
EYHISIT NO. 1 --. I z 
Cify of Alexandria, Virginia 

MEMORANDUM 

DATE: FEBRUARY 23,20 1 0 

TO: THE HONORABLE MAYOR AlVD MEMBERS OF CITY COUNCIL 

FROM: JAMES K. HARTMANN, CITY MANAGER 

JANUARY 3 1,20 10 
SUBJECT: MONTHLY FINANCIAL REPORT FOR TH ENDING 

ISSUE: Receipt of the City's Monthly Financial Report for the Period Ending January 3 1,201 0. 

RECOMMENDATION: That City Council receive the following Monthly Financial Report for 
the Period Ending January 3 1,201 0. 

DISCUSSION: This report includes highlights of the City's financial condition. More detailed 
information including economic information and charts, and revenue and expenditure charts and 
references are available with this report from the City of Alexandria web site at 
alexandriava.gov/financialreports. Also, the FY 201 1 budget presented to City Council in 
February contains additional detail on forecasts for revenues for the remainder of FY 201 0 and 
FY 201 1. Since this report covers expenditures through January, the report does not reflect any 
of the costs for the February 20 10 snowstorm. (Through Tuesday, February 16, those out-of- 
pocket costs were estimated to be about $6.0 million for the City and $1.3 million for the 
schools.) 

ECONOMIC HIGHLIGHTS: 

The Gross Domestic Product (GDP) rose an annualized rate of 5.7% in the fourth 
quarter. However, consumption expenditures rose much more slowly at a 2% 
annualized rate, reflecting a slower recovery in consumer spending, which is about 70% 
of the GDP overall. Inventory replenishment may have driven the overall GDP increase. 
The City released its Calendar Year 2010 Assessments: Overall equalized 
assessments decreased by 6.83%, while residential assessments decreased by 5.17% and 
commercial assessments decreased by 7.03%. The weakest categories were office 
buildings and hotels, which decreased by 12.1 1 % and 12.85%, respectively. 
The December snow storm had a significant effect on City revenues: A three month 
moving average of sales tax revenues was down by 1.8% compared to the previous year, 
due largely to a decrease in December sales tax revenues. The average room rate for a 
hotel room in December reached its lowest level since 2006. (The adverse tax revenue 
impact from the February snow event was estimated between $1.4 million and $1.7 
million.) 



REVENUE HIGHLIGHTS: 

Year-to-Date Revenues: As of January 3 1,2010, actual General Fund revenues totaled 
$274.3 million, which is 2.3 percent above FY 2009 revenues of $268.2 million for the 
same period last year. The FY 201 1 budget contains a revised estimate for FY 2010 
revenues. That estimate shows a revenues shortfall of $7.0 million or 1.3 percent 
compared to the original FY 2010 budget estimate of General Fund revenues of $530 
million, primarily due to lower real property revenues (due to lower assessments than 
previously forecast) and lower intergovernmental revenues. The revenue estimate shown 
in Online Reference 2 also includes the proposed 7 cent tax increase from 90.3 cents per 
$100 to 97.3 cents per $100 which would generate a net budget surplus of approximately 
$3.9 million. 
Personal Property Tax: Revenues collected to date represent 98.4 percent of budgeted 
revenue. As indicated in the FY 201 1 Proposed Budget, preliminary collections to date 
indicate revenues may exceed the budget by $0.4 million. Any unlikely State reduction in 
its personal property tax relief subsidy would not occur until FY 201 1 at the earliest. 
Local Sales and Use Taxes: The substantial increase in sales tax revenue is primarily 
related to one-time repayments in the prior year'(FY 2009) to Fairfax County of $1.5 
million for sales tax collections from businesses with an Alexandria address that are 
actually located in Fairfax County. Excluding one-time repayments, year-over-year retail 
sales from July through December are flat. 
Charges for City Services: Increase in this category is largely due to greater year-to-date 
collections from parking meter receipts, refuse user charges, and ambulance fees. 
Revenue from the Use of Money and Property: Continued decreased revenue in this 
category reflects the extremely low interest rates budgeted and earned on City operating 
funds, which are conservatively invested for safety and 1i.quidity reasons. 

EXPENDITURE HIGHLIGHTS: 
Year-to-Date Expenditures: As of January 3 1,2010, actual General Fund expenditures 
totaled $263.7 million, a decrease of $7.3 million, or 2.7 percent, below expenditures for 
the same period last year. 
Personnel and non-personnel costs: With 58.3 percent of the fiscal year completed, 
total expenditures are 49.1 percent of budget. Personnel costs are running exactly on 
budget, reflecting the fact that 56.7 percent of the FY 201 0 payrolls have been processed 
by January 3 1,2010. Non-personnel expenditures are 45.6 percent of the budget through 
the first seven months of the fiscal year. Typically, the City's non-personnel expenditures 
are at 44.8 percent of the budget through January, so this percentage is only slightly 
higher than what is expected through the first seven months of the year. (This estimate 
does not include most of the cost of the December snow event, at this time $782,000, 
since we are still sorting out what portion of the cost will be reimbursed by the federal 
government .) 
Debt Service: The increase reflects budgeted debt service for bonds previously issued. 



ONLINE REFERENCES: 
Online Reference 1 -The Economy 
Online Reference 2-Revenues 
Online Reference 3-Expenditures 

STAFF: 
Bruce Johnson, Chief Financial Officer 
Laura Triggs, Finance Director 
Ray Welch, Controller 
Melinda Barton, Revenue Collection Specialist 
Eric Eisinger, Budget Analyst 



National, State, and Regional Economy 

The headline Gross Domestic Product number increased by 5.7% in the 4"' quarter, 
compared to an increase of 2.2% in the 31d quarter. 

Change in Gross Domestic Product 

The increase was the largest since 2003. However, consumption expenditures rose only 
2.0% during the quarter, slowing from a 2.8% increase during the 3rd quarter. In a recent 
speech, Atlanta Federal Reserve President Dennis Lockhart stated that he saw "two 
competing narratives about how this recovery will play out.. ..in the first narrative - that 
of a traditional sharp bounce-back following a deep recession - growth exceeds the 
underlying long-term potential of the economy and unemployment declines at an 
accelerating pace.. .the alternative narrative entails some fundamental changes in 
business practices and consumer habits.. .Consumers, in this narrative, have assumed a 
quite different mind-set compared to the pre-crisis, prerecession "normal." Chastened by 
the recession and high unemployment, - consumers are simply more frugal and more 
inclined to save. And even if consumers wanted to resume prerecession spending habits, 
the consumer finance industry, in this narrative, will not accommodate previous levels of 
consumption.. .In this narrative, growth continues, but at a very modest pace, and 
unemployment is very slow to recede.. .My team of Atlanta Fed economists and I are 
forecasting the second narrative." The City's revenue projections for FY 201 1 which 
were presented in the City Manager's Proposed budget on February 16, are predicated on 
the second narrative. 

On the inflation front, the increase in the Washington-Baltimore Metro area's consumer 
price index (CPI) has converged with the national consumer price index. The CPI rose 
by 2.6% year-over-year in each, in large part due to increases in energy costs. Motor 
fuels, which make up around 4.5% of the index increased by over 50% year-over-year. 



The consumer price index excluding food and energy rose at a more modest 1.6%. 
Housing, which makes up over 40% of the CPI-U, dipped by 0.5%. 

Annual Change in Consumer Price Index 

- CPi - Washington-Baltimore Wtro Area -- CRAll Urban Consumers 

- CPi - All Urban Excluding Food 8 Energy 

Alexandria's Economy and Revenues 

Alexandria's economy was affected by the snowstorm in December. The 3-month 
moving average of sales tax revenues compared to the previous year went negative in 
December for the first time since September 2009, even while the national year-over-year 
numbers went positive for the first time since September 2008. 

Annual Change in Retail Sales 
3 m o n t h  trail ing average 

A l e x a n d r i a  --US 



In order to keep hotel rooms filled, Alexandria hotels have been deeply discounting 
rooms. While the number of occupied hotel rooms increased during the period from 
October through December compared to 2008, the average room rate decreased to a level 
only slightly above that of December 2006, despite the opening of several new high end 
hotels in the City since then. 

Annual Change in Transient Lodging Tax Receipts 
3 month trailing average 

-Change in revenue per 1% of lodging tax ----Change in $1 per room tax 

Real Estate 

The City of Alexandria Calendar Year 2010 assessments were issued on February 16. 
Overall, unequalized assessments (before administrative or board review) decreased by 
7.45% compared to CY 2009 assessments. That's a decrease of 5.46% in residential 
assessments and 10.64% in commercial property assessments. Equalized residential 
assessments (after administrative or board review) decreased by 5.17%, while 
commercial assessments decreased by 9.60%. Total equalized assessments including 
non-locally assessed property decreased by 6.83% compared to last year. 

The condo market was especially hard hit, where the average assessment has decreased 
by over 25% since 2006, from $364,286 to $269,695. The average single family home 
has fared relatively better and has decreased only by around 8% since 2006, from 
$669,299 to $61 2,749. 



Average Residential Assessed Value Since 1990 
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Calendar Year 

The housing market in Alexandria has shown some recent strength. 

The number of dwellings sold increased by over 30% during the last three months of 
2009 compared to 2008. However, over the next several months, some of the supports 
for the housing market may begin to wind down. The Federal Reserve has completed 
some 95% of its purchases of mortgage backed securities which have reduced interest 
rates on mortgages. Estimates from various sources are that after the Fed ends its 
purchases of mortgage backed securities at the end of March, mortgage rates could rise 
between 0.25% to 1.0% above current rates. An improving economy and large federal 
budget deficits could also put upward pressure on rates. In addition, unless extended, the 
homebuyer tax credit program is scheduled to end by the end of April. To take advantage 
of the credit, buyers must purchase homes by the end of April and settle by the end of 
June. Finally, the federal government's program to prevent foreclosures appears to have 
served only to delay foreclosures rather than prevent them, as to date, relatively few 
borrowers have achieved permanently modified loans. The City has had relatively few 
foreclosures compared to other jurisdictions, but foreclosures may increase in the months 
to come. The question in the housing market is how much of the recent strength is due to 
massive support from the federal government and whether the strength is sustainable 
when and if the support comes to an end. 

Commercial assessments decreased by the largest amount since the early 1990's. The 
categories experiencing the worst rate of decline were office buildings (-1 2.1 I%), and 
hotels (-12.85%). New construction was minimal and is not expected to increase over 
the next several years. Budget memo #3 contains detailed information regarding the 
City's commercial assessments and projections. The memo is available at: 
http://alexandriava.gov/budget/info/default.aspx?id3 0274. 



Intergovernmental 

Governor McDonnell has formally issued a letter to legislators outlining new revenue 
pro-jections and additional cuts to balance the biennium budget. The updated revenue 
pro-jections have changed little from Governor Kaine's final pro-jections, but they're not 
worsening. Governor McDonnell has proposed a continuation of funding for the car tax 
reimbursement which Governor Kaine had discontinued in his budget proposal. 
However, Governor McDonnell has offered some additional reductions which will affect 
Alexandria. The across-the-board cut to localities which had been eliminated in Kaine's 
budget has been restored by McDonnell which will reduce the City's revenue estimates 
from intergovernmental transfers by $1.1 million. In addition, McDonnell proposed 
additional reductions to education and many social services. Staff will keep Council 
informed as additional information becomes available. 



Online Reference 1 - The Economy 

Unemployment Rate - U.S., Virginia, and Alexandria 
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A l e x a n d r i a  -Virginia - United States 

Source: U.S. Department of Labor, Bureau of Labor Statistics 
U.S through January 2010; Virginia, Alexandria through December 2009 

Annual Change in Consumer Price Index 

C P I  - Washington-Baltimore Metro Area - CPI-All Urban Consumers 
- CPI -All Urban Excluding Food & Energy 

Source: U.S. Department of Labor, Bureau of Labor Statistics 
Through January, 201 0 



Employment in Alexandria 
by quarter 

- Employment in Alexandria C h a n g e  from previous year 

Source: Virginia Employment Commission 
Through 2nd quarter 2009 

Office Vacancy Rates 

Quarter 
- Northern Virginia 

-Washington DC Metropolitan - Alexandria 

Source: Grubb & Ellis 
Through 4th quarter, 2009 



Cumulative Value of New Construction Permits 
FY 2008-FY 201 0 

Source: Code Enforcement 
Through December, 2009 

New Business Licenses Issued in Alexandria 
3 mos. trailing average 

Source: Finance Department 
Through: January 2010 



Annual Change in Retail Sales 
3 month trailing average 

- Alexandria - US 

Source: Finance Department, U.S. Census Bureau 
Through: December 2009 

Annual Change in Transient Lodging Tax Receipts 
3 month trailing average 

- Change in revenue per 1% of lodging tax-Change in $1 per room tax 

Source: Finance Department 
Through December 2009 



Annual Change in Meals Tax Revenue Per 1 O/O of Tax 
3 month trailing average 

Source: Finance Department 
Through October 2009 

Residential Property Sales Volume 
Three Month Trailing Average 
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I Number of sales C h a n g e  from previous year 

Source: Department of Real Estate Assessments 
Through December 2009 



Residential Property Average Sales Value 
Three Month Trailing Average 

I Average Sales Value C h a n g e  from previous year 

Source: Department of Real Estate Assessments 
Through December 2009 

Months' Worth of Residential Housing Inventory 
December 

S i n g l e  Family Dwellings -Condos 

Source: Metropolitan Regional Information Systems 
Through December 2009 



New Foreclosures in Alexandria 
3 month trailing average 

HCondos .Single Family Dwellings OCommercial 

Source: Department of Real Estate Assessments 
Through Dec. 2009 












