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The following pie chart provides an overview by category of General Fund revenue sources for the City of Fairfax,  

FY 2026 Adopted Budget. 

 

 

 

The Use of Assigned Fund Balance in the amount of $6,219,680 is funded by the estimated FY 2025 Budget Stabilization 

Fund balance specifically created to allow funding for unexpected increases in the school tuition payment to Fairfax 

County Public Schools as well anticipated assigned real estate revenues from FY 2025.  The estimated ending FY 2026 

Unassigned General Fund Balance is equal to approximately 16.1% ($31.6M) of adopted General Fund revenues. 
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Major Revenue Sources  
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Real Estate Tax 

Background 

As required by State law, each year, the City Assessment Office appraises all real property in the City to determine 
its assessed value for tax purposes. Assessments of real property, including land and permanently affixed structures, 
are based on fair market value, equitable with the assessments of comparable properties. Real estate assessments 
are effective January 1 and are reflective of 100 percent of estimated fair market value.  During the budget process, 
City Council determines how much revenue the City must generate to provide municipal services to residents. The 
Council then sets a tax rate that will yield the needed revenue. The tax rate multiplied by the assessed value of the 
property, divided by $100, determines the taxes owed by each property owner.  City Real Estate taxes are paid twice 
a year - June 21 and December 5.  

Fiscal Impact – Real Estate Tax Revenue  

Real property tax revenues account for the largest category of revenue for the General Fund, representing 48.2 
percent of total General Fund revenues. The adopted tax rate for FY 2026 is $1.055 per $100 of assessed value.  

FY 2025 FY 2026

Category Budget Adopted $ %
Real Estate Tax 
Revenue

 $              83,552,871  $              91,538,560 7,985,689$            9.6%

Base Real Estate Tax 
Rate

                          1.0300                           1.0550 0.0250$                  2.4%

Total Real Estate Tax 
Rate

                          1.0300                           1.0550 0.0250$                  2.4%

FY 2025 FY 2026

Category Budget Adopted $ %
Old Town Service 
District Revenue

 $                    383,758  $                    393,304 9,546$                     2.5%

Old Town Service 
District Tax Rate

 8.0 cents  8.0 cents                                -   0.0%

FY 2025 FY 2026

Category Budget Adopted $ %
Commercial & 
Industrial Revenue

 $                 2,462,017  $                 2,514,152 52,135$                  2.1%

Commercial & 
Industrial Tax Rate

12.5 cents 12.5 cents                                -   0.0%

Variance

Variance

Variance
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Total real estate assessments are up 6.5 percent, which includes $116.7 million of new construction, compared to an 

overall increase of 3.3 percent from the previous calendar year. 

 

 

 

 

 For calendar year 2025 total taxable value of City residential and commercial properties before appeals is         

$8,349,580,000, an increase from last year’s total assessed value, $7,843,081,500 (6.5%). 

 

 

 

 

 

 

 

 

 

CY CY
Assessments 2024 2025 $ %
Residential 5,188,167,300$        5,643,187,900$        455,020,600$       8.8%
Commercial 2,654,914,200$        2,706,392,100$        51,477,900$          1.9%
Total 7,843,081,500$       8,349,580,000$       506,498,500$      6.5%

Variance
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The overall residential assessment total, including $91,250,000 new construction, increased from CY 2024 by 7.3 

percent.  The following illustrates the breakdown by category for the residential tax base. 
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Commercial assessments increased 0.7 percent overall, which includes $12,474,900 new construction.  The following 

illustrates the breakdown by category for the commercial tax base. 

 

 

 

For FY 2022, the Old Town Service District tax rate was reduced to zero cents per $100 of assessed value as a result of 

the impact of the COVID19 pandemic on local businesses.  For FY 2023 and FY 2024 the adopted rate was 4.0 cents 

per $100 assessed value.  For FY 2025, the adopted rate was 8.0 cents per $100 assessed value.  For FY 2026, the 

adopted rate will stay at 8.0 cents per $100 assessed value. 

 

As part of the FY 2010 Adopted Budget, the Transportation Tax Fund provided for a surcharge on commercial and 

industrial real estate properties at a rate of 8.0 cents per $100 of assessed value.  During the FY 2011 budget process, 

the City Council decreased this rate from 8.0 cents per $100 of assessed value to 5.5 cents per $100 of assessed value.  

The rate was increased to 7.5 cents for the FY 2016 budget, to 9.5 cents for the FY 2017 budget, to 10.5 cents for the 

FY 2018 budget, to 11.5 cents for the FY 2019 budget, and for FY 2020, increased the rate to the allowable maximum 

of 12.5 cents. For FY 2026, the adopted rate remains 12.5 cents. 
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A historical review of the City’s Real Estate Tax Rate is below: 

 

 

 

In comparing tax rates, it is important to keep in mind two factors often overlooked – levels of service vary from 

jurisdiction to jurisdiction, and for residents of area towns, a town tax is levied in addition to the county tax. Two large 

towns in our immediate area – Vienna and Herndon – known for similar levels of community services, levy real estate 

taxes of 19.50 and 27.00 cents per $100 of assessed value (adopted fiscal year 2026 rates) on top of Fairfax County rate, 

respectively.   

The City’s adopted real estate tax rate for FY 2026 is $1.055. The average residential tax bill is expected to increase by 

16.83 percent.  The following chart provides an example of three residential assessed values:  

 
Impact of FY 2026 Real Estate Tax Rate 

On Residential Property Owner’s Tax Bill at Various Values 

 
Note: average estimated increase in residential taxes of 6.97 percent (excludes new construction); each property is individually assessed 
therefore each property assessment may be higher or lower than the average.  The average residential assessment has been adjusted 
to account for prior year new construction. 

 

 

CY 24 CY 24 CY 24 CY 25 CY 25 CY 25
Assessment Tax Rate Tax Bill Assessment Tax Rate Tax Bill $ %

367,391$                     1.030$                       3,784$                       392,998$               1.0550$           4,146$                 362$                   9.56%
649,250$                     1.030$                       6,687$                       694,503$               1.0550$           7,327$                 640$                   9.57%
892,233$                     1.030$                       9,190$                       954,422$               1.0550$           10,069$              879$                   9.56%

Change
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The real estate tax rate necessary to provide residential equalization, whereby the average homeowner would pay no 

more in taxes than in the prior year, equates to $0.9629 per $100 of assessed value.  This rate is 9.21 cents less than the 

adopted FY 2026 rate of $1.055.  The real estate equalization rate for residential and commercial properties combined is 

$0.9843 per $100 of assessed value, 7.07 cents less than the adopted FY 2026 rate of $1.055. 

 

FY 2026 adopted rates for the surrounding jurisdictions are shown below for comparison. 

 

** Footnotes: 

1. Base rate only -in addition, all properties subject to countywide SW ($.0325)/$100 AV; additional taxes and 
fees: countywide infestation prevention $.001/$100 AV 
2. Tax rate based on Fairfax County base ($1.1255) + $0.270 and $0.195 town rates respectively (see note 1) 
3. Tax rate based on Loudoun County base ($0.8050) + $0.205 and $0.1774 town rates respectively; 
assessments based on Loudoun County 
4. Base rate = $0.906 + $0.072 for fire and rescue 
5. Base rate = $1.07 + $0.19 for fire and rescue 
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Personal Property Tax 
 

Background  

The City of Fairfax assesses all individuals and businesses on the value of motor vehicles, including automobiles, 

trucks, motorcycles, trailers, campers and other recreational vehicles and boats that are located in the City of 

Fairfax. The City also assesses all businesses on the value of all other personal property such as furniture and 

equipment located within the City boundaries.  All such property is considered personal property. Additionally, 

the City imposes a local Vehicle Registration Fee for each vehicle.  

The Commissioner of the Revenue determines the method of assessment for personal property and the City 

Council establishes the tax rate. The current personal property tax rate is $4.13 per $100 of assessed value.  

 The Vehicle Registration Fee is $33.00 per annum and is administered directly by the City Treasurer.  Vehicle 

owners must register their vehicles with the Commissioner of the Revenue for personal property tax purposes. 

At the current time, taxpayers are "reimbursed" by the state at a rate of approximately 31.50 percent of the tax 

up to the first $20,000 of assessed value. This reimbursement is based on a fixed amount, approximately $3.1 

million, the 2004 level of reimbursement.  While in most cases a disproportionate amount of tax collected at 

local levels is disbursed to other areas of the state through means such as the composite index for education 

funding, in the case of personal property tax, a disproportionately larger amount is paid to Northern Virginia, 

because there are more and higher value cars in this area. 
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 Fiscal Impact – Personal Property Tax 

 

The FY 2026 adopted budget reflects no change in the Personal Property Tax rate of $4.13. The City of Fairfax City 

Council adopted a Personal Property Assessment Ratio for vehicles of 100.0% for FY 2024 and FY 2025 and the 

adopted budget maintains this level. FY 2026 revenues are projected to increase 4.2 percent compared with the 

FY 2025 adopted budget. The increase is based on updated methodology for assessing vehicles and higher 

assessed vehicle costs in the City. 
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Local Sales and Use Tax 
 

Background 

A sales tax is imposed on gross receipts from retail sales. The seller collects the tax from the customer by 

separately stating the tax and adding it to the sales price or charge. The local sales and use tax is 1.0% 

 
Fiscal Impact – Local Sales and Use Tax 

 

The local sales and use tax is one of the most important economic indicators and amongst the highest revenue 

generators for the City.   These revenues are projected to increase by 1.0 percent in FY 2026 compared to the FY 

2025 adopted budget.  

 

Business, Professional, and Occupational License (BPOL) Tax 
 
Background 

All businesses operating in the City of Fairfax must apply for an annual license with the Commissioner of the 

Revenue. Business license taxes are levied annually and are typically based on a business’s gross receipts. All new 

businesses must submit an application within 30 days of the start of operations. All business licenses expire at 

the end of each calendar year and must be renewed annually by March 1. Businesses in the City of Fairfax are 

taxed on either their gross receipts or a flat rate basis or both. Most businesses are taxed based on gross receipts. 

The BPOL tax rate is established annually by the City Council for each business category. 

Fiscal Impact – BPOL Tax 
 

 

FY 2026 BPOL tax revenues are projected to remain at the same level compared to the FY 2025 adopted budget. 
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Meals Tax 
 
Background 
 
The City of Fairfax levies a  tax upon all meals sold in the City by a restaurant or similar establishment. For 

 FY 2026, the adopted meals tax rate is four percent.  

Fiscal Impact – Meals Tax 

 
The City’s meals tax has historically been a stable source of revenue for the City.  FY 2026 Meals Tax revenue is 

projected to increase 1.12% compared to the FY 2025 adopted budget. This increase keeps projections in line for 

FY 2025 estimate and FY 2026 adopted budget.   

 

As the following chart indicates, several area jurisdictions also impose this tax and in most cases at a rate on par 

with the City.  

 

FY 2024 FY 2025 FY 2025 FY 2026
Actual Budget Estimate Adopted

Meals Tax Revenue  $                 8,720,791  $                 8,918,100  $             9,018,100  $      9,018,100 
Meals Tax Rate 4% 4% 4% 4%
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Tobacco Tax 
 
 
Background 
 
The cigarette tax is 85 cents for each package of 20 cigarettes sold within the City.  On January 1, 2010, the 

Tobacco Tax was increased by 25 cents, from 50 cents to 75 cents per package.  On July 1, 2010, the rate was 

increased by 10 cents, from 75 cents to 85 cents per package. 

 
Fiscal Impact – Tobacco Tax 

 
 

Tobacco tax revenues for the FY 2025 estimate are projected at $486,000, based on receipts for the first eight 

months of the current fiscal year, a decrease of 0.2% from FY 2024 actual revenues. FY 2026 revenues are 

projected to decrease 2.8% compared to the FY 2025 adopted budget.  
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Transient Lodging Tax 

 
Background 
 
Every public or private hotel, inn, apartment hotel, hostelry, motel, or other lodging place within the City offering 

lodging for four or more persons at any one time on a transient basis (30 consecutive days or less), is levied a tax 

on the gross receipts of the lodging.  The transient occupancy tax rate is 4 percent of the total amount of the 

room rental charge, and is the maximum allowed per City Charter.  Any increase above the current tax rate 

requires approval from the General Assembly.  

Fiscal Impact – Transient Lodging Tax 

 
 

The FY 2026 Transient Lodging Tax revenue is projected to decrease 15.7% compared to the FY 2025 adopted 

budget, based on our current trends. 
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Licenses, Permits, and Fees 
 

 

The City reviews its licenses, permits and fees rates and levies annually to ensure each is on par with other 

jurisdictions in the region.  The adopted budget for FY 2026 projects a 0.1% decrease from the FY 2025 estimate. 

Fines and Forfeitures 
 

 

This category of revenues is projected to remain at a similar level for FY 2026 adopted budget from the FY 2025 

estimate based on enhanced traffic and pedestrian safety measures and recent trends in collections.  

 

Use of Money and Property 
 

 

Overall revenues are projected to decrease by 8.4% in the FY 2026 adopted budget from the FY 2025 estimate 

based on projected reduced interest rates. 
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Charges for Services 
 

 
 

Overall revenues are projected to increase by 1.9% in the FY 2026 adopted budget from the FY 2025 estimate. 

 

State Aid 
 

 

Total funding for state aid is projected to increase by 4.1% in FY 2026 compared to the FY 2025 estimate based 

on State estimates for the City’s allocation of State Sales Tax and Basic School Aid. 

 

Federal Aid 
 

 

Federal Aid is typically dedicated to public safety areas such as Firefighters and Police grants, and FEMA Disaster 

Reimbursements.  The FY 2026 adopted budget projects revenues to remain at the FY 2025 estimate.  These 

numbers can fluctuate greatly from year to year based on grants awarded. 

 

 

 

 

 

 




