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Report of Independent Auditor 
 
 
To the Board of Directors 
Atlantic Park Community Development Authority 
Virginia Beach, Virginia 
 
 
Report on the Audit of the Financial Statements 
 
Opinion 
We have audited the accompanying financial statements of the Atlantic Park Community Development Authority 
(the “Authority”), a component unit of the City of Virginia Beach, Virginia, as of and for the years ended June 30, 
2026 and 2025, and the related notes to the financial statements, which collectively comprise the Authority’s 
basic financial statements as listed in the table of contents. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Authority, as of June 30, 2026 and 2025, and the changes in financial position and its cash 
flows for the years then ended in accordance with accounting principles generally accepted in the United States 
of America. 
 
Basis for Opinion 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to the financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the Specifications for Audits of Authorities, Boards and 
Commissions (the “Specifications”), issued by the Auditor of Public Accounts of the Commonwealth of Virginia. 
Our responsibilities under those standards and Specifications are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of the Authority and to meet our other ethical responsibilities in accordance with the relevant ethical 
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in accordance 
with accounting principles generally accepted in the United States of America, and for the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Authority’s ability to continue as a 
going concern for twelve months beyond the financial statement date, including any currently known information 
that may raise substantial doubt shortly thereafter. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not 
a guarantee that an audit conducted in accordance with generally accepted auditing standards and Government 
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence 
the judgment made by a reasonable user based on the financial statements. 
  



 

 

In performing an audit in accordance with generally accepted auditing standards, Government Auditing 
Standards, and the Specifications, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud 
or error, and design and perform audit procedures responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. 

 
 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that 

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Authority’s internal control. Accordingly, no such opinion is expressed. 

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 

accounting estimates made by management, as well as evaluate the overall presentation of the financial 
statements. 

 
 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 

raise substantial doubt about the Authority’s ability to continue as a going concern for a reasonable 
period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that 
we identified during the audit. 
 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, be presented to supplement the basic financial statements. Such information is the 
responsibility of management and, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on 
the information because the limited procedures do not provide us with sufficient evidence to express an opinion 
or provide any assurance. 
 
Other Information 
Management is responsible for the other information included in the annual report. The other information 
comprises the listing of the Board of Directors but does not include the basic financial statements and our 
auditor’s report thereon. Our opinion on the basic financial statements do not cover the other information, and 
we do not express an opinion or any form of assurance thereon. 
 
In connection with our audit of the basic financial statements, our responsibility is to read the other information 
and consider whether a material inconsistency exists between the other information and the basic financial 
statements, or the other information otherwise appears to be materially misstated. If, based on the work 
performed, we conclude that an uncorrected material misstatement of the other information exists, we are 
required to describe it in our report. 
  



 

 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated October 13, 2026, on 
our consideration of the Authority’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of 
that report is solely to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s 
internal control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering Authority’s internal control over financial 
reporting and compliance. 
 
 
 
 
Virginia Beach, Virginia 
October 13, 2026 
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III.  MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
This Management’s Discussion and Analysis (MD&A) is intended to provide an objective and 
easily readable discussion of the Atlantic Park Community Development Authority’s (the 
“Authority”) financial activities for the fiscal year ended June 30, 2026, with comparison to the 
prior fiscal years ended June 30, 2025, and June 30, 2024, where applicable. This MD&A should 
be read in conjunction with the Authority’s basic financial statements and related notes. 
 
Overview of the Financial Statements 

The Authority’s basic financial statements include: 

• Statement of Net Position — presents the Authority’s assets, deferred outflows of 
resources, liabilities, deferred inflows of resources, and net position at year end. 

• Statement of Revenues, Expenses, and Changes in Net Position — presents the results 
of operations for the fiscal year. 

• Statement of Cash Flows — presents cash inflows and outflows from operating, 
noncapital financing, and investing activities. 

• Notes to the Financial Statements — provide additional detail and context for items 
reported in the basic financial statements. 

The Authority reports its activities as a business-type activity (enterprise fund) using the economic 
resources measurement focus and the accrual basis of accounting. 

Financial Summary 
 
The following condensed financial information is derived from the Authority’s financial 
statements. Because the Authority presents comparative financial statements for fiscal years ended 
June 30, 2026, and 2025, this MD&A includes three-year condensed comparative information for 
fiscal years ended June 30, 2026, 2025, and 2024, where applicable. 
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Condensed Statements of Net Position: 
 

 2026  2025  2024 
Assets:      

Current and other assets  $     8,318,850    $   11,881,729    $   17,018,834  
Long-term assets                      -                       -          6,107,355 

Total assets         8,318,850         11,881,729         23,126,189  

Liabilities:      
Current liabilities         2,901,556           1,909,153           2,477,316  
Long-term debt       67,038,843         68,311,752         68,174,661  

Total Liabilities       69,940,399         70,220,905         70,651,977  

Net Position      
Restricted         7,711,253         11,677,829         22,743,396  
Unrestricted      (69,332,802)       (70,017,005)       (70,269,184) 

Total Net Position (Deficit)  $  (61,621,549)   $  (58,339,176)   $  (47,525,788) 

 
Condensed Summary of Changes in Net Position: 
 

 2026  2025  2024 
Operating Revenues  $     1,869,115    $        564,735    $        424,820  
Operating Expenses              78,875              113,734              122,900  

Operating Income         1,790,240              451,001              301,920  

Other non-operating revenues and expenses        (5,072,613)       (11,264,389)       (39,455,622) 

Change in Net Position (Deficit)        (3,282,373)       (10,813,388)       (39,153,702) 
Net Position (Deficit), Beginning of Year      (58,339,176)       (47,525,788)         (8,372,086) 

Net Position (Deficit), End of Year  $  (61,621,549)   $  (58,339,176)   $  (47,525,788) 

Management’s discussion of significant changes in net position and operating results is provided 
in the Detailed Analyses and in the Significant Capital Asset and Long-Term Financing Activity 
sections below. 

Detailed Analyses 

A. Financial Position (Statement of Net Position) 

Overall, the Authority’s net position remained negative at June 30, 2026; and, net position 
decreased during fiscal year 2026. The decrease in fiscal year 2026 compared to fiscal year 2025 
was primarily attributable to a decrease in investments and donated capital assets. There were no 
short-term investments in fiscal year 2026 due to maturity of U.S. Treasury notes while 
investments totaled $6,274,527 in fiscal year 2025. 

The unfavorable change in net position from fiscal year 2024 to fiscal year 2025 was due primarily 
to the use of bond proceeds to fund capital assets owned by the City of Virginia Beach (the “City”), 
as well as the promissory note’s usage to fund capital assets owned by the City. 
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B. Results of Operations (Statement of Revenues, Expenses, and Changes in Net Position) 

For fiscal year 2026, the Authority reported a decrease in net position of $3,282,373 compared to 
fiscal year 2025 of $10,813,388.  

The fiscal year 2026 change in net position was driven primarily by: 

• Higher non-city grant revenues compared to the prior year due to the commencement of 
special admissions fees and special property tax collection, 

• Commencement of city grant revenue collection,  
• Lower interest income due to maturity of U.S. Treasury notes, and 
• Lower donated capital assets compared to the prior year due to completion of the 

construction of public improvements. 

For fiscal year 2025, the Authority reported a decrease in net position of $10,813,388 compared 
to decrease of $39,153,702 in fiscal year 2024. 

The fiscal year 2025 change in net position was driven primarily by the decreased costs of donated 
public improvements due to approaching the completion of construction of the public 
improvements partially offset by increased revenues and decreased operating expenses. 

C. Revenue Collections 
 
The primary source of revenues is performance grant revenues, comprising seven separate revenue 
streams split into city grant revenues and non-city grant revenues. City grant revenues totaled 
$849,898 from meals tax, admissions tax, participant tax, and sales tax in fiscal year 2026. No city 
grant revenues were collected in fiscal year 2025 or 2024. Non-city grant revenue collections 
totaled $1,019,217 from Knight Wagner revenues, special admissions fee, and special property tax 
in fiscal year 2026, compared to $564,735 collected in fiscal year 2025 and $424,820 in fiscal year 
2024.  
 
The increase in non-city grant revenue collections is primarily due to the opening of the 
Entertainment Venue and Surf Park Facilities and the commencement of special admission fee and 
special property tax collections in fiscal year 2026. Readers should refer to Note 8 to the financial 
statements for detailed revenue collection information. 
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Significant Capital Asset and Long-Term Financing Activity 

 
A. Capital Assets 
 
The Authority reported no capital assets at June 30, 2026, June 30, 2025, and June 30, 2024. The 
public improvements were deeded from Venture Waves, LLC (the “Developer”) to the Virginia 
Beach Development Authority (the “VBDA”) prior to bond issuance. $1,939,206 were recorded 
as “donated capital assets” in fiscal year 2026 compared to $8,589,423 in fiscal year 2024, and 
$37,653,436 in fiscal year 2024. The decrease in donated capital assets is due to the completion of 
the public improvements. Readers should refer to Note 6 for additional information. 
 
B. Long-Term Financing Activity 

 
The Authority’s long-term debt consists of the Series 2023 Revenue Bonds. During fiscal years 
2026, 2025, and 2024, outstanding debt remained unchanged, primarily because no principal 
payments were made. Principal payments will begin on August 1, 2026. 
 
There were no special mandatory redemptions made during fiscal year 2026, 2025, or 2024. 
Detailed information about the Authority’s bonds (including debt activity, redemption provisions, 
and debt service requirements) is presented in Note 7. 
 
Currently Known Facts, Decisions, or Conditions 

Management is not aware of currently known facts, decisions, or conditions that are expected to 
have a significant effect on the Authority’s financial position or that are expected to produce 
significant differences from current-period results of operations, other than those related to the 
ongoing collection of tax revenues and the scheduled debt service on the Series 2023, Term 2045 
Revenue Bonds. 

Potential factors that could affect future financial position or results include trends in assessment 
collections (including delinquency levels), assessment prepayment activity, and any changes in the 
underlying property base supporting the special assessments. 
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IV.  FINANCIAL STATEMENTS 
 

ATLANTIC PARK COMMUNITY DEVELOPMENT AUTHORITY 
A COMPONENT UNIT OF THE CITY OF VIRGINIA BEACH, VIRGINIA 

STATEMENTS OF NET POSITION 
As of June 30, 

     2026  2025 
Assets       

 Current Assets    

  Restricted cash and cash equivalents (note 3)  $     7,711,253    $     5,403,302  

  Short-term investments - restricted (note 4)                     -             6,274,527  

  Accrued interest receivable              22,347                87,358  

  Prepaid expenses                3,173                       -    

  Due from City of Virginia Beach            531,637              116,542  
  Special admission fee receivable             50,440                      - 

   Total Current Assets         8,318,850         11,881,729  

   Total Assets         8,318,850         11,881,729  

        
Liabilities      

 Current Liabilities    

  Accounts payable                6,388                14,374  

  Accrued liabilities              78,406              405,708  

  Accrued interest payable         1,389,714           1,389,714  

  Due to City of Virginia Beach              17,048                99,357  

  Current portion of long-term debt         1,410,000                       -    

   Total Current Liabilities         2,901,556           1,909,153  

 Noncurrent Liabilities    

  Bonds payable       51,955,000         53,365,000  

  Discount on bonds payable, net (note 7)        (2,616,157)         (2,753,248) 

  Promissory note payable (note 7)       17,700,000         17,700,000  

   Total Noncurrent Liabilities       67,038,843         68,311,752  

   Total Liabilities       69,940,399         70,220,905  

Net Position     

 Restricted          7,711,253         11,677,829  

 Unrestricted       (69,332,802)       (70,017,005) 

   Net Position (Deficit)  $  (61,621,549)   $  (58,339,176) 

 
 

The accompanying notes to the financial statements are an integral part of this statement. 
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ATLANTIC PARK COMMUNITY DEVELOPMENT AUTHORITY 
A COMPONENT UNIT OF THE CITY OF VIRGINIA BEACH, VIRGINIA 

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 
For the Years Ended June 30,  

 

    2026  2025 
Operating Revenues    

 Non-city grant revenues  $      1,019,217    $         564,735  

 City grant revenues             849,898                       -    

  Total Operating Revenues          1,869,115               564,735  

Operating Expenses    

 Administrative fees                60,778                  99,644  

 Legal fees                  1,597                    1,590  

 Accounting and audit fees                16,500                  12,500  

  Total Operating Expenses                78,875                113,734  

  Operating Income           1,790,240                451,001  

Other non-operating revenues and expenses    

 Interest and dividend income              338,997                797,436  

 Bond interest expense          (3,472,404)           (3,472,402) 

 Capital assets donated to Virginia Beach Development Authority (note 2D, 6 and 7)          (1,939,206)           (8,589,423) 

  Total Other Non-Operating Revenues and Expenses          (5,072,613)         (11,264,389) 

Change in Net Position (Deficit)          (3,282,373)         (10,813,388) 

Net Position (Deficit), Beginning of Year        (58,339,176)         (47,525,788) 

Net Position (Deficit), End of Year  $    (61,621,549)   $    (58,339,176) 

 
 

 
 

 

 

 

 

 

 
 

The accompanying notes to the financial statements are an integral part of this statement. 
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ATLANTIC PARK COMMUNITY DEVELOPMENT AUTHORITY 
A COMPONENT UNIT OF THE CITY OF VIRGINIA BEACH, VIRGINIA 

STATEMENTS OF CASH FLOWS 
For the Years Ended June 30,  

    2026  2025 
Cash Flows from Operating Activities    

 Cash receipts from City of Virginia Beach  $       1,403,582    $          665,564  

 Cash payments for administrative fees             (152,158)              (298,689) 

 Cash payments for legal fees                 (3,187)                          -    

 Cash payments for accounting and audit fees               (17,000)                          -    

  Net Cash Flows from Operating Activities           1,231,237                366,875  

       
Cash Flows from Investing Activities    

 Interest and dividends received on investments              396,535                692,196  

 Proceeds from maturities of marketable securities           6,282,000             3,250,000  

  Net Cash Flows from Investing Activities           6,678,535             3,942,196  

       
Cash Flows from Capital and Related Financing Activities    

 Payments for VBDA capital assets          (2,266,508)           (8,972,629) 
 Interest paid on bonds          (3,335,313)           (3,335,313) 

  Net Cash Flows from Capital and Related Financing Activities          (5,601,821)         (12,307,942) 

Change in Cash Balance           2,307,951            (7,998,871) 

Restricted Cash and Cash Equivalents, Beginning of Year           5,403,302           13,402,173  

Restricted Cash and Cash Equivalents, End of Year  $       7,711,253    $       5,403,302  

       
Adjustments to Reconcile Operating Profit to Net Cash     

 Flows from Operating Activities:    

  Operating Income  $       1,790,240    $          451,001  

  Adjustments    

   (Increase) decrease in due from City of Virginia Beach             (415,095)               100,831  

   Decrease in payments to City of Virginia Beach and VBDA               (82,309)              (199,331) 
   Increase in special admission fee receivable               (50,440)                          -       

   Increase in prepaid expenses                 (3,173)                          -    

   (Decrease) increase in accounts payable                 (7,986)                 14,374  

   Net Cash Flows from Operating Activities  $       1,231,237    $          366,875  
       
Supplemental Information    

 Donated Capital Assets to VBDA  $        1,939,206    $        8,589,423  

       
The accompanying notes to the financial statements are an integral part of this statement. 
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V.   NOTES TO THE FINANCIAL STATEMENTS 
 
NOTE 1—FINANCIAL REPORTING ENTITY 
 
The Atlantic Park Community Development Authority, (the “Authority”), a component unit of the 
City of Virginia Beach, Virginia, (the “City”) was established pursuant to the Virginia Water and 
Waste Authorities Act, Chapter 51, Title 15.2 of the Code of Virginia, 1950 (the “Act”), as amended, 
and Chapter 59.2 of Title 15.2 of the Code of Virginia (the “Knight-Wagner Act”).  The Act provides 
for the creation of an authority and a related Special Assessment District (the “District”) for the sole 
purpose of financing, constructing, and maintaining, if necessary, certain public improvements 
within, contiguous to, or serving the District. The Authority was created pursuant to the Act by an 
ordinance adopted by the City Council of Virginia Beach, Virginia (the “City Council”) on 
September 7, 2021, as amended by an ordinance adopted on April 5, 2022. 
 
The Atlantic Park Community Development Authority, Revenue Bonds, Series 2023 (the 
“Bonds”), were authorized by a resolution adopted by the Authority on October 18, 2022.  The 
Bonds were issued pursuant to an Indenture of Trust (the “Indenture”) by and between the 
Authority and U.S. Bank Trust Company, National Association (the “Trustee”), dated as of March 
1, 2023.   
 
The Authority issued Revenue Bonds, Series 2023, totaling $53,365,000 dated March 30, 2023, 
bearing interest at 6.25% per annum with a final maturity of August 1, 2045.  The Bonds were 
issued at an original issue discount of $3,062,084, which is being amortized using the straight-line 
method, over the life of the Bonds. The proceeds from the Bonds are being used to finance 
construction of certain public infrastructure improvements, to fund a debt service reserve fund, to 
fund the payment of interest on the Bonds during the construction period, and to pay costs of 
issuing the Bonds.   
 
The Bonds are intended to be paid by a pledge of performance grant payments which will equal 
amounts generated by taxes and charges imposed on certain property and transactions occurring 
within the District, pre-stabilization advances from the Virginia Beach Tourism Investment 
Program Fund (the “TIP Fund), and/or special assessments. Special assessments, if imposed, will 
be made a lien on parcels subject to taxation in the District, and, pursuant to the Indenture, the City 
will collect special assessments and pursue the collection of delinquent payments with the same 
diligence it employs in the collection of the City’s ad valorem taxes.  
 
In addition, on April 30, 2024, the Authority executed a promissory note (the “Note”) with the 
City to be paid back no later than October 18, 2062, without interest.  The proceeds will be used 
to complete offsite infrastructure improvements approved by the Authority on April 5, 2022, in 
the Ordinance Amending an Ordinance Creating the Atlantic Park Community Development 
Authority.  The debt will be paid from proceeds that exceed debt service and administrative fees 
or by extending the duration of the Authority beyond the bond term in order to pay back the Note. 
 
The Atlantic Park project is a multi-phase, mixed-use development on 10.2 acres in the oceanfront 
resort district of the City. Phase I of the development consists of four components: (1) the “CDA 
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Facilities”, which include 1,469 parking spaces contained in two parking decks, the first being an 
8-story precast parking deck (the “Northwest Deck”) containing 1,065 parking spaces and the 
second being a 4-story cast-in-place concrete parking deck (the “North Deck”) containing 404 
parking spaces, (2) the “Residential/Commercial Facilities”, which include approximately 309 
apartment homes, 73,345 square feet of retail and food and beverage space,  and 10,000 square 
feet of office space, (3) the “Entertainment Venue”, which will be  a 3-story indoor concert and 
entertainment facility, and (4) the “Surf Park Facilities”, which include a surf lagoon of 
approximately 2.68 acres with a wave pool, beach area and related cabanas.  
 
The development is being undertaken by Venture Waves, LLC (the “Developer”), a Virginia 
limited liability company. 
 
The Authority is governed by a Board of eleven directors that consists of the members of the City 
Council.  Each member serves a term that is concurrent with such person’s term as a member of 
the City Council with terms running until December 31, 2026. 
 
The Authority’s management believes these financial statements present all activities for which 
the Authority is financially accountable. 
 
NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The significant accounting policies followed in the preparation of these financial statements are 
summarized below. These policies conform to accounting principles generally accepted in the 
United States of America (the “GAAP”) for local governmental units as prescribed in the 
statements issued by the Governmental Accounting Standards Board (the “GASB”) and other 
recognized authoritative sources.   
 
A. Basis of Presentation 

 
The Authority’s basic financial statements consist of the Statements of Net Position, the 
Statements of Revenues, Expenses, and Changes in Net Position, and the Statements of Cash 
Flows.  The Authority uses enterprise fund accounting to maintain its financial records during the 
fiscal year.  Enterprise fund accounting focuses on the determination of operating income, financial 
position and changes in net position, and cash flows. 
 
B. Measurement Focus and Basis of Accounting 

 
The Authority’s financial activity is accounted for using a flow of economic resources 
measurement focus.  With this measurement focus, all assets and all liabilities associated with the 
operation of the Authority are included on the Statements of Net Position. The Statements of 
Revenues, Expenses, and Changes in Net Position present increases (e.g., revenues) and decreases 
(e.g., expenses) in net position. The Statements of Cash Flows reflect how the Authority finances 
and meets its cash flow needs. 

 
Net Position is segregated into Restricted and Unrestricted components, if applicable.  Basis of 
accounting refers to when revenues and expenses are recognized in the accounts and reported in 
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the financial statements, and measurement focus relates to the timing of the measurements made.  
The Authority uses the accrual basis of accounting, and the flow of economic resources 
measurement focus for reporting purposes.  Revenues are recognized when they are earned, and 
expenses are recognized when they are incurred.   
 
C. Cash and Cash Equivalents 
 
Cash received by the Authority is deposited with a financial institution or invested.  Deposits and 
investments having an original maturity of three months or less at the time they are purchased are 
presented in the financial statements as Cash and Cash Equivalents.   
 
Investments with an initial maturity of more than three months are reported as Investments.  
Investments are reported at fair value and are segregated into short-term and long-term 
components.  Investments maturing within one year are considered short-term.  All investments 
are expected to be held until maturity. 
 
D. Capital Assets 

 
The Authority has no capital assets.  The parking garage public improvements were deeded from 
the Developer to the Virginia Beach Development Authority (the “VBDA”) prior to Bond 
issuance.  The off-site public improvements are owned by the City.  The Authority continues to 
fund the costs of the public improvements and records them as “donated capital assets” in the 
financial statements.   
 
E. Net Position 
 
Net position represents the difference between assets and liabilities. Net Position is reported as 
restricted when there are limitations imposed on its use either through enabling legislation adopted 
by the Authority or through external restrictions imposed by creditors, grantors, or laws or 
regulations of other governments. The Authority first applies restricted resources when an expense 
is incurred for which both restricted and unrestricted resources are available. 
 
F. Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the primary activity of the 
Authority.  For the Authority, these revenues are grant and non-grant revenues, and if needed, pre-
stabilization advances and special assessments. Operating expenses are the necessary costs 
incurred to provide the service that is the primary activity of the Authority. All revenues and 
expenses not meeting this definition are reported as non-operating. 
 
G. Use of Estimates 
 
The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes.  Actual results may differ from those estimates. 
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H. Income Taxes 
 
The Authority is a governmental entity and, therefore, is exempt from all federal and state income 
taxes. 
 
I. New Accounting Standards 
 
GASB Statement No. 103, Financial Reporting Model Improvements, became effective in fiscal 
year 2026, and the implementation of GASB Statement No. 103 modified certain presentation and 
disclosure requirements, including the structure and content of Management's Discussion and 
Analysis. 
 
GASB Statement No. 104, Disclosure of Certain Capital Assets, became effective in fiscal year 
2026 and had no impact on the Authority since the Authority did not report capital assets subject 
to the disclosure requirements of the standard during the fiscal year. 
 
J. Future Accounting Standards 

 
GASB has issued new standards that will become effective in future fiscal years.  The Authority 
will evaluate the impact each of these pronouncements may have on its financial statements and 
will implement them as applicable and when material. 
 
NOTE 3—CASH AND CASH EQUIVALENTS 

 
Cash and cash equivalents consisted of the following as of June 30, 2026, and 2025: 
 

 2026  2025 
Money market funds  $    7,711,253    $    5,403,302  

Total cash and cash equivalents  $    7,711,253    $    5,403,302  
 
A. Custodial Credit Risk 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Authority’s deposits may 
not be returned.  There is no custodial credit risk to these accounts as the entire bank balance was 
covered by federal depository insurance or collateralized in accordance with the provisions under 
the Indenture.   
 
Cash and cash equivalents consist of investments in money market accounts. Such underlying 
securities were held by financial institutions in their trust departments in the Authority’s name.   
 
B. Interest Rate Risk 
 
Interest rate risk is the risk that an interest rate change could adversely affect an investment’s fair 
value. As a means of limiting exposure to fair value losses arising from rising interest rates, the 
Indenture requires the investments of money in the Debt Service Reserve Fund and the Revenue 
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Stabilization Fund to mature or be payable at the option of the Trustee not more than five years 
after the date of their purchase. The Authority’s deposits in money market funds are withdrawable 
on demand. 
 
C. Credit Risk 
 
Credit risk is the risk that an issuer or counterparty to an investment will be unable to fulfill its 
obligations. The Indenture specifies that the Trustee may rely upon the Authority’s written 
instructions as to both the suitability and legality of directed investments.  Investments at June 30, 
2026, and 2025, were in money market funds, at the time rated “AAAm” by Standard and Poor’s. 
  
All funds held in the accounts created by the Indenture, which are on deposit with any bank, will 
be continuously secured in the manner required by the Indenture. 
 
D. Concentration of Credit Risk 
 
Concentration of credit risk can arise by failing to adequately diversify investments.  The Indenture 
establishes no limitations on portfolio composition by the issuer.   
 
E. Fair Value Measurements 
 
The Authority categorizes its fair value measurements within the fair value hierarchy established 
by GAAP.  The hierarchy is based on the valuation inputs used to measure the fair value of the 
asset.  Level 1 inputs are quoted prices in active markets for identical assets, Level 2 inputs are 
significant other observable inputs, and Level 3 inputs are significant unobservable inputs. The 
Authority’s investments in money market funds totaled $7,711,253 and $5,403,302 in fiscal years 
2026 and 2025, respectively, and are valued using quoted market prices (Level 1 inputs).   
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NOTE 4—INVESTMENTS 
 
There were no investments as of June 30, 2026. Investments are reported at fair value and are 
segregated into short-term and long-term components based on the maturity date of the investment. 
All investments are expected to be held until maturity. Investments consisted of the following at 
June 30, 2025:  
 

2025 Investments 
 

Par Value 
 

 Interest Rate 
 

 Maturity 
 Fair Market 

Value 
US Treasury Note   $     1,454,000           0.250%      7/31/2025  $    1,449,086 
US Treasury Note           $     4,828,000                   3.000%   7/15/2025        4,825,441 
   Total Short-Term          $    6,274,527 
           
Total Investments           $    6,274,527 

 
The Authority categorizes its fair value measurements within the fair value hierarchy established 
by GAAP. The hierarchy is based on the valuation inputs used to measure the fair value of the 
asset.  Level 1 inputs are quoted prices in active markets for identical assets, Level 2 inputs are 
significant other observable inputs, and Level 3 inputs are significant unobservable inputs. The 
Authority’s investments in US Treasury Notes totaled $6,274,527 in fiscal year 2025 and are 
valued using quoted market prices (Level 1 inputs). 
 
NOTE 5—RECEIVABLES 
 
Receivables at June 30, 2026 consisted of Knight-Wagner non-city grant revenues, special 
admission non-city grant revenues, and city grant revenues due from the City. Receivables also 
included interest and dividends on investments. All receivables are considered collectable in full 
within one year.  
 
NOTE 6—CAPITAL ASSETS 
 
The Authority has no capital assets. The public improvements, consisting of two parking units: the 
Northwest Deck and the North Deck, in the Atlantic Park multi-phase, mixed-use development, 
were deeded from the Developer to the VBDA prior to bond issuance. The VBDA has the right to 
manage the garages or outsource such responsibility to a third-party manager, which could include 
the Developer. The Authority continues to fund the costs of the public improvements and records 
them as “donated capital assets” in the financial statements. Per review of the Developer’s 
Continuing Disclosure Statement as of June 30, 2026, 99% of the parking garage budget has been 
spent, and the parking garages were considered complete. 
 
In addition, an allowance for expenditures of $17,700,000 for off-site infrastructure was approved 
by the Authority on April 5, 2022, in the Ordinance Amending an Ordinance Creating the Atlantic 
Park Community Development Authority. The public improvements consist of signal work, 
stormwater and undergrounding of utilities. As of June 30, 2026, the costs had been submitted to 
and paid by the City, which will be reimbursed by the Authority up to the $17,700,000 amount of 
the Note. See Note 7B for additional information. 
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A total of $61,589,618 and $59,650,412 was incurred for the project as of June 30, 2026, and 2025, 
respectively, which includes $1,352,462 paid by the City to the VBDA prior to bond closing.  
 
NOTE 7—LONG-TERM OBLIGATIONS 
 
Long-term obligations consisted of the following at June 30, 2026 and 2025: 
 

 Balance      Balance  Due in  

2026 July 1, 2025  Increase  Decrease  June 30, 2026  one year 

Series 2023, Term 2045  $      53,365,000    $                  -      $                   -      $    53,365,000    $   1,410,000  

Less:  Unamortized discount           (2,753,248)                       -                137,091           (2,616,157)                       -   

Total Bonds Payable          50,611,752                        -                137,091          50,748,843         1,410,000  

Promissory Note Payable          17,700,000                        -                           -            17,700,000                        -   

Total Long-Term Debt  $      68,311,752    $                  -      $        137,091    $    68,448,843    $   1,410,000  

          

 Balance      Balance  Due in  

2025 July 1, 2024  Increase  Decrease  June 30, 2025  one year 

Series 2023, Term 2045  $      53,365,000    $                  -      $                   -      $    53,365,000    $                  -   

Less:  Unamortized discount           (2,890,339)                       -                137,091           (2,753,248)                       -   

Total Bonds Payable          50,474,661                        -                137,091          50,611,752                        -   

Promissory Note Payable          17,700,000                        -                           -            17,700,000                        -   

Total Long-Term Debt  $      68,174,661    $                  -      $        137,091    $    68,311,752    $                  -   

 
A.  Revenue Bonds, Series 2023 
 
The Authority issued Revenue Bonds, Series 2023, totaling $53,365,000 dated March 30, 2023, 
bearing interest at 6.25% per annum with a final maturity of August 1, 2045. The Bonds were 
issued at an original issue discount of $3,062,084, which is being amortized, using the straight-
line method, over the life of the Bonds.  
 
The proceeds from the Bonds are being used to finance construction of certain public infrastructure 
improvements, to fund a debt service reserve fund, to fund the payment of interest on the Bonds 
during the construction period, and to pay costs of issuing the Bonds.   
 
The Bonds are intended to be paid primarily from performance grant revenues equal to amounts 
generated by taxes and charges imposed on certain property and transactions occurring within the 
District. The performance grant term begins on the first day of the first month following the 
expiration of the interest-only period under the Bonds (August 1, 2025) and concludes on the 
twentieth anniversary of the term or the date the Bonds are retired, whichever is sooner (the “Grant 
Term”). 
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The Bonds are limited obligations of the Authority payable solely from and secured by a pledge 
of performance grant payments, pre-stabilization advances, special assessments and certain funds 
held by the Trustee.   
 
Interest on the Bonds is payable according to the terms specified by the Indenture semiannually 
on February 1 and August 1 of each year commencing on August 1, 2023. Interest on the Bonds 
is calculated based on a 360-day year comprised of twelve 30-day months. Interest payments 
totaling $3,335,313 and $3,335,313 were paid in fiscal year 2026 and 2025, respectively.   
 
The Bonds are subject to optional redemption, special mandatory redemption, and mandatory 
sinking fund redemption. Principal payments on the Bonds are due each August 1 beginning 
August 1, 2026, according to the mandatory sinking fund redemption schedule. 
 

1.  Optional Redemption 
 
The Bonds may be called for redemption at the option of the Authority, in whole or in part, in 
increments of $100,000 or any integral multiple of $5,000 in excess thereof, any time, on or after 
August 1, 2032, at a redemption price equal to 100% of the principal amount of the  
Bonds to be redeemed plus accrued interest to the date of redemption.  
 

2.  Special Mandatory Redemption  
 
The Bonds are subject to special mandatory redemption, in whole or in part, in increments of 
$100,000 or any integral multiple of $5,000 in excess thereof, at a redemption price equal to 100% 
of the principal amount to be redeemed, together with accrued interest to the date of redemption 
on any interest payment date from amounts deposited into the Prepayment Account, or at any time 
after the completion date of the public improvements from monies remaining in the Project 
Account or any amounts transferred from the Net Proceeds Account to the Redemption Account.   
 

3. Mandatory Sinking Fund Redemption 
 

The Bonds are required to be redeemed each August 1 in the years and in the amounts set forth 
below: 
 

Year Ending 
June 30:  Principal   Interest 

2027   $    1,410,000    $    3,291,250  
2028  1,500,000   3,200,313  
2029  1,595,000   3,103,594  
2030  1,695,000   3,000,781  
2031  1,800,000   2,891,563  

2032-2036  10,830,000   12,566,563  
2037-2041  14,670,000   8,610,938  
2042-2046  19,865,000   3,254,531  

Total   $  53,365,000    $  39,919,533  
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B.  Promissory Note 
 
On April 30, 2024, the Authority executed a Note with the City for $17,700,000 to be repaid no 
later than October 18, 2062, without interest.   
 
The proceeds from the Note are being used to finance construction of off-site improvements.  The 
debt will be paid from proceeds that exceed debt service and administrative fees as defined in the 
Development Agreement, or by extending the duration of the Authority beyond the bond term. 
 
C. Administrative Expense Advances 
 
Subject to annual appropriation by the City Council, the City and the VBDA shall pay, on behalf 
of the Authority, the administrative expenses and legal fees respectively, due during the 
construction phase and the pre-stabilization phase if performance grant revenues are insufficient.  
These payments shall constitute administrative expenses advances and shall be reimbursed 
promptly by the Authority from amounts on deposit in the Revenue Stabilization Fund. 
 
As of June 30, 2026, $1,403,581 in revenues from sales and use tax transactions within the 
Authority have been received. However, no reimbursement has been made to the City or the 
VBDA. Therefore, as of June 30, 2026, $5,048 in administrative expenses and $12,000 in audit 
fees have been recorded as accrued liabilities due to the City for expenses for the fiscal year 2026.  
 
As of June 30, 2025, $665,564 in revenues from sales and use tax transactions within the Authority 
have been received. Therefore, as of June 30, 2025, $85,267 in administrative expenses, $1,590 in 
legal fees and $12,500 in audit fees have been recorded as accrued liabilities due to the City for 
expenses for the fiscal year 2025. These expenses were reimbursed to the City during fiscal year 
2026. 
 
Due to the completion of the construction phase, the administrative and legal fees were mainly 
paid from the Administrative Expense Fund in fiscal year 2026. 
 
NOTE 8—REVENUES 
 
The primary security for the Bonds are performance grant revenues, comprising seven separate 
revenue streams split into “City Grant Revenues” and “Non-City Grant Revenues”.  
  
“City Grant Revenues” are as follows: 

 Meals tax revenues generated from a 1.06% tax on prepared food, in addition to the state 
and local sales taxes, 

 Admissions tax revenues generated from a 10% admissions tax on ticket sales within the 
District, excluding those ticket sales at the entertainment venue, and only levied at 5% on 
the surf park ticket sales,  

 Participant tax revenues generated from a 5% admissions fee on tickets that pay a 5% 
regular admissions tax, and  

 Sales tax revenues generated from a 1.5% sales and use tax on transactions within the 
District, excluding those transactions subject to the admissions tax. 
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“Non-City Grant Revenues” are as follows: 
 Knight-Wagner revenues generated from an additional 2.025% sales and use tax on 

transactions within the District, excluding those transactions subject to the admissions tax, 
 Special admissions fee revenues generated from a 5% admissions fee on tickets that pay a 

5% regular admissions tax, and  
 Special property tax revenues generated from a $0.25 per $100 of assessed value special 

tax levied upon taxable property in the District, except for the entertainment venue. 
 
For the first three years of the Grant Term, if performance grant revenues are insufficient to pay 
debt service, the City may appropriate pre-stabilization advances from the TIP Fund. If the 
performance grant revenues plus the pre-stabilization advances are insufficient to pay debt service, 
the City, at the request of the Authority, can levy and collect special assessments to compensate 
for the shortfall. In the unlikely event that special assessments are determined to be legally 
unenforceable in a final decree by a court of competent jurisdiction, the City can levy additional 
special property taxes on the taxable properties in the District. 
 
The amount of pre-stabilization advances in any bond year cannot exceed the amount of real 
property taxes collected within the District, excluding any special property tax revenues, during 
such bond year. Pre-stabilization advances will be repaid to the VBDA from any future excess 
revenues collected and available for such purposes. 
 
For the fiscal year 2026, $1,403,582 in revenues from sales and use tax transactions within the 
Authority have been received. No pre-stabilization advances have been drawn, and no special 
assessments have been levied.   
 
For the fiscal year 2025, $665,564 in revenues from sales and use taxes on transactions within the 
Authority had been received. No pre-stabilization advances have been drawn, and no special 
assessments have been levied.   
 
Subject to the withholding of any amounts to repay pre-stabilization advances and administrative 
expenses advances, the admissions tax revenues, the Knight-Wagner revenues, the meals tax 
revenues, and the sales tax revenues are paid by the City to the Trustee on a quarterly basis and 
not later than March 1, June 1, September 1, and December 1 beginning on the first due date 
occurring after the commencement of the Grant Term.   
 
Subject to the withholding of any amounts to repay pre-stabilization advances and administrative 
expenses advances, the special admissions fee revenues is paid to the Trustee by the Developer on 
a monthly basis and not later than the fifteenth day of the month following the month in which 
amounts were collected, with such payments beginning during the second month of the Grant Term 
(September 2025) and concluding on the date as of which all Bonds have been paid in full. 
 
Subject to the withholding of any amounts to repay pre-stabilization advances and administrative 
expenses advances, the special property tax revenues is paid by the City to the Trustee on each 
July 15 and January 15, with the first payment due on January 15, 2026, and concluding on the 
July 15 or January 15 that immediately precedes the date as of which all Bonds have been paid in 
full. 
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Per the Indenture, any interest accruing on and any profit realized from the investment of money 
in the Project Fund shall be transferred to the Revenue Stabilization Fund on each interest payment 
date. In addition, per the Development Agreement, Knight-Wagner revenues attributable to sales 
during the construction phase shall be transferred to the Revenue Stabilization Fund held by the 
Trustee. The construction phase is defined as the period of time commencing with the closing date 
of the Bonds through the completion of the public facilities. The Knight-Wagner revenues used to 
fund the Revenue Stabilization Fund shall not constitute part of the performance grant and shall 
be in addition to any performance grant payments made during the grant term. Any amounts 
remaining in the Revenue Stabilization Fund upon retirement of the Bonds will be returned to the 
City.   
 
NOTE 9—ARBITRAGE 
 
When applicable, arbitrage calculations are performed on the Authority’s funds to determine any 
arbitrage rebate or yield restriction liability. No liabilities for arbitrage rebate or yield restrictions 
were identified in the fiscal years ending June 30, 2026, or 2025. 
 
NOTE 10—CONTINGENT LIABILITIES 
 
Per review of the Developer’s Continuing Disclosure Statement as of June 30, 2026, the Developer 
intends to appeal various real estate assessments. This may lead to an increase in the pre-
stabilization advances. Management does not currently expect the appeal to have impact on the 
Authority’s financial position. 
 
NOTE 11—SUBSEQUENT EVENTS 
 
The accumulated administrative expenses advances of $17,048 will be paid to the City by the 
Authority in fiscal year 2027 from accumulated earned interest, excess debt service reserve fund 
income and Knight-Wagner Non-City Grant Revenues. 
 
Due to insufficient revenue collections to pay debt service, the pre-stabilization advance of 
$930,526 was received on July 30, 2026.  
 
Due to insufficient performance grant revenues and the pre-stabilization advances to pay debt 
service, the City will levy and collect special assessments of $1,686,118 in the fiscal year 2027. 
 
NOTE 12—EVALUATION OF SUBSEQUENT EVENTS 
 
Management has evaluated subsequent events through October 13, 2026, the date which the 
financial statements were available to be issued. 
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Report of Independent Auditor on Internal Control over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards 

To the Board of Directors 
Atlantic Park Community Development Authority 
Virginia Beach, Virginia 

We have audited, in accordance with auditing standards generally accepted in the United States of America, the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States, and the Specifications for Audits of Authorities, Boards, and Commissions 
(the “Specifications”) issued by the Auditor of Public Accounts of the Commonwealth of Virginia, the financial 
statements of the Atlantic Park Community Development Authority (the “Authority”), a component unit of the City 
of Virginia Beach, Virginia, as of and for the year ended June 30, 2026, and the related notes to the financial 
statements, which collectively comprise the Authority’s basic financial statements, and have issued our report 
thereon dated October 13, 2026. 

Report on Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered Authority’s internal control over 
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of Authority’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of Authority’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements, on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or, 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses or significant deficiencies 
may exist that were not identified. 

Report on Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Authority’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
financial statements. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards or the Specifications. 



 

 

Purpose of This Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 
 
 
 
 
Virginia Beach, Virginia 
October 13, 2026 




