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MEMORANDUM 
 
TO:  The Honorable Abigail D. Spanberger 
 
THROUGH: The Honorable Bonnie Krenz-Schnurman 
 
FROM: Mark D. Sickles 
 
SUBJECT: Preliminary Fiscal Year 2026 Revenue Surplus 
 
 

Based on preliminary data, Fiscal Year 2026 revenues exceeded the official revenue forecast 

assumed in the 2026 Amendments to the 2025 Appropriation Act (Chapter 7, 2026 Acts of 

Assembly) by 2.9 percent, or $936.3 million. Total general fund revenues grew $2.09 billion 

(6.7%) over the prior fiscal year. Growth was led by individual income tax and sales & use tax, 

with slight declines among smaller sources like insurance premiums and interest income. These 

figures remain subject to final accounting adjustments at month-end close and may change slightly. 

Payroll withholding collections totaled $18.63 billion, exceeding the forecast by $183.4 million, 

(1.0% variance), and grew $1.07 billion (6.1%) over last year. Significant wage growth sustained 

withholding revenue despite the Commonwealth experiencing net job losses over the course of 

Fiscal Year 2026. 

Nonwithholding revenues reached $8.03 billion, exceeding the forecast by $347.0 million (4.5% 

variance) and increasing $509.9 million (6.8%) year-over-year. Nonwithholding revenues are 

highly correlated with equity prices and thus benefitted from stock market growth. Because the 

stock market is inherently unpredictable, the FY26 revenue growth forecast called for a cautious 

2.2 percent year-over-year increase. A positive variance in this source is the normal outcome 

absent any large and sustained equity price decline.  
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Refunds totaled $2.94 billion, which was $286.0 million below forecast (8.9% variance) and 

$249.8 million (7.8%) lower than the prior year. Changes in individual refunds are dominated by 

changes in policy and resulting taxpayer reactions. Fiscal Year 2026 included a host of policy 

changes, chiefly conformity to H.R.1 and an increase in the Commonwealth’s standard deduction.  

Sales & Use Tax collections totaled $5.12 billion, ahead of forecast by $157.2 million (3.2% 

variance) and up $312.1 million (6.5%) compared to last year. The consumer landscape was 

complex in Fiscal Year 2026. Jobs declined by approximately 50,000 in Virginia, but the 

remaining jobs experienced above-average wage growth. Rising inflation ate into some of that 

wage growth, but Covid-era savings provided a large pool to draw upon and thus sustain 

consumption. The net effect pushed revenues up significantly and resulted in unusually strong 

revenue growth. 

Corporate income tax collections came in at $1.90 billion, $69.5 million below forecast (-3.5% 

variance) and $26.2 million (1.4%) above prior-year levels. The variance in corporate income tax 

is well within expectations given the contingent nature of the revenue source. Complex timelines 

and the concentration in a few large payers contribute to corporate tax variability. 

Other sources were mostly close to revenue targets with the exception of wills, suits, deeds, and 

contract fees which performed significantly above expectations. 

• Insurance premium license tax revenues were $514.7 million, $22.2 million below 

forecast (-4.1% variance) and down $26.7 million (-4.9%) year-over-year. 

• Wills, suits, deeds, and contract fees – mainly recordation taxes – totaled $540.0 million, 

beating forecast by $65.9 million (13.9% variance) and growing $68.9 million (14.6%) 

from the prior year. Much of this was driven by mortgage refinancing which increased 

significantly despite mortgage rates remaining relatively high.   

• Interest income totaled $531.5 million, a miss of only $9.2 million (–1.7% variance). 

Interest income declined $62.3 million (–10.5%) from last year. The decline was 

anticipated as the federal funds rate declined significantly through the beginning of the 

fiscal year. 

• All other categories combined totaled $979.6 million, below forecast by just $2.3 million 

(-0.2% variance) and declined $63.3 million (6.1%) compared to last year. The year-over-

year decline was due to one-time payments in the prior fiscal year. 
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Preliminary June Revenues 

Total general fund revenues in June were slightly ahead of projections, exceeding the forecast by 

$99.1 million (3.0% variance) according to preliminary figures. Revenue for the month grew 

$249.5 million (7.8%) year-over-year.  

The positive variance for the month was driven mainly by higher than projected nonwithholding 

revenues which grew $104.3 million (12.7%) year-over-year and exceeded projections by $70.1 

million (8.2%). Among the other major revenue sources, payroll withholding revenues grew $99.5 

million (7.4%) compared to June of last year and exceeded projections by $26.8 million (1.9%). 

Individual refunds grew year-over-year by $20.3 million (17.7%) in June and exceeded the forecast 

by $21.8 million (19.3%). Sales & use tax revenues for June, reflecting May sales, increased $29.2 

million (6.9%) and exceeded the forecast by $23.5 million (5.4%), while corporate income tax 

collections grew $50.3 million (15.8%) but fell short of projections by $7.2 million (-1.9%).  

A complete accounting of all final revenue sources will be available after final year-end close 

and will be released publicly at the August Joint Money Committee meeting. 


