FY 2021 Proposed Budget

Restricted Transient Occupancy Tax Fund

Loudoun County levies a Transient Occupancy Tax (TOT) on hotels, motels, travel campgrounds, and other businesses
offering guest rooms for rent. The application of this tax has several stipulations; for example, the business must meet certain
room number requirements, and the rooms must be available for continuous occupancy, but for fewer than thirty consecutive
days by the same individual. The tax is calculated at 7 percent of the lodging bill and is paid by the patrons of these businesses.

The tax is collected by the business and remitted to the County Treasurer’s Office on a quarterly basis.

Breakdown of Total Transient Occupancy Tax Revenue Allocations
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The Board of Supervisors adopted a Restricted Use TOT Funding Policy in July 2005, which was last revised in June 2016.
The Funding Policy guides the Board of Supervisors in its efforts to strategically and proactively affect tourism in Loudoun

County.

e  Core Tourism Services to sustain Loudoun’s tourism base. Core Tourism Services, based upon standards
recommended by Destination Marketing Association International, are provided by Visit Loudoun, the primary
programmatic element of the County’s travel and tourism promotion efforts. Visit Loudoun is allocated 75 percent
of the forecasted Restricted TOT revenues to implement these core services.

e  Strategic Tourism Growth Initiatives to expand Loudoun’s tourism base by implementing projects to sustain
Loudoun County’s Tourism Destination Strategy. The County’s Tourism Destination Strategy guides the
marketing, promotion, and product development of Loudoun’s tourism sector. Of the remaining forecasted
Restricted TOT revenues, 15 percent will be available to fund those uses as determined by the Board that best meet

the goals of the Tourism Destination Strategy.
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Restricted Transient Occupancy Tax Fund

Revenues, Expenditures, and Changes in Fund Balance'

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022

Actual 2 Actual 3 Adopted Proposed Projected
Beginning Fund Balance $917,170 $1,664,647 $2,128,207 $2,681,338 $3,146,394
Revenues
Estimated Restricted TOT Revenue $3,927,722 $3,841,077 $4,353,000 $4,071,700 $4,222,400
Total - Revenues $3,927,722 $3,841,077 $4,353,000 $4,071,700 $4,222,400
Expenditures
Visit Loudoun $2,647,500 2,842,500 $3,264,750 $3,053,775 $3,166,722
Transfers to General Fund 404,045 415,817 412,119 429,869 439,232
American Legion Leesburg Post 34 15,000 0 0 0 0
Visit Loudoun Sports Grants 50,000 50,000 50,000 50,000 50,000
Visit Loudoun International Travel 22,100 22,100 36,500 36,500 36,500
Economic Development Authority
International Travel 22,100 22,100 36,500 36,500 36,500
Restricted TOT Grant Program 19,500 25,000 0 0 0
Total - Expenditures $3,180,245 $3,377,517 $3,799,869 $3,606,644 $3,728,954
Estimated Ending Fund Balance $1,664,647 $2,128,207 $2,681,338 $3,146,394 $3,639,840
Percent Change 81% 28% 26% 17% 16%
Policy Mandated Reserves * $392,772 $384,108 $435,300 $407,170 $422,240
Available Fund Balance $1,271,875 $1,744,099 $2,246,038 $2,739,224 $3,217,600

' Sums may not equal due to rounding.

* Source: Loudoun County FY 2018 Comprehensive Annual Financial Report (CAFR).

* Source: Loudoun County FY 2019 CAFR.

* Mandated Reserve Policy — per the Restricted TOT Funding Policy, 10 percent of annual Restricted TOT revenue must be

held as reserves.

www.loudoun.gov/budget Loudoun County, Virginia
13-45


http://www.loudoun.gov/budget

FY 2021 Proposed Budget

yuil)

Restricted Transient Occupancy Tax Fund

Revenue and Expenditure History

» $5.0 Revenue/Local Tax Funding
2 $4.0 As shown, the Restricted Use TOT Fund is entirely
= T3 funded by Transient Occupancy Tax revenue. This
$3.0 - N fund is comprised of no local tax funding.
$2.0
Expenditure
$1.0 The majority of the expenditures in the Restricted TOT
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FY2018 FY2019 FY 2020 FY2021 FY 2022 organizations, primarily to Visit Loudoun (85 percent).
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The FY 2021 Proposed Budget for the Restricted TOT Fund estimates revenue of $4,071,700, a 6 percent decrease from FY
2020. This decrease is primarily due to lower occupancy rates than anticipated. Board policy mandates that 10 percent of
projected revenue is to be held in reserve; the proposed reserve for FY 2021 is $407,170. Per the Memorandum of
Understanding (MOU) with the Board, Visit Loudoun is provided 75 percent of projected Restricted TOT revenue to provide
Core Tourism Services for the County, totaling $3,053,775. Of the remaining 15 percent of projected revenues, $50,000 is set-
aside for the Sports Tourism program, and $36,500 is budgeted for international travel for Visit Loudoun and the Economic

Development Authority each.
The Restricted TOT Fund also includes the TOT Grant Program. Per the adopted Funding Policy, unallocated Restricted

TOT funds may be granted to community organizations which provide tourism services or activities, consistent with the
Board’s funding guidelines. FY 2018 actuals reflect the first year of this program. FY 2019 saw a similar level of participation,
and in FY 2020 a significant number of additional organizations applied and received funding from the program. FY 2020
funding decisions will be made in the spring of 2019. FY 2021 is expected to see a comparable level of participation. It is
important to note, the grant program is not budgeted for each year, and is dependent on the available fund balance. Up to 50
percent of the unreserved, adopted fund balance may be used for this purpose.

Looking to FY 2022, revenue is forecasted to increase by 4 percent. This increase is attributed to slowly growing room
and occupancy rates. With the projected increase in revenue, there will be an increase of approximately $113,000 in the

transfer to Visit Loudoun, per the MOU.
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Restricted Transient Occupancy Tax Fund

Expenditure Detail

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022
Department Actual Actual Adopted Proposed Projected
Transfer to the General Fund
DI ICII O e omEIuTE $203,050 $200,877 $214,199 $222,089 $228,752
Development

International cluster activities within the Department of Economic Development are funded through a transfer from the
Restricted Use TOT Fund to the General Fund. The Department’s funds are used to offset the cost of a position to support
industry research analyses and cluster support service as part of the Department’s international strategy. The growth of
business throughout the clusters contributes to increased hotel occupancy due to associated business travel.

gfécﬁ)“ County Administrator $83,215 $88,260 $80,140 $90,000 $92,700

Restricted Use TOT funding is used to offset the personnel cost of the Office of Emergency Management’s (OEM’s) Special
Events Coordinator in the General Fund. This position serves as the conduit for collaborative work with event organizers to
ensure compliance with permitting requirements; assists in the development of emergency contingency plans; aids in
identifying ways to minimize the impact of events on the surrounding community; and, in many instances, provides onsite
support during an event. Through the efforts of the Special Events Coordinator, OEM is able to work with event organizers to
create safe and successful events benefiting the residents of and visitors to Loudoun County. Each year hundreds of special
events in varying size, scope, and complexity occur at venues throughout the County, drawing thousands of participants.
These events include community celebrations, parades, fairs and festivals, sporting events, runs and walks, concerts, and
many charity events benefiting members of the community or organizations supporting the community. This economic activity
promotes the core tourism principles that are part of the Restricted Use TOT Funding Policy.

Department of Parks, Recreation,
and Community Services $117,780 $117,780 $117,780 $117,780 $117,780

A portion of the Department of Parks, Recreation, and Community Services’ (PRCS) athletic field maintenance expenditures
are offset by Restricted Use TOT funding due to the relationship between the County’s ability to facilitate sports tournaments
and overnight hotel stays in the County. Quality maintenance of fields makes them more attractive venues for tournaments
which bring economic activity. Field maintenance was completely funded through the General Fund until FY 2013 when a
portion of Restricted Use TOT Funding was identified to offset some field maintenance expenditures. PRCS field maintenance
services are under heavy pressure due to high usage of the County’s athletic fields.

Total - Transfer to the General

o $404,045 $415,817 $412,119 $429 860 $439.232
::;ao'ls‘ Transfer to the Other $404,045 $415,817 $412,119 $429 860 $439.232
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FY 2018 FY 2019 FY 2020 FY 2021 FY 2022

Department Actual Actual Adopted Proposed Projected

Contributions to External Organizations
Visit Loudoun $2,647,500 $2,842,500 $3,264,750 $3,053,775 $3,166,722

Visit Loudoun is Loudoun County’s designated destination management organization and the primary programmatic element
of the County’s travel and tourism promotion efforts. Visit Loudoun receives 75 percent of projected Restricted TOT revenue
appropriated by the Board each year per the County’s Memorandum of Understanding with Visit Loudoun, dated June 23,
2016.

Visit Loudoun Sports Tourism Grant
Program

Sports tourism, which refers to travel to view or participate in a sporting event, is a fast growing sector in the global travel
industry. Loudoun is well-positioned to take advantage of this segment, with quality facilities, professional sports, parks and
recreation organizations, and a community that supports tourism. The Sports Tournaments Grant Program was established
as one of the Strategic Growth Initiatives of the Tourism Destination Strategy adopted by the Board of Supervisors in March
2006. The program is designed to support bids on sports tournaments, including human and animal events that generate the
greatest return on investment in terms of visitor spending in the County. A competitive application process encourages
cooperation, ensures that the tournaments can be accommodated, and increases their success.

Visit Loudoun International Travel
Strategic Tourism Initiatives §22,100 §22,100 §36,500 §36,500 §36,500

This expenditure category was created in FY 2018. As a part of the June 2016 revision to the Restricted TOT Funding Policy,
the County has the option to support Visit Loudoun’s travel to and attendance on international economic development trips
where tourism subject matter experts or Visit Loudoun staff may provide a strategic benefit.

Economic Development Authority
International Travel $22,100 $22,100 $36,500 $36,500 $36,500

This expenditure category was created in FY 2018. As a part of the June 2016 revision to the Restricted TOT Funding Policy,
the County has the option to support travel to and attendance on international economic development trips where local
representatives may provide a strategic benefit to County tourism efforts. Funding these trips is accomplished with a transfer
to the Loudoun County Economic Development Authority.

American Legion Leesburg Post 34 $15,000 $0 $0 $0 $0
American Legion Leesburg Post 34 hosted the 2018 American Legion Baseball Senior Divison Mid-Atlantic Regional
Tournament in Purcellville. This was a weeklong event that brought teams and fans from outside of Loudoun to the County. In
FY 2018, the Board approved a Board Member Initiative that provided a one-time grant of $15,000 to cover the cost of the
tournament bid fee.

Restricted TOT Grant Program $19,500 $25,000 $0 $0 $0

The Restricted TOT Grant Program was created in FY 2018. Organizations can submit proposals that provide tourism
services or activities consistent with the County’s Restricted TOT funding policy and the Code of Virginia. In FY 2019, grants
were provided to the following organizations/events:
o Aldie Heritage Assocaition to support the Aldie Harvest, Wine, and Food Festival.
o  Friends of Leesburg Public Arts to support the inaugural Arts in the Alley event, which was a downtown street fair,
featuring local artists and performers in the Town of Leesburg.
e The Arc of Loudoun to support the Shocktober Halloween event at Paxton Manor.

(T.J°ta".c°."""°”"°“s o sl $2776200  $2.961700  $3387.750  $3176775  $3,289,722
rganizations

$50,000 $50,000 $50,000 50,000 50,000
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Policies

The Loudoun County Board of Supervisors adopted the Restricted Use Transient Occupancy Tax (TOT) Funding Policy on
July 19, 2005. The Policy was last revised June 23, 2016 and details the guidelines and requirements for Restricted TOT
funding.

The Restricted Use TOT Funding Policy identifies the purpose of the Fund as providing the Board with the opportunity
to strategically and proactively impact tourism within the County, enabling targeted investment in high-priority tourism
projects that advance the County’s strategic tourism objectives, and maximizing tax relief to the General Fund by increasing
Restricted TOT revenues. It specifies that the use of Restricted TOT Funds must meet the purposes designated by Section
58.1-3819 of the Code of Virginia (1950), as amended, which is:

“(Any) excess over two percent shall be designated and spent solely for tourism and travel, marketing of tourism or
initiatives that, as determined after consultation with the local tourism industry organizations, including representatives of
lodging properties located in the county, attract travelers to the locality, increase occupancy at lodging properties, and

generate tourism revenues in the locality.”

As noted above, the priorities for funding through Restricted Use TOT revenue are Core Tourism Services and Strategic
Tourism Growth Initiatives. Core Tourism Services sustain Loudoun’s tourism base and competitively position Loudoun
County to attract visitors. Core Tourism Services are defined and measured based upon standards recommended by
Destination Marketing Association International. These services are provided by Visit Loudoun under a Memorandum of
Understanding with the County. Both the Restricted Use TOT Fund Policy and the MOU specify that 75 percent of Restricted
TOT funds will be annually allocated to Visit Loudoun in order to deliver Core Tourism Services.

Strategic Tourism Growth Initiatives expand Loudoun’s tourism base by implementing high priority projects that are
compatible with the programmatic elements of the Loudoun County Tourism Destination Strategy, which the County
develops and adopts with Visit Loudoun. Visit Loudoun serves as the primary programmatic element of the County’s travel
and tourism promotion activities. Projects funded as Strategic Tourism Growth Initiatives will be identified and prioritized as
part of the County’s annual budget process. Projects can be funded by Board direction, competitive procurement, grants to
non-profit entities, or transfers to County Agencies or Visit Loudoun. Any unused funds will be carried over for use as
reserve or for multi-year projects. The Policy also details the funding process for Strategic Growth Initiatives. The policy
mandates a reserve of 10 percent of actual Restricted TOT Revenues, for use during years in which revenues received are less

than projected.

The Policy calls for a 5-Year Tourism Destination Strategy, followed by a 4-Year Tourism Destination Strategy. The
Tourism Destination Strategy is reviewed annually by the Board of Supervisors, Visit Loudoun, the Economic Development

Advisory Commission, and industry partners to identify and prioritize Strategic Tourism Growth Initiatives.
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