LOCAL REVENUE ALLOCATION PoLicy

PURPOSE

This policy is to establish the procedure for allocating to the City of Norfolk and Norfolk Public Schools non-dedicated
local revenues that are estimated to be available in a given fiscal year. It is the intent of this policy to provide a
predictable, objective means of allocating local revenues while providing sufficient funding to meet the strategic
goals of both the city and Norfolk Public Schools.

This policy seeks to resolve longstanding concerns over the fair division of limited resources and strike a balance
between the funding requirements of school and city services. The policy is designed to accomplish these goals by
providing better planning for school funding based on a predictable share of non-dedicated local tax revenue and
reduce the Schools’ reliance on one-time local support. The policy links economic growth to school funding, to
recognize the importance of schools to the economic success of the city. It comes after many meetings with school
staff to jointly address as many concerns as possible; however, the policy does not reflect the full support of the
school system.

At no time shall the City’s allocation be less than that required by Virginia law for the maintenance of an educational
program meeting the Standards of Quality as established by the General Assembly.

DEFINITIONS

“City” refers to the City of Norfolk exclusive of the Norfolk Public Schools system.
“Schools” refers to the Norfolk Public Schools system.

“Non-Dedicated Local Tax Revenue” refers to the revenue sources identified in Table 1. The set of revenues to be
used for the calculation was recommended by Norfolk Public Schools; some sources of local revenue have been
excluded, such as the cigarette tax, due to their existing dedications.

“Dedicated Local Taxes” refer to taxes that have been previously obligated or may be obligated in the future by the
City Council or state law to support specific projects or programs. Examples of dedicated local taxes that are
excluded from this policy include, but are not limited to: Tax Increment Financing District revenues; Special Services
District revenues; the two cents real estate tax revenue dedicated to Norfolk Public Schools for Construction,
Technology, or Infrastructure; the one cent real estate tax dedicated to resilience; the 1.9 cents real estate tax
revenue dedicated to the St. Paul’s initiative; taxes that represent “net-new revenues” and are required to be
redirected or are the basis for the calculation of an incentive payment as part of a public-private partnership
approved by City Council; cigarette tax revenue dedicated to economic development initiatives; hotel tax revenue
dedicated to tourism infrastructure and public amenities; food and beverage tax revenue dedicated to public
amenities; motor vehicle license fee revenue dedicated to the complete streets initiative; and any other obligations
that City Council may make in the future.

“Revenue Sharing Formula” refers to the method of sharing local tax revenues between the city and schools.

“Local Contribution” refers to local funds appropriated for Schools by City Council in May of each year for the
upcoming fiscal year beginning July 1.

“Actual Non-Dedicated Local Tax Revenues” refers to the actual collected local revenues reflected in the Annual
Comprehensive Financial Report (ACFR) at the end of each fiscal year.
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“Reversion Funds” refer to the funding held by Norfolk Public Schools at the close of business of each fiscal year (per
Code of Virginia § 22.1-100) and to the end of year true-up to the revenue sharing formula based on actual local tax
revenues.

REVENUE SHARING FORMULA CALCULATION

Initial Estimate: In October, the city’s Department of Budget and Strategic Planning will provide to Norfolk Public
Schools an estimate of the local contribution for the upcoming fiscal year.

Mid-year Estimate: In February, the city’s Department of Budget and Strategic Planning will provide to Norfolk Public
Schools an updated estimate of the local contribution for the upcoming fiscal year.

Final Estimate: In March, the city’s Department of Budget and Strategic Planning will provide a final estimate of the
local contribution. This will be the estimate included in the city’s Adopted Operating Budget.

Estimates of the revenues contained in the Revenue Sharing Formula shall be clearly presented in the city’s operating
budget.

Revenue Sharing Formula Calculation: The city’s Department of Budget and Strategic Planning will allocate to
Norfolk Public Schools a constant 29.55 percent share of non-dedicated local tax revenues shown in the table below
starting in FY 2020. This formula calculation shall comprise the local contribution for Norfolk Public Schools pursuant
to this policy.

Sources of Non-Dedicated Local Tax Revenue?!

Real Estate tax’ Real Estate Public Service Corporation tax
Personal Property tax? Transient Occupancy (Hotel) tax

Sales and Use tax Machinery and Tools tax 2

Food and Beverage (Meals) tax Consumer Water Utility tax

Business License tax Motor Vehicle License Fee (city)
Communication Sales and Use tax Consumer Gas Utility tax

Consumer Electric Utility tax Recordation tax

Local Gaming Tax

1 ess dedications as described in the “Dedicated Local Taxes” in the Definitions section.
2Does not include delinquent tax revenue

Mid-year Revenue Shortfall: If the city anticipates, at any time during the fiscal year, that actual non-dedicated local
tax revenues will fall significantly below the budgeted amount, the City Manager or his designee will provide to
Norfolk Public Schools an updated estimate of the local contribution. The School Superintendent, upon notification by
the City Manager or his designee, will be expected to notify the Board and take necessary actions to reduce
expenditures in an amount equal to the reduction in the local contribution to Norfolk Public Schools.

State Revenue Shortfall: If, at any time during the fiscal year, a significant shortfall in revenue from the
Commonwealth is anticipated, The City Manager or designee, School Superintendent, the city’s Director of Budget
and Strategic Planning, and Schools’ Chief Financial Officer shall work together to address the projected shortfall.

True-up Provision: If, at the end of the fiscal year, the actual non-dedicated local tax revenues differ from the

budgeted non-dedicated local tax revenues, any excess revenue will be allocated in the same manner as similar
revenues were apportioned in the recently ended fiscal year. The School Board may request that such funds be
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appropriated for one-time expenditures. The procedure to request appropriation is discussed below in the reversion
funds section. Similarly if revenues underperform, the shortage will be taken as a part of the end-of-year true-up
process.

End of Year Funds: All other sources of funding shall be expended by Norfolk Public Schools prior to the use of local
contribution. All unexpended balances held by Norfolk Public Schools at the close of business of each fiscal year are
to be returned to the fund balance of the city’s General Fund as required by Code of Virginia § 22.1-100. The School
Board may request that such funds be appropriated for one-time expenditures. The procedure to request
appropriation is discussed below in the reversion funds section.

Reversion Funds: The School Board may request, by resolution, the re-appropriation of all reversion funds including
the balance of end of the year funds that were returned to the city’s General Fund balance and any revenue from the
true-up of the formula as described above.

The School Board resolution may request the use of reversion funds for one-time purchases of capital equipment or
to support NPS’s Capital Improvement Plan. Upon receipt of the resolution, the city’s Department of Budget and
Strategic Planning shall prepare an ordinance for the City Council’s consideration of the School Board’s request at the
earliest available City Council meeting. If the School Board does not make a request to appropriate the reversion
funding, it will be used in the subsequent fiscal year’s Capital Improvement Plan.

Following City Council’s action, the city’s Department of Budget and Strategic Planning shall notify Norfolk Public
Schools of the City Council’s decision and shall amend the budget accordingly.

PROCESS TO REVISE THE LOCAL REVENUE ALLOCATION PoLicy

The City Manager, Schools Superintendent, the city’s Director of Budget and Strategic Planning, and Schools’ Chief
Financial Officer shall meet annually to discuss changes in state and federal revenues that support school operations,
any use of one-time revenues, and any adjustments made to existing revenues supporting the funding formula. If
they determine that an adjustment is needed, the City Manager and Superintendent will brief the City Council and
School Board respectively.

PROCEDURE TO REQUEST AN INCREASE IN LOCAL CONTRIBUTION

If the Norfolk School Board, in consultation with the School Superintendent determine additional funding, beyond
what is provided by the formula, is required to maintain the current level of operations or to provide for additional
initiatives, it will notify the City Council by resolution by April 1 to allow for inclusion in the city’s operating budget
deliberations. The School Board’s resolution shall contain the following:

¢ That additional funding is required,

¢ The amount of the additional funding requested,

¢ The purpose for the additional funding, and

¢ That the School Board supports an increase in the real estate tax rate (or other local tax rate) to support the
additional request.

City Council may revise the policy at its discretion. If no other action is taken by the City Council this policy shall
remain effective until modified by the City Council.

Adopted by City Council on May 22, 2018.
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