OFFICE OF THE CITY MANAGER
301 King Street, Suite 3500
RASHAD M. YOUNG Alexandria, Virginia 22314-3211 703.746.4300
City Manager Fax:703.838.6343

June 28, 2013

To all residents of the City of Alexandria:

As we present the final budget for Fiscal Year (FY) 2014, the City of Alexandria continues to
align our work with the City’s Strategic Plan while striking a prudent balance between reductions
in expenditure and revenue growth. We have maintained our core services, invest in targeted
priorities, and created operational efficiencies wherever possible in the FY 2014 budget.

We began the FY 2014 budget development process with a $31 million funding shortfall.
Simply stated, the cost of delivering our current services to citizens exceeds the amount of
revenue we currently receive. The approved budget is in fiscal alignment and addresses rising
enrollment in our public schools, needed investment in capital improvements, enhanced
transportation and transit services, and employee compensation. Developing a budget that
balances the cost of service delivery with the tax burden on our citizens required some sacrifice
from all. We will continue to remain focused on achieving the outcomes desired by the
community as stated in the City’s Strategic Plan.

Budget Highlights

The City Council voted unanimously on May 6, 2013 to adopt a $624.8 million General Fund
Operating Budget for the fiscal year (FY) 2014, which begins July 1, 2013. This budget includes
a real estate tax rate increase of 4.0 cents to $1.038 per $100 of assessed value, and a vehicle
personal property tax increase to $5 per $100 of assessed value. The additional revenue will be
used to fund Alexandria City Public Schools (ACPS), capital investments, aquatics and transit
expansion and improvements. The Capital Improvement Program includes a total of $1.23 billion
in capital investment over the next 10 years; prioritizing ACPS capacity needs, aquatics, fire
equipment and apparatus, facility maintenance, and transportation capital investments. The
operating budget transfer to ACPS increased 3.4% ($6.1 million) from the FY 2013 approved
budget.



Taxes and Fees

The FY 2014 budget includes a real estate property tax rate increase of 4 cents, or $1.038 per
$100 of assessed value. The motor vehicle personal property tax rate increased 25 cents to $5.00
per $100 of assessed value, the first increase of this type in many years. Both the real estate
property tax and the motor vehicle personal property tax rate increases are necessary to maintain
funding for ACPS, transit, prior and current capital commitments (debt service and cash capital),
and core City services.

Changes to the tax rates notwithstanding, many homeowners will see an increase in their
residential real estate assessment. The average residential real estate assessment growth is
2.72%. When combined, assessment growth and tax rate growth will result in the average
residential homeowner experiencing a tax bill increase of $314.

With regard to the motor vehicle personal property tax, for vehicles valued at $17,999 or less,
there will no impact from the increased vehicle tax rate. However, if a vehicle is assessed above
$18,000, there will be an estimated increase of $72 to $110 annually.

The approved budget includes other miscellaneous changes to our tax and fee revenue stream,
including an increase in the tobacco tax, which will increase by 20 cents per pack to $1.00 per
pack. User fee increases, structured to align with the market and/or recoup the City’s costs for
providing a particular service, are recommended. These include changes to Fire Department
permit and inspection fees, City parking meter hours, public parking garages, development fees
and recreation and marina fees.

Expanded Capital Investments

The budget includes a $1.23 billion capital investment to fund our Capital Improvement Program
(CIP) over the next 10 years. Our total investment for the FY 2014 Capital Budget is $76.7
million, representing an additional $17.4 million over the previously planned funding for FY
2014 in last year’s approved CIP.

The 10-year CIP includes initial funding to prepare for both sanitary and stormwater sewer
infrastructure system needs related to compliance with federal and State mandates for Combined
Sewer Overflow (CSO)/Municipal Separate Storm Sewer Systems (MS4). These increased needs
are based upon federal and State requirements to separate our combined sanitary system, deal
with sanitary sewer system capacity issues and separate requirements to further treat stormwater
runoff and reduce pollutant loads to receiving water bodies.

The Council’s capital funding priorities, school capacity needs, transportation infrastructure, and
maintenance of existing facilities and infrastructure, are reflected in the budget. To more
precisely assess capital projects that merit funding consideration, a CIP Process Improvement
Team was established during FY 2013. The CIP Team developed a scoring tool to evaluate
projects to be funded in the CIP based on how well they align with the Strategic Plan. This year,
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new projects for the FY 2014 Capital Budget were evaluated using the scoring tool, which
incorporated Council Guidance. Next year, all projects in the CIP will be evaluated using the
scoring tool and additional formatting changes to the CIP document will be made.

Commitment to Education and Transportation

The budget reflects the City’s commitment to meeting the operating and capital needs of our
schools, particularly as it relates to enrollment. It includes $6.1 million in additional funding for
ACPS’ operating budget in FY 2014.

To meet the increasing cost of our transportation commitments, the budget also provides more
operational funding for transit operations, including resources for the regional Metrorail and bus
systems and for the City’s local DASH bus system, representing a $2.5 million increase from last
year. The additional $2.0 million in revenue from the motor vehicle personal property tax
increase provides most of the funding for this increase.

Investments in Our Workforce

The City’s workforce is dedicated and committed to the superior delivery of public services.
This budget reflects upon the quality of our workforce and includes a full merit increase and
merit-based payment for those employees at the top of the pay scale. The budget also includes
additional funding for expanded career ladders and for enhancing compensation for critical
public safety positions where pay is not appropriately aligned with the market.

However, given our fiscal constraints, our ability to enhance the pay of our employees is limited
and only made possible by decisions that we have made to enact changes in our healthcare plan
designs and pension program costs. Changes in healthcare plans are meant to encourage greater
accountability of our employees as they access the healthcare system and in turn, help us contain
upwardly spiraling costs that are unsustainable in the long term. Plan design changes include
new deductibles that will cost employees more as their use of the healthcare system increases.

Assumed in the budget, with regard to our employee pension programs, police and firefighters
will contribute 2% more to their pensions to share the burden of the increasing cost of their plan.
This will bring their total contribution to 10% of their salary. We are continuing to look at ways
to make the pension plans more financially sustainable and may make plan design changes in
lieu of the increased contribution, if the changes produce similar financial results. Benefits
related to the plan are unchanged. Requiring an increase in employee contributions to the
pension for police and firefighter employees is similar to the requirement previously made of
other employees who participate in the Virginia Retirement System (VRS).

Where this budget includes service cuts, there are corresponding reductions in staff positions.
Included in this budget is the elimination of 20.6 full-time equivalent positions, 7.2 of which
were filled with an employee.



Performance Management: Our Accountability to Your Taxpayer Investment

Quality performance management and accountability are key components of our City’s Guiding
Principles. It is our intention to use a data-driven process to operationally evaluate our work,
analyze information that helps us deliver services more effectively, and look at outcomes as we
make choices about how to allocate resources efficiently. Most importantly, we want to ensure
that our taxpayers clearly understand how their investment in government services is delivering
results for them.

It is important to have the structure and internal coordination in place to support organizational
accountability. This coordination includes internal efforts within each department as well as
inter-departmental collaboration with each other throughout the City. In order to achieve the
goal of quality performance management, in FY 2013, the Office of Performance Accountability
(OPA) was established. OPA is identifying and implementing tools that help the City approach
performance management from an organizational perspective while aligning our outcomes
" interdepartmentally with the Strategic Plan. In FY 2013, OPA launched AlexStat, an effort to
collect and analyze data to help us make outcome-driven decisions and to improve the quality of
our departmental operations. Over the next year, AlexStat and other results-driven processes will
be used to shape the way we develop our budget, prioritize resources, and report on our progress
toward achieving outcomes in the City’s Strategic Plan.

Financial Sustainability for the Future

As we manage the FY 2014 budget throughout this year, we will have a better understanding as
to how the federal government’s sequestration will affect our local economy, the revenues we
receive from local taxes, and the direct support from the federal and State governments. If we
lose direct local aid from the State and federal governments, we will have to reevaluate the
programs that these funds support to determine if we should continue providing them. We will
continue to monitor our revenue projections and collections very closely and adjust our spending
accordingly in the event that our revenue assumptions do not materialize. We will keep City
Council and the community informed on how the sequestration may affect the City and its
residents and what steps the City government will take to ensure fiscal strength and prudence.

Sincerely,

%A/Q A :
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Rashad M. Young
City Manager




City of Alexandria, Virginia

MEMORANDUM
DATE: MAY 8, 2013
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
THROUGH: RASHAD M. YOUNG, CITY MANAGE
FROM: NELSIE L. SMITH, DIRECTOR, MANAGEMENT AND BUDGETW
SUBJECT: BUDGET MEMO #38: FY 2014 BUDGET ADOPTION - ACTIONS TAKEN

MONDAY, MAY 6, 2013

The following represents the budget actions taken during budget adoption on Monday, May 6, 2013. City
Council adopted the FY 2014 General Fund Revenue and Expenditure Operating Budget in the amount of
$624,848,747, including the FY 2014 cash capital share of the Capital Improvement Program of $6,750,613.
This budget is based on the City Manager's FY 2014 Proposed Budget in the amount of $626,629,791 with
the following amendments derived from the FY 2014 General Fund Operating Budget Final Add/Delete
(Attachment 1) and Capital Improvement Program Final Add/Delete (Attachment 2) spreadsheets, which are
attached.

Note: The actions taken by City Council and the impacts on Departmental budgets will be presented in
detail in the FY 2014 Approved Operating Budget and FY 2014 to FY 2023 Capital Improvement Program
documents which will be published by early July.

This memorandum is organized into eight sections as follows:
I.  Expenditure Budget Changes

a. Technical Adjustments

b. Changes to Proposed General Fund Operating Budget
II. Revenue Budget Changes

a. Technical Adjustments

b. Changes to Proposed General Fund Operating Budget
[II. Fund Balance Commitments
IV. Contingent Reserves
V. Capital Improvement Program (CIP)

a. Changes in funding levels for the FY 2014 Capital Budget

b. Changes in borrowing for the FY 2014 Capital Budget

VI. Comparisons to FY 2013 Approved and FY 2014 Proposed Budgets



I.  Expenditure Budget Changes:

a. Technical Expenditure Adjustments to Proposed Budget ( Budget Memo #25)

$ 35000
$ (32,000
$  (85,000)
$  (35,000)
$ 125,067

$ (125,067)

Northern Virginia Regional Commission Energy Strategy Contribution - Non-
Departmental

Reduction of one-time funds allocated for Northern Virginia Family Services in FY
2013 - Community and Human Services

City Supplement decrease for State employees in the Court Service Unit - Court
Service Unit

City Supplement decrease for State employees in the Adult Probation and Parole and
the Public Defender's Office - Other Public Safety

Increase in the City Appropriation to the Alexandria City Public Schools to transfer
pre-school classroom money appropriated in FY 2013

Decrease in the appropriation to the Department of Community and Human Services
to transfer pre-school classroom money appropriated in FY 2013

Establish budget authority in the Alexandria Police Department for operating

$ 180,000 expenses associated with the Red Light Camera Traffic Enforcement Program
$ 22,999 Increase in costs for Community Services Act cases - DCHS
$ 85,999 Total Technical Expenditure Adjustments
b. City Council Changes to Proposed City General Fund Operating Budget Expenditures
$ 85,000 Gang IPE Position
$ 92,000 Reopen Warwick pool for one year - Recreation, Parks and Cultural Activities
$ 140,000 Retain King Street Trolley at Current Headways - Transit Subsidies
$ 121,995 Restore funding for Alexandria Fund for Human Services
$ 56,000 Restore Library materials funding
$ 160,000 Expand parking meters in Old Town (cash capital transfer to CIP)
$ 99,680 Restore domestic violence social worker in Police
$ (250,000) Eliminate Council Contingent Reserve
$ 174,235 Contingent Reserves - Affordable Housing Initiatives
$ 210,000 Contingent Reserves - Recycling Initiatives
$ 10,000 Contingent Reserves - Car Seat Installation - Sheriff
$ 35,000 Contingent Reserves - Smoking Cessation Programs
$ 950,000 Contingent Reserves - Childcare Fee Subsidy Waiting List
$ 6,750 Contingent Reserves - King Street Lights
$ 42,900 Contingent Reserves - Senior Mental Health Therapist
$ (10,551,216) Reduction of 3-cents for capital option included in the Proposed Budget
$ 6,750,613 Increase in Cash Capital Contribution for Capital Budget

$ (1,867,043)

Net City Expenditure Increases and Reductions (Total)

$ (1,781,044) Total Expenditure Budget Adjustments (a +b)




II. Revenue Budget Changes:

a. Technical Revenue Re-estimates to Proposed Budget (Budget Memo #25)
$ 1,099,999 Increase in Real Property Tax revenue
$ (200,000) Decrease in Personal Property Tax revenue
$ 29,725 Increase in Bank Franchise Tax revenue
$ 200,000 Increase in Recordation Tax revenue
$ 50,000 Increase in Fines and Forfeiture revenue
$ 839,628 Increase in Intergovernmental revenue
$ (101,977) Decrease for commitment to Financial Policies
$ 20,194 Increase in Use of Fund Balance based on revenue re-estimates
$ 1,937,569 Total FY 2014 Technical Revenue Re-estimates
b. City Council Changes in Proposed Tax and Fee Rates and New Revenues

$(10,551,216)

Reduction of 3-cents for capital option included in the Proposed Budget

$ 5,227,053 Increase in Real Estate tax rate of 1.5 cents

$ 300,000 Tobacco Tax Increase of 10 cents

$ 210,000 Residential Refuse Fee increased to $328

$ 1,100,000 Raise Residential Utility Cap and Increase Commercial Utility to 10%
$ 160,000 Parking meter expansion in Old Town

$  (320,000) End parking meter hours at 7 pm

$ 45,000 Increase Outdoor Pool Fees

$ 67,650 Increase Use of Fund Balance

$ 42,900 Federal Prisoner Per Diem

$ (3,718,613) Total Increase in Tax and Fee Rates and New Revenues

L]

(1,781,044) Total Revenue Increases (a+b)

II1. Fund Balance Commitments

City Council Fund Balance Commitments (requires Super majority)

Commitments

$ 1,700,000
$ 6,187,633
$ 3,484,702

$ 242,000

Existing Encumbrances

Fund Balance to support the FY 2014 Operating Budget

Fund Balance to support the CIP (additional revenue in June 2013 from tax rate
increase)

Indirect costs of the Transportation Improvement Program




IV. Contingent Reserves

City Council Changes and Reservations of City Council Contingent Reserves

950,000
174,235
42,900

6,750
10,000
35,000

(250,000) Elimination of City Council undesignated Contingency

Childcare Fee Subsidy Waiting List
Affordable Housing Initiatives

Senior Mental Health Therapist at the Jail
Recycling Initiatives

King Street Lights

Car Seat Installation

Smoking Cessation Program

$
$
$
$
$ 210,000
$
$
$
$

1,178,885

Increase in Contingent Reserves

V. Capital Improvement Program Budget Changes

a.

City Council Changes in the FY 2014 Proposed CIP

48,900
4,114,302
639,469
920,679
500,000
160,000
35,000
1,000,000
1,414,570
1,083,895
500,000

E. Del Ray Avenue Pocket Park (includes $21,500 in private contribution)
Alexandria City Public Schools

Sidewalk/Shared Use Paths Maintenance

Additional Street Resurfacing

Complete Streets

One-time Cash Capital adustment for expanded parking meters
Route 1 at E. Reed Intersection Improvement

Prior Year Debt Service Pay Down

Self-Contained Breathing Apparatus (SCBA) Replacement
Additional Cash Capital for Planned/Existing Projects
Chinquapin Aquatics Center w/50 Meter Pool

wlr s prp L mnmm

10,416,815 Total FY 2014 Increases to the CIP

City Council Changes in Borrowing for the CIP

©

(1,083,895) General Obligation (G.0.) Bond Adjustment based on Approved CIP

@

(1,083,895) Total FY 2013 Borrowing Increase to the CIP

V1. Comparisons to FY 2014 Proposed and FY 2013 Approved

Summary of Growth in FY 2014 Budget

-0.3%

$ 626,629,791 FY 2014 Proposed General Fund Operating Revenues and Expenditures
$ 624,848,747 FY 2014 Approved General Fund Operating Revenues and Expenditures

$ (1,781,044) Total Change in City General Fund Operating Budget Expenditures over Proposed

Percent change compared to Proposed Budget

Summary of Growth in FY 2014 Budget

6.3%

$587,861,196 FY 2013 Approved General Fund Operating Budget
$624.848.747 FY 2014 Approved General Fund Operating Budget
$36,987,551 Total Change in City General Fund Operating Budget Expenditures over FY 2013

Percent change compared to FY 2013 Approved Budget
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Attachment 1

FY 2014 General Fund Operating Budget Final Add/Delete
Budget
Memo Approved
FY 2014 Add/Delete # Budget
Real Estate Tax Rate Increase {in Cents)(Max is 4.0 cents) 4.0
Real Estate Tax Rate (per $100 of assessed value) 1.038
Operating Surplus/(Shortfall) (0)
Revenues
April Revenue Re-estimate 25 1,937,569
Real estate tax rate: value of one cent 3,484,702
Rate increase for additional CIP cash capital 2.00
Other Revenue Adjustments
Elimination of Highest Income Level for Elderly Real Estate Tax Relief 24 0
Tobacco Tax Increase ($.90 cents in the Proposed Budget) 10 300,000
Business Licenses for 2-4 Rental Dwellings (BPOL) Net 24 0
Reduction/Elimination of Field Use Fees for Qualifying Scholarship Youth 12 0
Residential Refuse Fee at $328 48&10 210,000
Increase Outdoor Pool Fees 24 45,000
Raise Residential Utility Cap & Increase Commercial Utility 10% 8 1,100,000
Parking meter expansion in Old Town 20 160,000
End parking meter hours at 7:00 pm Budget {320,000)
Increase Federal Prisoner Per Diem for Senior Mental Health Therapist 3 42,900
Net Revenue Increase/(Decrease) 8,702,522
Use of Fund Balance (1% of Revenues) 67,650
Total Sources 8,770,172
Expenditures
Technical Expenditure Adjustments Net Increase 25 85,999
Expenditure Adds:
Additional Cash Capital for CIP (2.0 cents from Line 13 less $218,791) 2 6,750,613
Additional affordable housing - Contingent Reserves 10&12 174,235
Restore Gang IPE (Intervention, Prevention, Education) Program (replace a portion
of grant money that ended) in the Court Service Unit 85,000
Reopen Warwick Pool for one year only 5&6 92,000
SBDC New Business Mailing 5 0
Clear Childcare Fee Subsidy Waiting List - Contingent Reserves 9 950,000
Retain King Street Trolley at Current Headways 3 140,000
Sheriff Funds for Car Seat Installation - Contingent Reserves 4 10,000
Recycling Initiatives (funded by Residential Refuse Fee) - Contingent Reserves 4810 210,000
Additional Smoking Cessation (Contingent Reserves--to be identified by Public
Health Committee) 12 35,000
Restore Funding for Human Services Fund 20 121,995
Restart Titans lounge (after school program) 10 0

5/8/2013 11:47 AM
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Attachment 1

FY 2014 General Fund Operating Budget Final Add/Delete
Budget
Memo Approved
FY 2014 Add/Delete # Budget
Real Estate Tax Rate Increase (in Cents)(Max is 4.0 cents) 4.0
Real Estate Tax Rate (per $100 of assessed value) 1.038
Operating Surplus/{Shortfall) (0)
Restore DASH bus fare to $1.50 from $1.60 proposed by DASH 0
Alexandria Symphony Orchestra for City Birthday Celebration 3 0
Senior Mental Health Therapist - Sheriff (funded by fed per diem) - Contingent
Reserve 3 42,900
Restore Library materials funding 5 56,000
Provide funding for Employee compensation 26 0
Expand parking meters in Old Town 20 160,000
Restore domestic violence social worker in Police 14 99,680
Retain Existing 80/20 Healthcare Split 26 Yes
Burial grounds Fort Ward 24 0
Road paving (potholes) in Old Town 0
King Street white lights {(keep lights on April - June) - Contingent Reserves 6,750
Brick sidewalk repair in Old Town 0
Contingent Reserves for Capital Projects 0
Total Expenditure Increases 9,020,172
Expenditure Deletes:
Council Contingency 3 {250,000)
Reduce Contribution to Inova Alexandria Hospital for Indigent Transfers Budget 0
Delay hiring of proposed Urban Planner Ill 30 0
Eliminate Old Town Transit Store 27 0
Reduce/Eliminate City-owned vehicle use 27 0
Eliminate inmate work detail program Budget 0
Slow BikeShare implementation 5&20 0
Eliminate Burke Library contract security Budget 0
Reduce Caseload at Job Link 23 0
Hold Vacant 2 Future APD Patrol Positions 24 0
Total Expenditure Decreases (250,000)
Net Expenditure Adjustments 8,770,172

Revenue & Expenditure Surplus/(Shortfall)

(0)

5/8/2013 11:47 AM




Capital Improvement Program (CIP) Final Add/Delete

Staff recommends additional funding for FY 2019 - 2023 be added to a
“Projects to be Determined" category to be prioritized and presented to
City Council for consideration as part of the FY 2015 - 2024 Capital
Improvement Program development process. Funding for those years is

Revenue Category

Additional Tax Rate for Capital Projects

Total Revenues Available (2 cents from above less

$218,791 in FY 2014)

Surplus/Deficit (May be off be one dollar)

FINAL
BUDGET

FY 2014 - 2018

$40,213,523

*If no cost listed, project is scalable; any additional funding can be utilized.

ltem  |CIP Category/Project *EST. COST FY 2014 - 2018

Alexandria City Public Schools

1 ACPS - FY 2014 ONLY $4,114,302 $4,114,302

2 ACPS -FY 2015 - 2018 $50,059,388 $6,547,533
Community Development

3 Waterfront Plan - Design & Engineering Only $1,500,000
Recreation & Parks

4 Open Space Acquisition 80

5 Four Mile Run Park Expansion & Duron Building $300,000

6 Chinquapin Aquatics Center - w/50 Meter Pool $20,000,000 $17,500,000

7 Chinquapin Aquatics Center - w/25 Meter Poo! $10,700,000

8 Aquatics Facilities - TBD $5,000,000

9 Ewald Sprayground/Park Re-Design $2,100,000

10 Old Town Pool (Phase |) - New Recreation Pool $2,500,000

1 Warwick Sprayground/Community Building $2,500,000

12 Warwick Pool/Community Building $3,500,000

13 Colasanto Sprayground/Splash Pad $800,000

14 Lee Center - Therapeutic Facilities $3,500,000

15 E.Del Ray Avenue Pocket Park $27,400 $27,400
Transportation Infrastructure

16 Additional Street Resurfacing $0 $920,679

17 Additional Bridge Repairs $0

18 Additional Street & Alley Reconstructions $0

19 Sidewalk/Shared-Use Paths Maintenance 80 $1,139,469

20 Bus Shelters and Benches $75,000

21 Complete Streets $0 $750,000

22 Route 1 at E Reed Intersection Imprv. $385,000 $385,000
Debt Service

23 Prior Year Debt Service Pay Down $0 $1,000,000
Public Safety

Self Contained Breathing Apparatus (SCBA)
24 Replacement $2,829,140 $2,829,140

Attachment 2



Capital Improvement Program (CIP) Final Add/Delete

Staff recommends additional funding for FY 2019 - 2023 be added to a
"Projects to be Determined" category to be prioritized and presented to
City Council for consideration as part of the FY 2015 - 2024 Capital
Improvement Program development process. Funding for those years is

Revenue Category

Additional Tax Rate for Capital Projects

Total Revenues Available (2 cents from above less
$218,791in FY 2014)

Surplus/Deficit (May be off be one dollar)

FINAL
BUDGET

FY 2014 - 2018
2.00

$40,213,523

*If no cost listed, project is scalable; any additional funding can be utilized.

Other City Council Projects

25 Additional Funding to Contingent Reserves
2% *Hensley Turf Conversion (Move to FY 2014) $1,800,000
27 Aquatics Master Plan Planning/Implementation $0
28 **4 Mile Run/Brookvalley Playgrounds $366,000
Total Capital Projects $125,056,230 $40,213,523

*Depending on the final tax rate for capital, this may be able to be
accomplished without additional funding. Funding is already

planned in the CIP.

however, it cannot be determined if this will work until the final tax

rate for capital is set.

Attachment 2
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