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. Pace of Federal Reserve i m
aggressive since 1961

» Lowest interest rates since 1962
e Airline travel down 25%




Business Correction Underway Prior to Sept. 11...
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556..and increased Layoffs...
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¢ Businesses began responding
vigorously to slowing sales by cutting
output last year.

¢ There also were significant layoffs in
an attemnpt to keep costs under
control. The aggressive production
and job cuis were underway prior to
the September 11 tragedy.

¢ These corrective measures were
effective in helping 1o bring excess
inventories under control.
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L Lonsumers Also Have Cut Back
Jobs Have Declined Since 2000...
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...Falling Confidence is a Concern

¢ Consumer confidence slipped from 120
the highs of last year, but stayed well
above the lows of the last recession.
More recently, confiderice be an
falling after the September 1"
attacks. 60
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confidence? .
e Low inflation?

* Short-lived recession?

* Impact if more incidents occur?
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The Consensus Forecast

Real Growth & Inflation interest Rates / Yields
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Macro Economic Forecast 4Q00 1Q01 2001 3Q01
Real GDP 1.0 1.3 0.5 1.4
Consumer Price Index 2.9 4.2 3.1 1.7
interest Rate Forecast
Fed Funds 6.47 5.59 4.34 3.6
10-Year Treasury 557 5.05 527 51

Source: Blue Chip Financial Forecasts, October 2001

CAPITAL MANAGEMENT



+41 5% budgeted

* Sales tax 0.3% growth (pre 9/ 1D
+7.7% budgeted



City of Alexandria, Virginia

MEMORANDUM
DATE: NOVEMBER 15, 2001
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL

-

FROM: MARK JINKS, ASSISTANT CITY MANAGW’——

SUBJECT: REVISION OF FINANCIAL ISSUES RETREAT CHART

For your retreat notebooks, attached you will find a revised chart “Percent Growth in State
Individual Income Tax,” which should replace the chart on page nine of the Financial Issues
presentation. The original chart mixed sales and income tax data. This chart fixes that problem.
However, you can see that the drop off in income taxes and the budgeted versus year-to-date
receipts for individual income taxes is very close to the trend depicted on the original chart.

Attachment

cc:  Philip Sunderland, City Manager



Percent Growth in State Individual Income Tax*
(Revised)
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* IT and telecom sector problems continue

* Source: Delta Associates September 2001 Report



Cgmerva‘twe FY 2002 revente budget

» However, shortfalls in some FY 2002 revenue
categories likely



—_ But Wﬂl market demand soften before December 315t‘7

« Commercial properties will appreciate but, hotels
likely to decline in value

Office vacancy rates to rise in 2002 to double digit
levels



e rpony

— Parsonal Property (8.6%)

—= Car Tax Reimbursement (5.8%})
Intergovernmertal (6.8%)

Total
Intergovernmental - 12.5%
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. Health Insurance Increases Of$@l‘;t0 $:1;;_5a.
* VRS: FY 2003 conmbutmn will remain Stable

— Debt service increases $2.3 million primarily
from July 2001 bond sale

:111()11 .



pnmarﬂy to FY 20()4



Regional Jail (0.54%)—

Public Buildings (10.94%)



H *Cltlzen 1nterests | |
'« New or revised pro_]ect cost eshmates; .
» Health and safety concerns |
» State or federal mandates

* Deferring projects in current CIP may be B
necessary to later years or beyond FY 2008




ive

AP

» Conservat




Budget Balancing Factors

Sales Tax Real Estate Assessments

Restaurant Meals Tax >

Personal Property Assessments
Transient Tax >

Business License Taxes

Interest Earnings
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State Aid

< Capital Funding

i

< Compensation

Base Budget

B
< ity Initiatives

School Initiatives

»
< —3
(reduce) Real Estate Tax Rate (constant)




-~ Improve the deveiopment process o

— Increase fees to recover cost associated w1th the developmem
process

* Social and Community Services Planning

— Assess based on new Census information
— United Way “Working Poor Report”



Budget savmgs for FY 2003 due to emollment declmﬁ of 317

Projection methodology under review
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