.2 million) that was invested in the City pension funds in 2015.
This return on investment is reflected in the budget as a credit to the City’s share of annual
Actuarially Determined Contribution (ADC).
The budget proposal also includes an appropriation of $3,789,331 of ARPA funds -- $1,389,381
in the operating budget for assistance to small businesses, households and schools; and $2.4
million in CIP for sidewalks and HVAC replacement at the Community Center.
FY2023 Revenues
The following chart provides a summary of the major sources of revenues for the General Fund
totaling $112.6 million.
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The following table provides a summary of FY2023 revenue projections by category compared
to the FY2022 Adopted budget.

Real Estate Tax
Personal Property
Sales Tax
Meals Tax
BPOL
Other Taxes
Licenses & Permits
State & Federal
Charges for Services
Other
Use of Fund Balance
Total

FY2023
FY2022 Adopted
Adopted
Variance % Change
$
60,329,000 $
62,956,000 $ 2,627,000
4.4%
5,965,000
6,357,500
392,500
6.6%
6,100,000
6,891,000
791,000
13.0%
2,985,000
4,236,000
1,251,000
41.9%
3,293,050
4,575,000
1,281,950
38.9%
3,463,200
4,078,000
614,800
17.8%
1,291,425
1,289,925
(1,500)
-0.1%
4,561,031
5,895,787
1,334,756
29.3%
3,196,068
3,535,211
339,143
10.6%
8,988,400
7,011,800
(1,976,600)
-22.0%
4,539,000
5,818,300
1,279,300
28.2%
$

104,711,174 $ 112,644,523 $ 7,933,349

7.6%

The increases in the revenues shown above reflect activities returning to almost pre-pandemic
levels in most areas of our economy, and in some instance, exceeding pre-pandemic levels.
The COVID-19 pandemic caused many revenues to drop significantly in FY2020 and FY2021.
Sales tax revenues, however, increased during the pandemic and are continuing to grow. Meals
tax revenues dropped significantly in FY2021, but are now projected to be at pre-pandemic levels
in FY2023. Business licenses and permits did not decline as expected during the pandemic and
are continuing to have a small but steady growth. Other taxes are also showing a growth over
FY2022, but taxes such as transient occupancy taxes still remain below pre-pandemic levels.
The increase in State and Federal revenues reflects the use of America Rescue Plan Act (ARPA)
funds, which are being budgeted largely as set forth in the plan reviewed by City Council in
December 2021.
Charges for services are increasing with the expectation that recreation programs are also
returning to almost pre-pandemic levels as we see continued relaxation in state and federal
social-distancing and masking guidelines. The decline in other revenues reflects the receipt of
voluntary concessions from the Founder’s Row developers in FY2022. The increase in Use of
Fund Balance reflects the use of Building Permit Fee Reserves to fund additional positions in
FY2023 as described in previous pages.
Nationally and locally, we are seeing significant increases in the fair market values of new and
used cars due to supply chain interruptions, which translates into dramatically higher assessed
values of vehicles for personal property taxation. The proposed budget does not include this full
blue book valuation increase for cars and trucks. Rather, we will propose that the personal
property tax rate of $5.00 remain unchanged but that the blue book car/truck valuations be
reduced by 5 to 15% across the board to provide relief to taxpayers. We are working with the
Commissioner of Revenue on the details of this approach, and a recommendation will be brought
forward to Council in the coming weeks.
6

Real Estate Assessments
The total assessed value of taxable real estate in the City is approximately $5.1 billion as of
January 1, 2022, an increase of $523 million (or 11.4%) over January 1, 2021. New construction
for residential properties of $18.16 million and commercial properties of $16.49 million accounts
for 0.8% of assessed value. Market appreciation accounts for the remainder.
The following chart summarizes changes to assessed value by property class due to the
combination of new construction and market appreciation.
Single Family
Townhouses
Condominiums
Commercial
Apartments
Overall

FY2022

FY2023

up 4.2%
up 4.6%
up 3.1%
up 0.6%
down 2.8%
up 2.7%

up 14.4%
up 11.6%
up 12.3%
up 2.6%
up 12.4%
up 11.4%

Overall Residential: 13.7%
 Market 13.2%
 New Construction: 0.5%
Overall Commercial: 5.7%
 Market: 4.5%
 New Construction: 1.2%

FY2023 Expenditures
The following chart represents the City’s allocation of General Fund expenditures totaling
$112.6 million by function.

Debt Service comprises 11.5% of the total budget, which is above the City’s historical range of
between 6% and 8% of expenses. Net of interfund transfers, the debt service is approximately
12.2% of the total expenditures, however, it is expected to drop back below the traditional policy
limit of 12% starting in FY2024.
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Operating Budget Highlights
Highlights of the Budget as aligned with the City Council FY2023 Budget Guidance and Work
Plan include:


Mobility and Accessibility
 Deploying ARPA funds towards new sidewalk construction for $1.4 million.
 Funding $100,000 of Neighborhood Traffic Calming program.
 Major grant-funded transportation projects are included in the CIP



Public Health and Safety
 Addition of two officers – one SRO and one patrol officer with a focus on traffic
 Added two civilian employees to support the Department of Public Safety
 Prorated share to fund 5 additional FTEs to implement Kelly Day as per the Arlington Fire
Agreement
 Use of $1.1 million in Building Permit Fee Reserves to fund planning and building
inspection and intake functions
 $6.94 million in flood mitigation projects funded in the CIP with grant funds
 Use $1.0 million of ARPA funds to modernize the Community Center’s HVAC system



Inclusiveness and Social Sustainability
 Staff developed the operating budget and the CIP with an eye to promoting greater racial
and socio-economic equity in all programs and spending decisions
 $100,000 for affordable housing
 Deploy $395,000 ARPA funds for the following purposes:
o $70,000 towards the Community Services Fund for aid to non-profits
o $150,000 for direct economic assistance to households
o $175,000 to the Capital Area Foodbank towards the construction of a new
warehouse
 $73,700 of Community Development Block Grant (CDBG) and Home Investments
Partnership Grant are used towards the rehabilitation of Virginia Village Properties owned
by the City and the EDA
 $103,000 additional funds for a total of $535,000 to fully fund the Property Relief Program.



Small-Town Character in an Urban Setting
 Park Master Plan implementation ($150,000 debt-financed)
 Continue to fund downtown beautification and improvements (1% of 6% Transient
Occupancy Tax)
 Use $500,000 of ARPA funds to provide support to local businesses



Environmental Sustainability
 Additional funding to accommodate increased costs for recycling
 Greening of Lincoln Project, to add water quality best practices to that street
 Fellows Park – funding in the CIP to preserve and enhance the natural features of the
City’s newest park.
 Continues the conversion to electric school buses, through the use of federal American
Jobs Act funds.



Education
 Fully funds School transfer request
 Use $374,000 of ARPA funds to fund School Board’s request for a guidance counselor,
psychologist, and ESOL teacher.
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Responsive and Accountable Governance
 Continued investment in employees
o 4.0% merit increase
o $35,000 in employee training and professional development
o $200,000 to fund potential increases as a result of the compensation study
 $1.12 million in facilities reinvestment and fleet replacement
 Create a full-time Deputy Registrar position by upgrading a part-time position to allow the
Office to adapt to changing legal requirements
 Technology & Innovation
 Reinvestment in core infrastructure and maintenance ($200,000 debt-financed)
 New position to review and improve utilization of the City’s financial system
 New position to plan an develop the Library’s technology growth

Capital Improvements Program (CIP)
The CIP is a six-year plan for investment in City schools, parks and fields, library, government
facilities, transportation, sewer, and stormwater infrastructure. Major projects recently
completed through the CIP include the new Meridian High School, the expanded and renovated
Mary Riley Styles Public Library, Big Chimneys Park, and nine neighborhood traffic calming
projects. South Washington Transit Plaza and Streetscape Improvements, West Falls
Transportation Improvements, Park Avenue Great Street and several traffic signal intersection
improvements are current projects that are improving the City.
Transportation projects are funded mainly by state and federal grants and constitute a large and
growing part of the CIP. Transportation projects total $6,387,000 in FY23, and total $78 million
over the six-year planning horizon. New transportation projects included in the FY2023-FY2028
CIP are phased over time to line up grant funds with available staff resources.
Stormwater flooding mitigation is another important focus area of this CIP. A significant portion
of the federal American Rescue Plan Act State and Local Fiscal Recovery Funds (ARPA) will
fund the priority six projects along with green infrastructure. Council appropriated $7.4M ARPA
funding in FY2022 and over $4.7M additional federal ARPA and federal infrastructure funding is
proposed for FY2023.
Pay As you Go (PayGo) local funding is built into this CIP to ensure consistent reinvestment in
core functions that are not eligible for debt or grant financing. PayGo is funding neighborhood
traffic calming, facility reinvestment and other replacement items such vehicles, IT equipment,
fields and courts.
The FY2023-2028 CIP piloted an Environmental Impact Lens Tool and continued for the second
year the Equity Lens Diagnostic Tool. The Environmental Impact Lens assesses how the project
improves the City’s sustainability and resiliency. The Equity Diagnostic tool is intended to
mitigate historical disparities and inequities on the basis of race or socio-economic status. Both
of these focused tools help prioritize capital investment throughout the City. While neither
diagnostic tool resulted in major changes in the CIP projects they did serve to affirm many of the
investments that are in the six-year plan. However, this process will continue to be refined and,
most importantly, sustained over time to guide future project planning efforts.
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The following chart summarizes projects and funding level by area:

PROGRAM

FY2023 FY2028

FY2023

Public Safety
Information Technology
Public Facilities (includes general
government and schools)
Recreation & Parks
Transportation Fund

$

450,000
200,000

$

2,928,750
925,000

4,062,572
150,000
6,387,278

8,812,572
2,715,000
78,942,530

Total General Government &
Schools

$ 11,249,850

$ 94,323,852

Sanitary Sewer
Stormwater

$ 3,994,837
5,143,920

$ 14,758,162
6,994,970

Total Utility Funds

$ 9,138,757

$ 21,753,132

The projects are described in the Capital Improvements Program section of this Budget and in
a more detailed CIP Notebook found at www.fallschurchva.gov/CIP.
Key FY2023 projects are in the areas of:
Transportation: For FY2023 $6,400,000 in transportation projects are funded through a
combination of local, state, and federal funding; 84% is grant funded. Notable FY2023
grant funded projects that be occurring include: 1) Design: Park Avenue Great Streets,
Berman Park Trail Crossings, and Annandale & S. Washington Intersection; 2)
Engineering- W&OD Crossings, and Greenway Downs Traffic Calming; and 3)
Construction- S. Maple and S. Washington intersection, Columbia & N. Washington
intersection, Oak Street Bridge, Broad Street Pedestrian Crossing (HAWKs), and LED
Streetlight Conversions.
Stormwater: the CIP funds the six major flood mitigation projects, as well as green
infrastructure needs, that were prioritized by the Stormwater Task Force. The 6-year CIP
proposes an additional $7,900,000 federal grant resources to the already appropriated
FY2022 and 2023 funding.
Sanitary Sewer: the FY 2023 CIP includes $2,000,000 in sanitary sewer funding for
Arlington and Alexandria wastewater treatment plant infrastructure upgrades. Also, over
the 6-year period the CIP plans $2,250,000 for sewer line rehabilitation.
Parks: $150,000 for ongoing Park Master Plan projects in FY2023, such as trails and
playground equipment, with $900,000 over the 6-year period. The Fellows Park
improvements master plan and design work (appropriated in FY2021 for $200,000) will
be completed in FY2023 and $500,000 construction funds are allocated in FY2024.
10

Information Technology Core Infrastructure: $200,000 allocated for infrastructure
replacement and cybersecurity upgrades for core firewall, intrusion and detection
systems, Library digital file storage, and Police Body Worn Camera video storage.
$925,000 is allocated over the 6-year CIP to properly update aging infrastructure per the
City’s IT strategic plan.
Capital Reserves
At the end of FY2022, the Capital Reserve balance is projected to be $12.1 million. This
anticipated balance includes the second payment ($4.5 million) for the capitalized ground lease
for the West Falls project at the former high school site. The FY2023 Proposed Budget uses
$4,034,000 of these reserves to help pay for the increased debt service for the new Meridian
High School. The Proposed Budget also uses $720,000 of the reserves to replace two public
works trucks, replace garage bay doors and vehicle lift at the Robert Goff Operations Yard, and
fund a study on the redevelopment of the Yard after the Fairfax Water lease has expired. In
FY23, the City will receive the third payment from the capitalized ground lease of $4,500,000,
bringing the Capital Reserve balance to $11.9 million at the end of FY2023.
The additional payments of $4.5 million each in FY2024 and FY2025 and $1.0 million in FY2026,
as well as any additional payments received from developer contributions will be placed into the
Capital Reserves to be allocated toward needed infrastructure through the CIP planning process.

Utility Funds
Sanitary Sewer
This Budget proposes increasing the sanitary sewer rates by $3% to $10.17 per $1,000 gallons
from $9.87 per 1,000 gallons. The increase is necessary to accommodate increases in
personnel and contract costs. The operating budget, totaling $4,552,000, includes $650,000 of
rate-funded treatment plant upgrades implemented by our partners In Arlington County and
Fairfax County. The CIP also contemplates issuing another $345,000 in debt towards the same.
To meet the growing demands on the system, the CIP for FY2023 funds the purchase of
additional capacity with Fairfax County at the Alexandria Wastewater Treatment Plant for $3
million dollars, which is paid for with connection fees paid by developers in the City.
Storm Water
This budget proposed to increase the stormwater fee rate by 3%, to $19.28 per 200 square feet
of impervious coverage. This rate increase is necessary to fund increases in personnel and
contract costs for the maintenance of the system. The Stormwater Task Force, convened by
City Council in 2019 has identified six major flood mitigation projects, which are in final
engineering now. This rate increase is not driven by those six major projects; local and state
ARPA funds, as well as other Federal funds are anticipated to be used to fund the construction
of these projects. Debt financing is included in the CIP in future years.
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Budget Guidance
In December 2021, the City Council adopted a Budget Guidance Statement for FY2023. Below
is a list of that guidance, and discussion of how the adopted budget meets that guidance.


Continue the spirit of cooperation and collaboration between the General Government and
the Schools in the development of the annual Budget and Capital Improvements Program.
 This budget continues the spirit of a revenue sharing arrangement between General
Government and Schools that starts with revenue forecasts in the fall that promotes
greater predictability and sound planning in the annual budget development process.



In light of projected growth in assessed value of real estate and its associated financial
burden on homeowners, the budget should provide options for tax rate reduction between 0
and 4 cents on the real estate tax rate, after core government and public education needs
are met, and after accounting for negative fiscal impact of proposed statewide reduction or
elimination of the grocery tax.
 The Proposed Budget includes a reduction of eight-and-a-half (8.5) cents per $100 of
assessed real estate values.
 This reduction keeps the impact on the average homeowner tax bill within the same
bounds as discussed in the initial revenue forecasts from last fall.
 The Proposed Budget also includes a plan to alleviate burden to taxpayers as a result
of the surge in vehicle values.
 State legislature and the Governor continue to review the options for grocery tax
elimination.
 Budget provides a $1,020,000 contingency to give Council more flexibility in addressing
community needs for tax relief and/or critical spending priorities, and to address ongoing
price inflation that will impact the City in the coming year.



The budget should contain recommendations for changes to the Senior Tax Relief Program.
 The Proposed Budget includes $535,000 to fund the current Tax Relief Program, an
increase in $103,000 intended to meet existing demand for this program.
 A further review of the program along with comparison with neighboring jurisdictions will
be provided as part of the budget deliberations, with the Council contingency (noted
above) as a potential source of funding.



Ensure that employee compensation is competitive within the regional labor market, fosters
strong employee retention and recruitment, and is sustainable over the long term. The budget
should incorporate the findings of the independent compensation study that is planned this
year and reflect the findings of the staffing level study.
 The budget proposes a merit increase of 4% for General Government employees in
addition to the 3% increase approved in December 2021. Taken together, this salary
increase is in line with that proposed for School employees, and is similar to increases
in compensation seen in local governments throughout the National Capital Region.
 The budget includes a reservation of $200,000 to fund the results of the ongoing
compensation study.
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The budget should fund improvements that will further progress in making the City’s business
districts vibrant, attractive, and walkable; fund the neighborhood traffic calming program and
the sidewalk program on a sustained basis; and provide a plan to sustain Capital Bikeshare
after current grant funding phases out June 2022. The budget should include the necessary
project management, procurement, and grant management staffing for successful delivery
and maintenance of these improvements.
 The budget includes $100,000 of tax-supported funding for the Neighborhood Traffic
Calming Program in the CIP
 The budget uses $1.4 million of ARPA funds to build new sidewalks.
 The budget proposes adding a C&I Tax to fund new sidewalks, bikeshare, and WMATA
Capital needs.
 The budget includes funding for a contract specialist and grant compliance officer to
assist in the implementation of projects, many of which are paid for through the grant
funds.
 The budget includes $75,000 for Downtown Enhancements to support flower baskets,
tree lighting, and similar improvements. This is a sustained funding source through the
Transient Occupancy Tax.



The budget should continue the progress made in FY2022 of providing both local and grant
funding for the preservation and development of affordable housing.
 The budget includes a transfer to the Affordable Housing Fund of $100,000.
 The budget proposes using CDBG and Home Investments Program grants to
rehabilitate City and EDA-owned Virginia Village properties.
 The budget uses ARPA funds to double the Community Services Fund from $86,000 to
$156,000, which provided competitive grants to local non-profits to assist with housing
and other needs.



The budget should fund improvements to the City storm water infrastructure as called for in
the CIP and wherever possible apply federal and state funding for this necessary
infrastructure in lieu of stormwater fee increases.
 The CIP includes the anticipated receipt of various federal grant funds to fund storm
water infrastructure improvements, including $11.6 million in ARPA funds, $744,000
of State and Tribal Assistance Grants (STAG), and $400,000 in Congressional
Community Project Funding.



The budget must promote racial and social equity in the allocation of public dollars.
 The Budget and CIP were developed by staff with an intentional effort to view spending
allocations through the lens of current and historical disparities and inequity based on
race.
 The budget continues funding for the Use of Force Review Committee
recommendations, including support for body worn cameras, adding two police
officers, and increased civilian support for departmental functions.
 $25,000 is allocated to ensure that all residents can access Rec and Park programs,
with scholarships.



The CIP should continue the strategic use of the NVTA 30% and 70% funds as well as other
state and federal sources of funds for transportation improvements for all modes of
transportation, including walking, cycling, microtransit, public transit, and vehicles. These
13

transportation investments should be aligned with the walkability priorities established in the
Mobility for All Modes Chapter of the Comprehensive Plan.
 The Special Transportation Fund CIP includes the use of different funding types to fund
improvements, and the City has successfully gained significant NVTA grants, including
the West Falls Intermodal Project ($15 million); Park Avenue Great Streets ($8.3 million)
and Shreve Road Pedestrian Improvements ($7M million).


The budget should address funding for WMATA that does not exceed the 3% cap on annual
increases to jurisdictional contributions for the operating and capital budget.
 The City’s contribution to WMATA is fully funded, based on their proposed budget. This
funds the WMATA subsidy capped at 3 percent mandated subsidy growth level plus
legislative exclusions.



Calculate and highlight in the budget presentation the pension expense avoided by the
investment of a portion of the water sales proceeds in the pension fund.
 The Budget includes $640,000 in avoided Actuarially Determined Contribution (ADC) to
the pension fund. This represents a sustainable return on the $9.2 million investment
of water sale proceeds in the pension fund, and saves the taxpayers the equivalent of
1.25 cents on the Real Estate Tax Rate.



Accompany the FY2023 budget presentation with public information that explains the budget
clearly and solicits public participation and input in budget decisions.
 Town Hall meetings are scheduled for March 31 and April 21
 The public will provide input at various City Council meetings (April 11, April 25 and May
2) and Council Work Sessions (April4 and April 18).
 The City Office of Communications is developing short films to help explain the budget
and solicit feedback.

Looking Ahead
Significant issues for the future include:


World events continue to play a significant role in the City’s finances and ability to deliver
projects. Rising fuel costs, supply chain disruptions, and low unemployment rates, all
resulting in higher costs and longer delivery periods, are some of the challenges that we
are currently seeing and have tried to address in this budget. However, as the markets’
reactions to the unfolding war in Ukraine are continuing to develop, the City should continue
to build flexibility and agility in managing its finances to maintain its solid financial footing.



The City School Administration has completed the new Meridian High School on time and
on budget, which is a generational achievement that will serve the City and its residents
well for decades to come. To meet the debt service requirements for this $120 million
investment, the City has raised taxes (5 cents are dedicated to debt service for this project)
and the City has executed a Comprehensive Agreement with Falls Church Gateway
Partners for a 99-year ground lease for approximately 10 acres of the former high school
property. Due to the COVID-19 pandemic, and its negative impact on the ability to finance
commercial development for hotel, retail and office in particular, the City and FCGP
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negotiated changes to the terms of that ground lease. The City allowed a reduction in the
rent payments over the next five years in exchange for an increase in rent payments for the
remainder of the 99-year term of the lease. The success of this West Falls project remains
an important priority for the City to accomplish the plan of finance for the high school without
additional increases in tax rates.


WMATA costs will continue to rise while ridership levels lag as a result of the COVID19
pandemic and WMATA’s reliance on federal assistance.



The City’s pension funds are currently fully funded on a market value basis, as well as
actuarial basis. In FY2023, the City continues to see a reduction in the required contribution
to its pension plans due to healthy returns on plan investments. If current actuarial
assumptions hold, City retirement contributions can be expected to be stable over the
coming years.



Economic development and private investment in the City remain critical to generating the
revenue to reinvest in aging public infrastructure. As a minimal target, the City should seek
at least $50 million per year in new construction value to buttress normal market
appreciation and sustain City services and infrastructure without rate increases.

The City of Falls Church continues to enjoy the strongest credit ratings: Standard & Poor’s AAA;
Fitch AAA, and Moody’s Aa1. Sound financial management sets the stage and builds the trust
necessary for accomplishing our most important community goals. These include maintaining
adequate fund balances as a cushion against the unforeseen; using capital reserves for regular
and well-planned reinvestment in infrastructure; and using one-time money such as grants and
fund balance only for one-time expenses and not for ongoing expenses.
The FY2023 Proposed Budget is the culmination of several months of work from dedicated
employees and City Council, and participation in the development process by an interested and
vested community. This is shown in the budget with the strong and steady steps to meet the
priorities of the City Council and the community, as set out in the Comprehensive Plan and the
City Council’s Budget Guidance Statement.
Respectfully,

F. Wyatt Shields
City Manager
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CITY VISION
In the year 2040, the City of Falls Church is a welcoming and inclusive community –
a special place in the heart of Northern Virginia. Involved citizens are key to the City’s
long-term success as a leader in education, environmental sustainability, multi-modal
transportation, and vibrant economic development.
By investing in neighborhoods, community services and facilities, schools, and parks the
City preserves small-town character and history while honoring a deep commitment to
progress and a growing community. The continual rejuvenation of robust commercial
areas supports the City’s high quality of life for all citizens.
Inherent in this Vision Statement is a set of core values that embody what the City of Falls Church
is striving to achieve over the next 25 years. That set of core values is listed here.

Small‐Town Character in an Urban Setting






Community involvement and spirit
Festivals and events
Substantial investment in the arts, including public art
Historic preservation
Revitalization districts as focal points







Flourishing commercial base including local shopping and dining
Business development
Skilled labor force
Regional attractions and tourism economy
Public-private collaboration

Economic Sustainability
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Environmental Sustainability







Parks and open spaces for recreation and the environment
A lush urban forest
Safe, breathable air
Clean, safe streams as measured against water quality requirements for being
“swimmable and fishable”
Zero waste
Energy efficiency/reduction in GHG emissions

Inclusiveness and Social Sustainability




Diverse housing stock for all income levels
Services and facilities for all ages and abilities
Celebrations of race and culture including music, arts, and commemorations of history
and historical events

Education




High quality public education and library facilities
Continued academic excellence
Opportunities for life-long learning

Mobility and Accessibility




Travel options to walk, bike, transit, or drive
Local accessibility and regional mobility
Regional cooperation and regional solutions
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Public Health and Safety







Ample opportunities for physical activity
Access to fresh, local foods
Low crime rates
Responsive police service
Access to quality physical and mental health care
Hazard mitigation

Responsive and Accountable Governance





Fiscal responsibility
Accessible and responsive public servants
High participation with citizen boards and commissions
Openness and transparency

Resolution 2017-14
Adopted April 10, 2017
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CITY OVERVIEW
Falls Church is an independent city lying just a few miles from the national capital. This proximity has
been a major influence on its development, especially over the last century. Falls Church is small in area
(2 square miles) and population (estimated at 14,658 as of July 2020 according to the U.S. Census), but
its heritage predates America's colonial era.
Before the English came to Jamestown in 1607, the gently rolling landscape of Falls Church was
traversed by Native American hunter-gatherers. As they moved inland from the north and east, they
traveled two trails that intersected within the present boundaries of Falls Church. After a series of wars
ending in 1677, they left the region and settlers gradually moved in.
The City's history dates back to the late 1600's when it was an early colonial settlement shared with
native Indians. The community grew up around The Falls Church, which was founded in 1734 and whose
congregation has included president George Washington and Virginia statesman George Mason. Falls
Church slowly grew around the intersection of two Indian trails leading to the lower Potomac River falls,
not far from the current intersection of Broad Street (Route 7) and Washington Street (Route 29). In 1875
the Town of Falls Church was chartered by the Virginia General Assembly. Falls Church became an
independent City in 1948 led by parents determined to improve the quality of local schools. The City has
a seven-member City Council, elected at-large for four-year, staggered, terms with an election occurring
every two years. The Mayor and Vice Mayor are selected by Council for two-year terms.
Today, the City boasts a high education rate with 78% of its population having a bachelor’s degree or
higher. The City’s public school system is also ranked among the highest in Virginia. Named an AllAmerica City in 1962, Falls Church has also earned the Tree City USA award for 44 consecutive years
from the National Arbor Day Foundation.

CITY STATISTICS



2 square miles area with a population of 14,325 (estimate as of July 1, 2020, U.S. Census)
$5,340,454,800 total assessed value (AV) and $5,093,612,300 taxable AV of real estate at January
1, 2022

FALLS CHURCH
January 1, 2022 Median Single-Family Home value
Unemployment Rate, October
Median Household Income5
Per Capita Income6
Bachelor’s Degree or Higher7

20214

1

WASHINGTON
METRO

U.S.

$980,7001

$544,3002

$353,4003

1.8%
$146,922
$73,288
79.1%

2.5%
$106,415
$51,515
51.7%

4.3%
$64,994
$35,384
32.9%

Source: City of Falls Church Real Estate Assessor’s Office; assessments for single family homes and townhouses.
Source: National Association of Realtors; sales price for single family homes and townhouses, excluding foreclosures.
3 Source: Ibid.
4 Source: Bureau of Labor Statistics, Local Area Unemployment Statistics (preliminary estimates for Falls Church and
Washington Metro)
5 Source: US Census Bureau, American Community Survey 2020
6 Source: US Census Bureau, American Community Survey 2020
7 Source: US Census Bureau, American Community Survey 2020
2
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RACE AND ETHNICITY, 2020
White
African American
Asian
Other, unknown
Two or more races
Total

78.0%
4.8%
9.9%
3.2%
4.1%
100.0%

Hispanic (any race)

10.6%

CITY OVERVIEW

EMPLOYMENT BY INDUSTRY

Source: American
Community Survey, 2020

AGE DISTRIBUTION, 2020
0-19
20-44
45-64
65+
Total
Median Age

26.8%
31.8%
28.3%
12.1%
100.0%
39.2

Source: American
Community Survey, 2020

Source: Virginia Employment Commission,
as of March 2022 using 2021 Q3 employment data.

REGIONAL COOPERATION
Services provided by contract by other localities:
Arlington County
Fairfax County
 Jails
 Health
 Area Agency
 Commonwealth
Attorney
for Aging
 Courts
 Social Services
 Fire
 E-911
 Probation Services
 Boys residential
home (Argus House)

Memberships:
Northern Virginia Regional Commission (NVRC)
Northern Virginia Transportation Commission (NVTC)
Northern Virginia Transportation Authority (NVTA)
Northern Virginia Regional Park Authority (NVRPA)
Fairfax-Falls Church Community Services Board
Metropolitan Washington Council of Governments
(MWCOG)
Northern Virginia Criminal Justice Training Academy
Northern Virginia Juvenile Detention Home

ECONOMIC DEVELOPMENT TRENDS
As with the rest of the world, the City has had to grapple in the last few months with the novel coronavirus
or COVID-19, with its impact on operations, its residents’ way of life, and the economy. In March 2021,
the Virginia Governor Ralph S. Northam declared a state of emergency and a public health emergency
for the Commonwealth of Virginia in response to the continued spread of novel coronavirus or COVID19. Social distancing was enforced limiting public gatherings in restaurants, fitness centers, theaters and
other venues and a stay at home order was put in place. Local revenues derived from such businesses
including meals tax and transient occupancy tax were adversely affected while at the same time, the
needs of the City’s constituents for economic assistance increased. With assistance from the federal
government through the CARES Act as well as prudent fiscal management even prior to the pandemic,
the City was able to mitigate the economic impact of COVID-19 in fiscal year 2021. In FY2021, the City
saw some recovery in certain revenues although still not to pre-pandemic levels.
The City of Falls Church has been fortunate during the last 16+ years to have benefitted from many types
of new development, large and small. The City’s exceptionally convenient location and a strong regional
economy have led developers to invest in eight projects which altogether resulted in $567.6 million in real
estate value. Developers also voluntarily contributed over $7 million in cash for school capital
24

FY2023 PROPOSED BUDGET

CITY OVERVIEW

improvements, and have provided 69 affordable dwelling units, as well as nine workforce units in
obtaining land entitlement approvals for the projects.
The eight post-2005 mixed use projects have delivered 370,000 square feet (SF) of new commercial
space, or the equivalent of 8.5 acres of space for office and retail uses, representing a commercial
building FAR of 0.46 on commercially zoned sites that were previously vacant or had FAR levels of 0.10
or less. These new buildings have added grocery and retail stores, a new hotel, and a senior/assisted
living care facility.
In addition to these eight projects that continue to strongly benefit the City’s budget, one new project,
Founders Row 1 by Mill Creek Residential is nearing completion at the end of 2021 and has begun
leasing. This project sits on 4.3 acres and includes 550,000 SF of new development with 322 multifamily
units, 72 age-restricted rental units, 68,000 SF of retail space (including at least 25,000 SF of restaurant
space) and a new movie theater.
Included further below are details on three more mixed use projects that are either fully entitled and ready
for construction or are pending approvals by the City Council.
And, despite the effects of COVID since the spring of 2020, there continues to be significant development
interest in the City. Inquiries for additional possible projects on sites throughout the City continue at as
high a level as in the previous 10 years or more. City staff continues to encourage and facilitate
discussions with developers, to encourage proposals that make sense for both the developer and the
City, as we continue to focus on new development with the right mix of uses to strengthen, broaden and
balance our tax base. The multi-family residential market continues to show strength and the market for
age-restricted, active senior rental apartments also appears to be gaining market strength. The first units
of this type will soon be available as a part of the Founders Row 1 project, which is nearing projection
completion in early 2022. Other prospective developers have shown an interest in building various types
of senior housing, including more independent rental units or projects that offer more of a continuum of
care offering a combination of independent and assisted/memory living care units. City staff also works
hard to promote office, retail and hospitality opportunities in the City.
Project to start construction in early 2022 – Broad and Washington
The Insight (developer) or Broad and Washington project received their final City approvals in 2021,
clearing the way for the project to begin construction in 2022. The 418,602 square foot project on 3.16
acres at the corner of N. Washington Street and E. Broad Street (including a former City parking lot) will
include 339 apartments, a Whole Foods grocery store, a new home for Creative Cauldron (a live theater
venue in the City) and one or two additional retail spaces. Demolition of the existing office building,
former restaurant building and a small medical office building is anticipated in late spring of 2022, with
project completion projected by the summer of 2024.
Two New Pipeline Projects
Founders Row II: (Developer: Mill Creek Residential)
A Special Exception and Rezoning Application for a new mixed-use development, Founders Row II, was
submitted on November 20, 2020. The project involves roughly two acres of property on the corner of W.
Broad and West Streets, “kitty corner” to Founders Row (Phase I). The existing buildings/uses on the site
include a former Rite Aid drug store and a former one-story retail carpet/rug store commercial building.
As proposed, this project would include 280 multifamily rental units, roughly 15,000 SF of ground floor
retail space and 5,000 SF of co-working space. In addition, the developer is proposing that 12% of the
units (approx. 17) will be affordable – half for residents at 60% AMI and half for residents at 80% AMI.
The project has recently finished its review by City Boards and Commissions, and has received a positive
recommendation to City Council by the Planning Commission.
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One City Center (Developer: Atlantic Realty)
The second proposed and pending new mixed-use development project was submitted in February of
2021 and involves 4.63 acres of land, located on the south side of Broad Street between S. Maple Avenue
and S. Washington Street. It includes retaining the existing George Mason Square and 150 S.
Washington office buildings and redeveloping the properties that surround them. Exterior improvements
to these existing office buildings are also proposed. New building space proposed includes a 26,500 SF
grocer, 13,365 SF of retail/flex space, approximately 33,000 SF of upper level office space, as well as 6
levels of residential multifamily rental (246) units. The developer is requesting a Special Exceptions to
allow the residential development and to allow a height bonus. The City Council has been and continues
to the discuss the project, which is anticipated for final consideration in May 2022.
Office Trends
The vacancy rate for office space in the City is low as compared to neighboring jurisdictions and is
trending only slightly higher since last year. The slight increase in the office vacancy rate appears to be
caused by continued strong Northern Virginia market competition for tenants, COVID-19 affects, lack of
available new Class A office space in the City and the general lack of City office locations with preferred
proximity to Metro. Across Northern Virginia, it has been reported that even during the pandemic, high
quality office space remains desirable but that tenants are seeking well-located and richly amenitized
accommodations to meet their long-term needs. Our City office market, however, provides few of those
options and instead trends more toward economical office options for tenants, in a very convenient
location. Office space in the City also averages more than 50 years in age, according to CoStar, so lack
of reinvestment in some of these buildings is likely affecting their leasability. Twenty-five percent of the
current total direct vacant space in the City is in one building – 803 W. Broad – likely as a result of the
lack of reinvestment, as well as other factors. Another factor that is difficult to measure and that has and
will probably continue to affect the office market in the region is the result of new and increased “work
from home” options that many employers are offering their workers, largely beginning as result of COVID.
With their workers working from home, there is some measure of lower demand for office expansion
space or in some cases, renewals, as employers re-evaluate their future office space needs.
Retail Trends
With the exception of the new Founders Row 1 retail spaces (as compared to most of the rest of the
existing retail space in the City), which will have high lease rates, require expensive first time build outs
and will have high triple net charges, the retail vacancy rate in the City is very low and COVID 19 so far
seems not to have dramatically affected the City’s retail vacancy rate. But as of late in 2021, we are
hearing that there are a number of leases and Letters of Intent pending for retail space and the theatre
space in Founders Row 1, so even that project that is delivering commercial space at a difficult time
shows signs of leasing up sooner than might have been expected. The late 2021 inventory of the vacant
space other than Founders Row is probably too low to be able to accommodate demand for City retail
space, so the new retail spaces in the Insight and possibly the Founders Row 2 project and One City
Center projects, all including strong retail anchors, will add much needed retail options and inventory of
space.
City staff often receive inquiries for specific types and sizes of retail space that we cannot accommodate.
The availability of “affordable” retail space is especially limited and declining. At the same time and
despite not yet having seen many business failures in City retail spaces so far, it’s uncertain as to the
individual tenant situations where, during the worst of COVID, rent may not have been paid for some
period of time, so that those missed payments are likely to eventually need to be paid as the recovery
enables that to occur. This is especially true of the businesses that are highly dependent on face to face
interactions, including restaurants and personal service businesses such as fitness tenants, who were
most likely to be most affected by COVID.
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Employment, Education and Household Income Trends
Because of its proximity to Washington D.C., the City’s unemployment had been relatively low although
the COVID-19 pandemic certainly impacted it. In October of 2021, the Virginia Employment Commission
reported that the City of Falls Church had a 1.8 percent unemployment rate, decreased from 4.0 percent
in December 2020, following a nationwide trend in unemployment reduction as the nation recovers from
the COVID-19 pandemic. These rates compare favorably to a state-wide Virginia rate of 2.5 percent and
a nationwide rate of 4.3 percent.
According to the U.S. Census, the City’s population is estimated at 14,325 as of July 1, 2020. The
American Community Survey 2020 census date reports that the City’s median household income was
$146,922 and educational attainment of bachelor’s or graduate/professional degrees was 79.1 percent.

COMPREHENSIVE PLAN OUTLOOK FOR THE FUTURE


The City will continue as a vibrant and thriving enclave in the Northern Virginia region, inhabited
by citizens and businesses who believe strongly in community involvement and spirit.



The City will retain its small-town character and be strengthened by infill development and
redevelopment in its commercial districts. This character will be conveyed visually through the
cohesive architecture and urban design of the commercial districts, which complement the
residential neighborhoods; through the successful preservation and rehabilitation of the City’s
historic resources; and continuing high levels of resident participation in civic groups and local
governance.



The City’s commercial base will be strong and serve the greater Falls Church community, while
also attracting people from throughout the region to eat, shop, and conduct business in the
commercial centers. The City will have attractive office spaces located within walking distance of
restaurants and shops. Public-private collaboration will result in the creation of public gathering
places for cultural events and meetings.



In meeting the educational need for a new and expanded George Mason High School, the City
will offset the financial costs by partnering with private entities for the economic development on
a portion (as much as 10 acres) of the existing campus. The proximity of the campus to the West
Falls Church Metro, I66, the University of Virginia and Virginia Technology Northern Virginia
Center raises the potential for high quality development on the site that will create a sense of
place, provide needed amenities, and become a new regional destination.



Education will continue to be a high priority for the City. Schools will be maintained as high quality
public facilities, commensurate with the continuing academic excellence for which the City is
known, and will serve as an important focus for community, social, and cultural activities.



Local educational services will expand to include institutes of higher education and an extension
of educational opportunities to all City residents. The addition of these higher education resources
will draw new ideas from the region and perhaps from beyond, from which the entire community
will benefit. The City’s library will remain an integral component of the excellent educational
system.



Planning for open space will also provide for a mix of recreational and environmental needs.
Recreational facilities will be provided for both active, structured activities including youth sports
as well as passive, unstructured recreation, such as strolling along a restored streambed. Open
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spaces will be restored to improve the functioning of the city’s ecosystems, improve air quality
and water quality, and provide increased wildlife habitat.
The City will remain an inclusive community that is attractive to a wide range of family types,
cultures, and generations, including single-person households, those with children, and citizens
in retirement, embracing the City’s varied ethnic and cultural diversity. A diverse housing stock
will provide opportunities for all income levels and family types.
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GENERAL GOVERNMENT
General Fund: The General Fund accounts for all expenditures and revenues not otherwise included in
the other funds. It has an annual appropriation. Any unexpended and unencumbered amounts at the
end of the fiscal year revert back to fund balance.
Capital Improvements Program (CIP) Fund: The CIP Fund accounts for major capital outlays of the
General Government and School Board, generally those exceeding $150,000. The City’s Planning
Commission reviews and approves a six-year program with an eye towards the City’s financial policies.
The City Council adopts the six-year program but appropriates funding for the first year of the six-year
program only. Thus, the six-year program is reviewed and adopted every year to ensure that needs are
addressed in relation to the City’s fiscal environment.
Special Transportation Fund: The Special Transportation Fund is a separate capital program fund
established in FY2014 with the main purpose of accounting for the revenues received from the taxes
implemented as part of House Bill 2314 and the expenditures thereof. Revenues include: (1) 30% of 1%
sales tax, 2% hotel and occupancy taxes and .15% on recordation taxes; (2) the equivalent of Commercial
and Industry Tax of 12.5 cents; and (3) if the City has eligible projects, revenues from the Northern
Virginia Transportation Authority, the source of which is the 70% of the additional sales, hotel and
recordation taxes noted in (1). In addition, grants for transportation programs are accounted for in this
fund.
Affordable Housing Fund: The Affordable Housing Fund was established to accumulate dedicated
funding for affordable dwelling programs. Initial funding was transferred from the General Fund. Other
sources of funds have included developer contributions.
Cable Access Fund: The Cable Access Fund accounts for all expenditures and revenues relating to the
operation of the Falls Church City TV station.

ENTERPRISE FUNDS
Sewer Fund: The Sewer Fund accounts for the revenues and expenditures that relate to the operations
of the City’s sewer system. There is a separate fund for the Sewer’s operating activities and another for
CIP. The City’s Planning Commission also reviews and recommends to the City Council a six-year CIP.
The City Council adopts both the operating budget and CIP through an Ordinance. The six-year program
is also reviewed and re-adopted each year.
Stormwater Fund: The Stormwater Fund is a relatively new enterprise fund that was established in
FY2014. This fund accounts for the revenues and expenditures, including capital improvements program,
for the conveyance of the City’s stormwater. The City’s Planning Commission also reviews and
recommends to the City Council a six-year CIP. The City Council adopts both the operating budget and
CIP through an Ordinance. The six-year program is also reviewed and re-adopted each year.

COMPONENT UNITS
School Board: The School Board is a publicly-elected body consisting of seven members. A
chairperson and a vice-chairperson is elected by the members. The School Board has jurisdiction over
the administration of the City’s pre-Kindergarten to High School education system, and other ancillary
activities. The School Board sets its own budget and requests an annual transfer from the General
Government. Excess of revenues over expenditures remain in each of the School Board funds and is
available for their use in future years. The School Board does not have the ability to raise taxes or issue
31

FY2023 PROPOSED BUDGET

FUND STRUCTURE

debt. All debts are issued by the General Government and associated debt service payments are
budgeted by the General Government. The School Board established three funds to account for its
operations:
 Operating Fund – The Operating Fund accounts for all expenditures and revenues that pertain
to the operation of the City’s pre-Kindergarten to High School education system and not
otherwise included in the other funds
 Community Service Fund – The Community Service Fund accounts for all expenditures and
revenues that relate to the operation of a daycare, the television access programs and other
community education programs
 Food Service Fund – The Food Service Fund accounts for all expenditures and revenues
relating to the provision of food and beverages to the students of the City.
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FINANCIAL POLICIES
I. PLANNING AND BUDGETING – ALL FUNDS
A. Governing Legislation
The adoption and implementation of the City of Falls Church’s (the City) budget shall be governed
by Chapter 6 of the City Charter and Chapter 10 of the City Code. This policy shall not override
any of the provisions of the Charter and the Code, but rather, shall provide supplemental guidance
on the adoption and implementation of the City’s budget.
B. General
The City of Falls Church will adopt an annual General Fund budget in which the budgeted
revenues and expenditures are equal (a balanced budget). The budget shall clearly delineate the
sources of funding for each year’s expenditures.
Any one-time revenues or use of unassigned fund balance will be used for one-time, nonrecurring expenditures such as capital assets, pay-as-you-go projects in the Capital Improvement
Program (CIP), equipment, special studies, debt reduction, and capital reserve contributions.
Restricted or committed fund balances may only be used for the purpose so stated.
Each year’s budget may include a General Fund Contingent appropriation (“Council Reserve”) to
cover unforeseen expenditures, new projects initiated after a fiscal year has begun, or revenue
shortfalls. Unexpended amounts in this reserve at fiscal year-end may be re-appropriated by
Council for use in the subsequent fiscal year. Funding may be allocated from this contingent
appropriation only by resolution of City Council.
The City will adopt annual Utility Funds budgets in which the budgeted revenues from fees and
charges, investment earnings, and operating grants will be sufficient to meet operating expenses
and debt service. Availability fees, including availability fees accumulated from previous years,
will only be used to offset the costs of providing additional capacity, including debt service on any
debt incurred to finance such projects. Any one-time revenues or use of unrestricted net assets
will be used for one-time, non-recurring expenses such as capital, equipment, special studies,
debt reduction, and reserve contributions. Restricted net assets may only be used for the purpose
so stated.
The City will prepare and update annually a five-year Capital Improvement Program (CIP) to be
approved by City Council. At the same time, the City Council will adopt an annual budget for the
Capital Fund including a resolution to bond projects requiring that source of funding. The CIP will
be developed with an analysis of the City’s infrastructure and other capital needs, and the financial
impact of the debt service required to meet the recommended financing plan.
Except for trust funds, the City will adopt an annual budget for all other funds including the School
Board and the Economic Development Authority.
The City Council will adopt all budgets by Ordinance.
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C. Budget Amendments
Amendments to any budget that require an increase in revenue and/or expenditure requires an
Ordinance to be passed by the City Council.
Transfers of funding between departments, as defined by the City’s organization structure,
requires a resolution by the City Council. Any transfers to and from the Storm Water Fund and
Sewer Fund constitute an increase in each of the Funds’ budgets and therefore requires an
Ordinance to be passed by the City Council.
Transfers within departments require an approval by the City Manager and by the Chief Financial
Officer.
Transfers between capital projects require a resolution by the City Council. Downward
adjustments to project budgets require approval only by the City Manager and the Director of
Finance.
D. Funding of Post-Retirement Benefits
The City will use an actuarially-accepted method of funding its pension system to maintain a fullyfunded position. The City’s contribution to employee retirement costs will be adjusted annually as
necessary to fully fund its actuarially determined employer contributions.
The City will use an actuarially-accepted method of funding its other post-employment benefits to
maintain a fully-funded position. The extent of the City’s other post-employment benefits and its
contribution to them will be adjusted annually as necessary to fully fund its actuarially determined
employer contribution.
E. Transfers from Utility Funds
Transfers from the Utility Funds to the General Fund may be done for reimbursement of
administrative expenses based on a reasonable method of calculation and payment in lieu of
taxes.

II. DEBT MANAGEMENT
A. General Fund
The City of Falls Church will adhere to the following policies whenever the City issues new bonds:
1. Total General Fund supported debt shall not exceed 5% of the net assessed
valuation of taxable real estate property in the City.
2. The goal would be to maintain annual debt service expenditures for all General Fund
supported debt below twelve percent (12%) of total General Fund operating
expenditures, including school board transfer and debt service and in no event shall
it exceed fifteen percent (15%). If at any time the 12% target is exceeded, the City
shall comply with the fund balance requirements stated in Section III.A.3.
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3. The term of any debt issue shall not exceed the useful life of the capital project/facility
or equipment for which the borrowing is intended.
4. The city shall comply with all U.S. Internal Revenue Service arbitrage rebate
requirements for bonded indebtedness.
5. The City shall comply with all requirements of Title 15.2 Code of Virginia and all other
legal requirements regarding the issuance of bonds and certificates of the City or its
debt issuing authorities.
6. At least 25% of total debt will be repaid within five years and at least 50% of total
debt within ten years. If at any time the payout ratio falls below these thresholds, the
City shall comply with the fund balance requirements stated in Section III.A.3.
7. Debt shall be defined as bonds, capital leases, lines of credit, and certificates of
participation or any other instruments that constitute evidence of indebtedness on
the part of the City.
The Council shall put to referendum certain general obligation bonds:
1. Where the aggregate amount of the bond, for the bonded project or portion thereof
exceeds ten percent of the General Fund budget for the fiscal year in which the
bond(s) are anticipated to be issued.
2. The referendum requirement does not apply to bonds issued for sewer, fire, police
and medical services projects.
In addition, Article VII of the Constitution of the Commonwealth of Virginia limits the City’s debt
capacity to not more than 10% of the assessed valuation of taxable real estate property in the
City.
B. Utility Funds
The City may issue bonds to fund enterprise activities, such as storm water and sewer utilities, or
for capital projects which will generate a revenue stream.
1. The bonds will be issued only if revenue sources are identified that are sufficient to
fund the debt service requirements.
2. Costs of issuance, debt service reserve funds, and capitalized interest may be
included in the capital project costs and thus are fully eligible for reimbursement from
bond proceeds.
3. Bonds may be issued either as revenue bonds or as City general obligation bonds.
In either case, the debt service coverage for the fund supporting the debt shall be at
least 105%. Debt service coverage is calculated by dividing net operating income
by the bonds’ annual debt service.
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III.FUND BALANCE AND NET ASSETS
A. General Fund
Unassigned fund balance is a key element of financial resilience for any municipal organization.
An unassigned fund balance at 17% of expenditures represents two months of operating
expenditures, and is held in reserve to mitigate the impacts of unanticipated revenue shortfalls,
and provide a buffer for unexpected expenditure requirements. Capital reserves, similarly, allow
the City to execute a multi-year capital plan with a buffer against unforeseen economic events.
The City of Falls Church adopts the following policy for its Unassigned General Fund balance:
1. The goal for unassigned fund balance shall be 17%, but not less than 12%, of the
actual General Fund expenditures for the then current Fiscal Year, and these funds
shall be appropriated by the City Council.
2. In the event that the unassigned fund balance is used to provide for temporary
funding of unforeseen emergency needs or used to mitigate effect of unbudgeted
revenue shortfall, the City shall restore the unassigned fund balance to 12% of the
actual General Fund expenditures for the then current fiscal year within two fiscal
years following the fiscal year within which the event occurred. To the extent
additional funds are necessary to restore the unassigned General Fund Balance to
17% of the actual General Fund expenditures for the then current year, such funds
shall be accumulated in no more than three approximately equal contributions each
fiscal year; this shall provide for full recovery of the targeted fund balance amount
within five years following the fiscal year in which the event occurred.
a. The use of unassigned fund balance as described in item 2 shall be made by a
budget amendment.
3. In the event City’s annual debt service for all General Fund supported debt exceeds
twelve percent (12%) of General Fund expenditures as stated in Section II.A.2 or the
City’s debt payout ratios fall below the thresholds described in Section II.A.6, the goal
for available General Fund Balance (including all unrestricted and spendable fund
balance) shall be twenty percent (20%) but not less than fifteen percent (15%) of the
actual General Fund expenditures for the then current fiscal year. In addition, the
same method of fund balance restoration (as outlined for unassigned fund balance
in Section III.A.2) will apply to total available fund balance if it falls below fifteen
percent (15%).
4. The following are other types of fund balance as defined by Governmental
Accounting Standards Board (GASB) and should not be included in the calculation
of the ratio discussed in item 1:
a. Restricted fund balance represents that portion of fund balance that is restricted
for a specific future use either by enabling legislation, donor, or bond covenant.
This fund balance is required to be used or maintained for the specific purpose
so stated.
b. Committed fund balance represents fund balance that is committed by the City
Council to be used for a specific purpose, such as funds committed to be used
for capital projects in the Capital Improvement Project fund. Such commitment
may only be reversed by similar action that committed it. Such commitment
should be supported by definitive plans approved by the City Council.
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c. Non-spendable fund balance represents that portion of the fund balance that is
not available for future spending such as prepaid items, inventory and long-term
notes receivables.
d. Assigned fund balance represents amounts that are constrained to be used for
specific purpose (such as towards contracts) by either the City Council or the
City Manager.
B.

Capital Reinvestment Policy: General Fund
1. The City shall establish a capital reserve and it shall be a committed fund balance.
The balance shall be maintained at 5% of General Fund capital assets OR
$3,750,000, whichever is lower. The capital reserve shall be used to pay for
replacement and rehabilitation projects in the Capital Improvement Program or for
debt service for those projects. The use of this capital reserve shall be included in
the annual appropriation or in budget amendments passed by the City Council
through an Ordinance. The City may go below the minimum balance to fund
unforeseen emergency capital needs. In the event that this happens, the City shall
restore the required balance within three (3) fiscal years.

C. Utility Funds
It is the City’s goal, pursuant to the utility rate studies provided by consultants, to have positive
unrestricted net assets for its Utility Funds in its Statement of Net Assets that reflect economic
well-being.
1. Unrestricted net assets shall be greater than 25% of total operating expenses at
fiscal year-end, to provide reserves for operations and future capital improvements.
2. There will be a restriction of net assets for investment in capital assets, net of related
debt, as required by Generally Accepted Accounting Principles.
3. Designation of unrestricted net assets represents plans by management. Such
designations should be supported by definitive plans approved either by the City
Council or the City Manager.
The City shall establish a capital reserve for the Storm Water Fund. The balance
shall be maintained at 2% of fixed assets. The capital reserve shall be used to pay
for projects in the Capital Improvement Program or for debt service for those projects.
The use of these funds shall be included in the annual appropriation or in budget
amendments passed by the City Council through an Ordinance. The City may go
below the minimum balance to fund unforeseen emergency capital needs. In the
event that this happens, the City shall restore the required balance within three (3)
fiscal years.
4. The City shall establish a capital reserve for the Sewer Fund. The balance shall be
maintained at 2% of capital assets OR $400,000, whichever is lower. The City shall
meet this goal by FY2022 through appropriation of $50,000 per annum commencing
in FY2014. The capital reserve shall be used to pay for projects in the Capital
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Improvement Program or for debt service for those projects. The use of these funds
shall be included in the annual appropriation or in budget amendments passed by
the City Council through an Ordinance. The City may go below the minimum balance
to fund unforeseen emergency capital needs. In the event that this happens, the City
shall restore the required balance within three (3) fiscal years.
All definitions of “fund balance”, “net assets”, “revenues”, “operating revenues”, “expenditures”
and “expenses” shall comply with Government Accounting Standards Board definitions.

IV. FISCAL POLICIES – ADOPTION


The City’s fiscal policies shall be adopted by resolution of the City Council.



The fiscal policies shall remain in effect until such time as they are amended or
repealed by subsequent Council action, and will be presented to City Council every
two years within ninety days of a new Council taking office.
Adopted by City Council February 26, 2018
Resolution 2018-16
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