City of Alexandria, Virginia
MEMORANDUM
DATE:

DECEMBER 8,2010

TO:

THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL

FROM:

JAMES K. HARTMANN, CITY MANAGER

SUBJECT:

MONTHLY FINANCIAL REPORT FOR THE PERIOD ENDING OCTOBER
31,2010

ISSUE: Receipt of the City's Monthly Financial Report for the period ending October 31,2010.
RECOMMENDATION: That City Council receive the following Monthly Financial Report
for the period ending October 3 1,2010.
DISCUSSION: This report includes highlights of the City's financial condition and provides
fiscal year (FY)20 11 financial information on revenues and expenditures of the General Fund
for the period ending October 31, 2010. Detailed economic, revenue, and expenditure charts are
also available from the City of Alexandria website at alexandriava.gov/financialreports.
ECONOMIC HIGHLIGHTS:
The national economy grew at a slightly faster pace in the 3rd quarter. The
annualized rate of growth in the GDP increased to 2.5 percent, still below the long-term
average
- rate of growth.
Alexandria's economy is relatively strong compared to the national economy.
Transient Lodging
- - and Meals Tax collections are stronger
- than last year, while Sales Tax
collections have improved recently.
The volume of sales in the residential real estate market is extremely slow. However,
the average calendar year-to-date price increased 3.5% compared to last year.
Over the last three months, the number of foreclosures in Alexandria reached its
highest level in over two years. These foreclosures are generally focused in lower value
condominiums and in certain areas of the City.
Detailed analysis of sales tax collections and the City's foreclosure situation are
available in Attachments 4 and 5 of the Monthly Financial Report.
REVENUE HIGHLIGHTS:
Year-to-Date Revenues: As of October 3 1,2010, actual General Fund revenues totaled
$101.1 million, which is 7.7 percent higher than FY 2010 revenues for the same period last
year. Most of this increase is related to the early payment of real estate taxes.

Business License Tax: The increase in this categoIy reflects a change in the timing
of payments due to an increase in the number of businesses on quarterly payment
plans.
Licenses and Permits: The categoIy decrease is due to the transfer of
approximately $3.8 million in new construction fees from the General Fund to a
special revenue account beginning July 1,2010, where they will be used to cover the
cost of Code Enforcement's New Construction Division, which is now self-financed
from these permit fees.
EXPENDITURE HIGHLIGHTS:
Year-to-Date Expenditures: As of October 31,2010, actual General Fund expenditures totaled
$153.4 million, an increase of $4.5 million, or 3.0 percent, above expenditures for the same
period last year. Personnel expenditures remain on par with last year. These personnel
expenditures are just slightly higher than the budget primarily because turnover savings are
deducted from the budget on the first day of the fiscal year, while the savings are realized during
the year. Also, funds to pay for the implementation of pay adjustments due to the Watson Wyatt
Study, which were effective July 1,2010, are yet to be appropriated in a supplemental
appropriation ordinance, now scheduled for December. Non-personnel spending increased 4.8
percent. For most departments, differences in spending patterns for non- personnel this early in
the year reflect the timing of bill payments and not necessarily changes in spending patterns. We
are closely monitoring and controlling these expenditures to be at or below budget.
Debt Service: The increase reflects budgeted debt service for bonds issued in June
2009.
Schools: The City will provide approximately 76 percent of the estimated funds
required to operate the City public school system in FY 201 1.
ATTACHMENTS:
Attachment 1: The Economy
Attachment 2: Revenues
Attachment 3: Expenditures
Attachment 4: Sales Tax Analysis
Attachment 5: Foreclosures Analysis
STAFF:
B N C Johnson.
~
Chief Financial Officer
Laura Triggs, Finance Director
Ray Welch, Comptroller
Melinda Barton, Public Information Specialist
Eric Eisinger, Budget Analyst

Attachment 1
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The increase reflected positive contributions from consumption and federal government spending that was
partially offset by a decrease in residential housing construction.
The graph below shows a three month trailing average ofthe savings rate since 1991. The graph shows
that the savings rate has plateaued at least temporarily at a level above its long-term average, but it is no
longer increasing. Since there's a tradeoff between spending and saving, the fact that the savings rate is
no longer increasing is healthy for short-term economic growth. Americans may be poised to start
spending again.

Personal Savings Rate
3 month trailing avorage
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The economy added 15 1,000 jobs in October, the biggest monthly ~ncreasesince early this year. The
national unemployment rate of 9.6 % has remained unchanged since Augost, while Virginia's
unemployment rate of 6.8 % w a s the same as that of one year earlier. Alexandria's unemployment rate of
4.5 % i s less than its rate a f 4.8 % one year ago.
Unemployment Rate -US., Virginia, and Alexandria

Source: U.S. Department of Lahor, Bureau oFLabor Statistics
The Federal Reserve announced a program to purchase $600 billion in treasury debt, enough to purchase
all newly issued United States treasurq debt for the next six months. Ideally, this will reduce interest rates
and stimulate economic growth. Policy makers are worried about the potential for decreasing prices,
which makes it harder to pay off debt and may cause consumers to defer consumption. The core
Consumer Price Index excluding food and energy increased by just 0.6% last month, well below the 2%

level of inflation targeted by the Fed. Most of the top line increase in the consumer price index came
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Virginia has announced its first quarter revenue results. Through September. individual tax withholding,
a good proxy for employment and wages, is up 4.4% compared to last year. Overall revenues growth is
up 3.6% compared to last year, less than the forecasted increase of 4.2%. Howeber, the State is optimistic
it will reach its overall revenues target. For all of 2010, General Fund Revenue collections barely
exceeded FY 2005 collections and were substantially less than FY 2006 collections.

Local Economy
Based on City revenues, the local economy continues to expand. The year-over-year change in sales tax
revenues has nearly turned positive. Attachment 4 includes an analysis of retail sales in the City over the
last few years. The analysis shows that since 2006, the restaurant, lodging, and food and beverage stores
sectors have performed relatively well, while the home furnishings, and building and garden store sectors
have fared relatively poorly. Overall, sales in categories we normally think of as retail sales have
decreased in Alexandria by approximately 8.7% from the first half of 2006 to the first half of 2010. There
are at least four primary reasons for the decline. Some of the decrease relates to the recession which has
had a major impact on retail sales, particularly in sectors related to housing and construction. Some of
the decline relates to the fact that until two years ago, the State was annually allocating hundreds of
thousands of dollars in sales tax that should have gone to Fairfax County. The decline may also be caused
by the migration of retail sales to the Internet that are no subject to sales tax. Also, some of the decrease
can be traced to the decline of Landmark Mall.

For more detailed information regarding sales tax revenues, see Attachment 4 of this month's report.

Annual Change in IJ.S. Retail Sales
&Alexandria Sales Tax Collections
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Transient lodging receipts have moved strongly higher compared to last year. The fact that the 6.5%
lodging tax has increased more than the $1 room tax is an indication that room rates have risen.

Annual Change in Transient Lodging Tax Receipts
3 monlh trailing average
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The average sales price of a home in Alexandria in Octuber rose by 5.5% over last year on a three month
trailing average. That's at least partially due to a change in the sales mix; the expiration ofthe
homebuyers' tax credit had a greater dampening effect on sales in the lower end of the market, increasing
the overall average sales price.
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The number of months' worth of inventory in October continued to be well above the long-term averages.
The graph below sliows the long-term average for single family homcs is around 4.9 months, while the
long-term average for condos is around 5.9 rnontl~s.Many real estate analysts consider a balanced market
to be 4-6 months; anything above that level tends to favor buyers over sellers and may put downward
pressure on prices.
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The number of foreclosures in the City increased on a three month moving average for the third month in
a row to their highest level in over two years. Attachment 5 includes an analysis of City foreclosures.
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Many banks have held back distressed properlies: fearing to create a glut o i homes for sale which would
depress real estate values further. However, it is likely that Alexandria's economic advantages such as its
low unen~ployment.proximity to Washington, DC, and relatively prosperous economy will make it
immune to the worst of the problenls facing the national real estate market. The predominance of
foreclosures in Alexandria are in condominiums, and ofthose, most are lower value properties. A large
number of the City's foreclosures are centered in several condo complexes, primarily in the West End of
the City which have seen significant value declines. However, the fact that Alexandria's real estate
market has performed relatively well to date may insulate the City from the worst of any foreclosure
problems. Clearly that has been the case to date, as the City's current foreclosure rate is about 113 the
national average and better than all but Arlington's in the Northern Virginia region.
For more information regarding the City's foreclosure situation, see Attachment 5 .

New Foreclosures in Alexandria
3 month trailing average

Source: Department of Real Estate Assessments
There are some _ereen shoots in the City's multi-family real estate market. The November 19 issue of the
Washington Business Journal contained an article entitled "Multi-family market in boom bode as money
flows in for top projects." The article's sidebar detailed several projects that recently have announced
financing or groundbreaking including two in Alexandria. The first is The Asher, a 206-unit building
near the Braddock Road metro station, and the second is the second phase of the Carlyle Square
apartment project. a 344-unit building at 601 Holland Lane.
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Number of New Business License Applications
Three Month Trailing Average

Source: Finance Department
Through October, 2010

Annual Change in U.S. Retail Sales
& Alexandria Sales Tax Collections
3 month trailing average
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Economic Indicators
Annual Change in U.S. Retail Sales
& Alexandria Sales Tax Coltections
Through September 3 month traitingaverage
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Revenue Highlights
Change in Year-to-date Revenues Through October
FY 2011 Compared to FY 2010
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Sales Tax Analvsis
U.S. Retail Safes vs. Alexandria Retail Sales Tax Coltections
3 month trailing average (March 08 = 100)
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Sales Tax Analvsis
Change in Taxable Sales by Sector
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P oreclosure Analvsis
J

Foreclosure Rates in October 2010
Jurisdiction

New Foreclosure Filings

Alexandria

111085 properties

Arlington County

I12290

Fairfax County

11734

Loudoun County

1I444

Prince William County
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11577

National

11389

Source: RealtyTrac (www.reaItytrac.com/trendcenter/)
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Foreclosure Analysis
Mapped 2010 Foreclosure Sales (through October)
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