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November 18, 2013

To the Honorable Mayor and Members of City Council,
the Residents and Businesses of the City of Alexandria:

We are pleased to present the City of Alexandria's (the City) Comprehensive Annual Financial Report
(the CAFR) for the fiscal year ended June 30, 2013. The report is designed to present fairly the financial position of
the governmental activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City in all material respects and to demonstrate compliance with applicable
finance-related legal and contractual provisions. The report adheres to the principle of full disclosure so that the
reader may gain the maximum understanding of the City's financial affairs.

The Finance Department has prepared this report in accordance with the following standards:

° Accounting principles generally accepted in the United States, which are uniform minimum
standards and guidelines for financial accounting and reporting in the United States;

° Governmental accounting and financial reporting statements, interpretations and technical
bulletins issued by the Governmental Accounting Standards Board (GASB); and

° Uniform financial reporting standards for counties, cities and towns issued by the Commonwealth
of Virginia's Auditor of Public Accounts (APA).

The responsibility for the accuracy, completeness and fairness of the data presented in the report, including
all disclosures, rests with the City.

THE CITY

Alexandria, Virginia, which is located on the west bank of the Potomac River across from Washington,
D.C,, is an integral part of the Washington metropolitan area, serving as a financial, commercial, and transportation
center. Alexandria is also one of America's most historic cities. George Washington and George Mason served as
two of the City’s first Trustees (the forerunner of the Alexandria City Council).

Alexandria is an independent full-service city with sole local government taxing power within its
boundaries. The City is autonomous from any county, town or other political subdivision of the Commonwealth of
Virginia. Alexandria, which was founded in 1749, derives its governing authority from a charter granted by the
General Assembly of the Commonwealth of Virginia.

The City adopted the Council-Manager form of government in 1922. The governing body of the City is the
City Council, which formulates policies for the administration of the City. The City Council is composed of a
Mayor and six Council Members elected at-large for three-year terms. The Mayor is elected on a separate ballot.
City Council appoints the City Manager who serves as the City's chief executive officer and is responsible for
implementing the policies established by City Council. The City Charter was first granted in 1852.

The City provides a comprehensive range of municipal services including education, health, welfare,
housing and human services programs, public safety and administration of justice, community development,
recreation, library, cultural and historic activities, transportation, environmental services, and planning.



FINANCIAL REPORTING ENTITY

This report includes the financial activities of the City of Alexandria government (the primary
government), as well as the financial activities of the City's component units. Component units are legally separate
entities for which the primary government is financially accountable. Discretely presented component units are
reported in a separate column in the financial statements to emphasize that they are legally separate from the
primary government and to differentiate their financial position, results of operations, and cash flows from those of
the primary government. The School Board, the Library System, and the Alexandria Transit Company are reported
as discretely presented component units. This report does not include the financial activities of the City’s Deferred
Compensation Plan, Alexandria Industrial Development Authority, Alexandria Redevelopment and Housing
Authority, Alexandria Economic Development Partnership, Inc., Alexandria Renew Enterprises (formerly the
Alexandria Sanitation Authority), or Sheltered Homes of Alexandria because the City Council is not financially
accountable for these entities, and therefore, these entities are not component units.

LOCAL ECONOMY

The City’s economy remains relatively strong compared to the national economy. In part, this is due to
Alexandria’s geographical location as an inner suburb to Washington, DC. It is also due to the mix of jobs in
Alexandria. Approximately 20% of Alexandria’s jobs are in the professional and technical services fields, and 17%
are in public administration, both of which tend to pay well. Despite the sequester and the government shutdown, the
number of employees in public administration increased by over 1,000 or 7.3% from March, 2012 to March, 2013.
One of the City’s largest employers is the U.S. Patent and Trademark Office (PTO), which when located in
Alexandria in the middle of the last decade, added more than 7,000 jobs to the economy. The National Science
Foundation recently decided to relocate to Alexandria, and it is expected to add approximately 3,100 high level jobs
to the City, as well as 60,000 visitors annually to the foundation

One measure of the local economy is how economically sensitive City revenues fared. During FY 2013, the City
continued showing some signs of stabilization. FY 2013 collections from the transient lodging tax increased by 3.5
percent compared to FY 2012 and the meals tax increased by 6.2 percent compared to FY 2012. Revenues from
Sales tax increased by 2.4 percent. Personal property tax revenues on vehicles has been especially strong with 4,400
vehicles added and the corresponding revenue to the tax rolls in FY 2013.

Real estate assessments, which generate over half of the City’s General Fund revenues, continue to show some signs
of improvement. Residential assessments increased by 3.6 percent and the CY 2013 total assessments increased by
2.8 percent compared to 2012, while locally assessed commercial assessments increased by 1.8 percent. The office
vacancy rate of 15.3 percent in the 2™ quarter of 2013 is 8 percent higher than one year earlier, partially attributable
to the closure of several offices due to Base Realignment and Closures (BRAC). The City’s unemployment rate of
4.7 percent in June 2013 is slightly higher than a year earlier, and a little over half the national unemployment rate.

MAJOR INITIATIVES

Strong fiscal management remains a hallmark of Alexandria's City government and has enabled the City to
respond to revenue declines, address priority needs, including public safety, public education, and modernization of
heavily used recreation and library facilities. Alexandria is among a select group of cities in the United States to
hold the top AAA/Aaa bond ratings from two of Wall Street's major credit rating agencies (Standard & Poor’s and
Moody’s Investors Service).

During the past fiscal year, the City made progress or contributions in a number of important areas,
including using city funds to add to affordable housing projects and to provide the miracle sports field for use by
citizens with special needs.



FINANCIAL CONDITION

The City government continues to be in very sound financial condition as demonstrated by the financial
statements and schedules included in this report. Within the context of a fiscally prudent budget and careful
management, the City has continued to provide a wide range of services, has achieved many of its program goals,
and enhanced the quality of life in the City. The City's cash and investment position was strong throughout a very
difficult fiscal year.

The national economic recession and declining local economy continued to exert pressure on maintaining
services at existing levels. Keeping existing programs funded and salaries of public employees competitive, and
addressing the expanding program needs of the community have required careful budgeting. The City Council has
adopted a Strategic Plan to ensure that City resources remain focused on City priorities. The seven goals of the
Strategic Plan are:

1. Alexandria has quality development and redevelopment support for local businesses and a strong,
diverse and growing local economy.

2. Alexandria respects, protects and enhances the health of its citizens and the quality of its natural
environment.

3. A multimodal transportation network that supports sustainable land use and provides internal
mobility and regional connectivity for Alexandrians.

4. Alexandria is a community that supports and enhances the well-being, success and achievement of
children, youth and families.

5. Alexandria is financially sustainable, efficient; community oriented and values its employees.

6. The City protects the safety and security of its residents, businesses, employees and visitors.

7. Alexandria is a caring and inclusive community that values its rich diversity, history and culture.

Capital investment and the resulting debt service costs are planned to increase in the Approved FY 2014-
2023 Capital Improvement Budget. The need for increased operating and capital support to fund the Jefferson
Houston and Patrick Henry Schools and transportation needs are the City’s major near term capital challenges.
During fiscal year FY 2014, revenues are budgeted to grow by about 6.3 percent over FY 2013, reflecting a higher
real estate tax base. While the City believes, in general, that the overall state of most of its infrastructure of streets,
bridges, and many public facilities is good, it plans on an increased capital improvement program aimed at
maintaining and improving the City's infrastructure. The type of development in the City will also influence future
expenditure and revenue levels.

Over the last five years, the City has been able to maintain its fiscal strength as the result of the City
Council's adoption of, and subsequent adherence to, the series of financial policies listed on pages 9 and 10. These
policies are aimed at (1) limiting debt and annual debt service requirements and (2) maintaining an appropriate
General Fund fund balance so as to retain the City’s AAA/Aaa bond ratings and to keep the City on firm financial
footing. When City Council initially adopted the financial policies in 1987, the City's general obligation debt as a
percentage of the real estate tax base was 1.4 percent. Because of the City use of "pay-as-you-go" financing for
many capital projects, the City has maintained superior debt ratios since their implementation in 1987. At the end of
FY 2013, the City’s debt to tax base ratio was just 1.46 percent with that projected to increase to 1.5 percent in FY
2014 (excluding self-supported sewer project related debt). The City’s financial policies encourage the use of
surplus General Fund revenues and resources derived from spending less than the full budget to fund capital
projects.

Additional information on the City’s financial status can be found in the Management’s Discussion and
Analysis section of this report.



due on June 15 and the second half of the tax is due on November 15.

Year

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

GENERAL GOVERNMENT FUNCTIONS

The following table shows that the overall real property assessed value has increased by over $12 billion
since 2004. This includes a 2.8 percent increase from calendar year 2012 to 2013. Real property taxes, which are
based on assessments as of January 1 of each year, are due in two payments. The first half of the real estate tax is

CHANGE IN ASSESSED VALUE OF REAL PROPERTY
(Amounts in thousands of dollars)

Residential

Assessed
Value

13,245,349
16,272,324
20,331,756
20,205,364
20,139,614
19,152,518
18,203,922
18,430,732
18,715,708
19,384,653

1.

Includes apartment buildings.

$6.0

Residential Commercial' Commercial Total Total %
% Increase Assessed % Increase Assessed Increase
(Decrease) Value (Decrease) Value (Decrease)
18.3 8,644,147 7.6 21,889,496 13.9
229 11,087,327 28.3 27,359,651 25

24.9 12,574,963 134 32,906,719 20.3
(0.6) 14,037,667 11.6 34,243,031 4.1

0.3) 14,963,203 6.6 35,102,817 2.5

4.9) 14,811,680 (1.0) 33,964,198 3.2)
(5.0) 13,615,344 8.1) 31,819,266 (6.3)

1.2 14,201,220 43 32,631,952 2.6

1.5 15,066,990 6.1 33,782,698 35

3.6 15,340,418 1.8 34,725,071 2.8

Change in Total Tax Base

Tax Year 2004-2013

§5.5
650 ]

$4.0

$35 ‘o | —
$3.0 —
$2.5 —
$2.0 —
$1.5 —
$1.0 1 —
$0.5 —

$0.0 T T
-$0.5

-§1.0

-$1.5
-$2.0

-$2.5
2004 2005 2006

2007

2008

2009

O Appreciation/Depreciation (All Properties)

2010 2011

2012 2013 Average

mNew Growth (All Properties)

This chart displays the increases and decreases in assessed values for the last ten years as appreciation and
depreciation of existing properties and new properties. (Each of the bars in the chart is comprised of single year
snapshot and is not cumulative.)



The Fund balance financial policies for the General Fund are one component of the City’s overall financial strength
and stability. At the end of FY 2013, the City’s General Fund fund balance was $69 million and include a non-
spendable fund balance of $9.9 million, a number of commitments totaling $15.8 million, and an assigned total of
$10.7 million, including $5.4 million assigned for future capital funding, leaving a remaining unassigned fund
balance of $32.9 million. At the end of FY 2013 the City’s ending General Fund fund balance condition was
consistent with the City’s established financial policies.

City of Alexandria General Fund - Fund Balance (in

millions)
$100
%gg OReserved
$70 (Nonspendable)
%gg EDesignated
$40 (Committed/Assigned)
$30 _
$20 BUndesignated
$10 (Unassigned)
$' T T T
S N YV %
N N N N
3 r§> o o

CAPITAL FINANCING AND DEBT MANAGEMENT

In conjunction with the annual operating budget preparation, the City Manager annually prepares a ten-year
Capital Improvement Plan to provide for the financing of improvements to the City's public facilities. The first year
of the program constitutes the capital budget for the current fiscal year; the remaining nine years serve as a planning
guide. The City accounts for capital improvement expenditures in the Capital Projects Fund and finances the
projects from the General Fund (including appropriations of Committed Fund Balance), general obligation debt, the
sale of surplus property, and intergovernmental grant revenues. The City's Capital Improvement Plan for FY 2014
through FY 2023 represents $1.163 billion of City-funded public improvements to the City's schools, public
buildings, parks, and transportation systems. In addition, state and federal grants and other committed sources, such
as prior year City funds, will provide $64.1 million in additional planned capital funding for the FY 2014-FY 2023
time period.



To continue a strategy of improving and then maintaining the City's creditworthiness, the City Council
established the following key target and ceiling ratios as of June 30 of each year:

Ceiling 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Target
Debt as a Percentage of
Fair Market Value 1.6% 0.90% 0.88% 0.90% 0.85% 0.73% 1.12% 1.15% 127% 136% 1.46% 1.1%
Debt Per Capita as a
Percentage of Per Capita
Income' 4.5% 27% 3.1% 34% 29%  2.6% 37% 34% 38% 4.0% 43% 3.2%
Debt Service as a Percentage
of General Governmental
Expenditures 10.0%  3.6% 42% 43% 45% 44% 44% 49% 53% 59%  6.5% 8.0%
General Fund Balance as a
Percentage of General
Fund Revenue:
Unreserved 10% 14.6% 13.3% 132% 134% 12.0% 9.3% 11.1% - - - N/A
Spendable (floor) 13.7% 13.2% 10.1%
Undesignated 4% 6.9% 59% 5.6% 52% 52% 47% 53% - - - 5.5%
Unassigned® (floor) 53% 5.3% 5.6%
Net Position as a
Percentage of General 4%
Revenue (floor) 18.4% 14.5% 17.7% 19.0% 12.6% 9.4% 11.8% 11.7% 142% 17.9% 5.5%

! Per capita information from the U.S. Bureau of Economic Analysis, as revised
? Data includes School Board and Library component units.

* The City updated these policies in FY 2011 to reflect new terminology per GASB 54.

The adopted financial policies include the following:

. The City will increase its reliance on current revenue to finance its capital improvements.
. The City will consider a designation for pay-as-you-go capital a priority when additional General Fund

resources become available at the end of a fiscal year.

. The City will not use General Fund equity to finance current operations for periods of longer than two

years.

e  The City will annually prepare a ten-year Capital Improvement Plan.
e  The City will not issue tax or revenue anticipation notes to fund governmental operations.
. The City will not issue bond anticipation notes for a term of longer than two years.

The City's General Obligation Bonds have the top available ratings which were reaffirmed in July 2013 as

follows:

Moody's Investors Service
Aaa

Standard & Poor's

AAA

BUDGETARY ACCOUNTING AND INTERNAL CONTROLS

The City Charter requires the City Manager to submit a balanced budget to City Council no later than the
first regular meeting in April of each year. The School Board prepares the Schools' budget and transmits it to the
City Manager. The City Manager then submits his recommendation to City Council for consideration. If Council
does not adopt a budget before June 27, the budget submitted by the City Manager for the upcoming fiscal year has

full force and effect as if Council had adopted it.

As a management tool, budgetary control is maintained in the General Fund at the character level (i.e.,
personnel, non-personnel, capital outlays) and by the encumbrance of estimated purchase amounts before the release
of purchase orders to vendors. Management can transfer appropriations at the department appropriation level
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without approval from City Council. The City follows a similar procedure with the Special Revenue Fund, but the
level of control is at the grant or program level. In the Capital Projects Fund, the level of control is at the project
level. With the Schools' budget, the level of control is at the total appropriation level.

City management is responsible for establishing and maintaining internal controls designed to ensure that
the assets of the City are protected from loss, theft or misuse. Internal controls are intended to provide reasonable,
but not absolute, assurance that these objectives are met. In addition to the examination of controls implemented by
members of the Finance Department, the City's Internal Audit staff continually reviews and assesses the soundness
and adequacy of the City's financial systems.

REPORT FORMAT

The City's Finance Department has prepared this Comprehensive Annual Financial Report in an effort to
present all the information necessary to meet the needs of the many persons and groups that have an interest in the
City's financial affairs. The objective of this report is to present financial information on a comparative basis with
other governmental entities in Virginia and in accordance with established reporting standards. We believe the data
is accurate in all material respects and is reported in a manner designed to present fairly the City's financial position
and results of operations.

INDEPENDENT AUDIT

Section 5.18 of the City Charter requires an annual audit of the accounting and financial records of the
City by independent certified public accountants. This section requires the auditors to examine the funds of the City
in accordance with auditing standards generally accepted in the United States of America and the standards set
forth in the Government Accountability Office's Government Auditing Standards. In addition, the auditors must
conduct the compliance examinations required by the Single Audit Act Amendments of 1996, the related U.S.
Office of Management and Budget's Circular A-133, and the Specifications for Audit of Counties, Cities and Towns
issued by the Auditor of Public Accounts of the Commonwealth of Virginia.

The Alexandria City Council has selected the firm of CliftonLarsonAllen LLP to perform these audit
services. Their reports are presented in the Financial Section and the Single Audit Section of this report.

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE
IN FINANCIAL REPORTING

The Government Finance Officers Association of the United States and Canada (GFOA) awarded the City
of Alexandria a Certificate of Achievement for Excellence in Financial Reporting for the City's Comprehensive
Annual Financial Report (CAFR) for the 35" consecutive year in 2012. The GFOA awards a Certificate to
governmental units that exemplify excellence in financial reporting and conform to stringent reporting
requirements promulgated by that Association and various authoritative bodies.

To earn a Certificate of Achievement, a CAFR must tell its financial story clearly, thoroughly, and
understandably. The report must be efficiently organized, employ certain standardized terminology and formatting
conventions, minimize ambiguities and potentials for misleading inference, enhance understanding of current
generally accepted accounting theory, and demonstrate a constructive "spirit of full disclosure."

A Certificate is valid for a period of one year only. The City believes our current report continues to

conform to the Certificate of Achievement Program requirements and standards. We are submitting it to GFOA to
determine its eligibility for another certificate for FY 2013.

11



REPORTING REQUIREMENTS

As required by the U.S. Securities and Exchange Commission Rule 15¢2-12, the City has agreed for the
benefit of the owners of City general obligation bonds and joint enterprise waste-to-energy-revenue bonds, to
provide each nationally recognized municipal securities information repository and to any appropriate state
information depositor, if any is hereafter created, certain financial information not later than 270 days after the end
of each of its fiscal years, commencing with the fiscal year ended June 30, 1996. The City is currently in
compliance with the new arrangement to file this information through the Electronic Municipal Market Access
(EMMA) website which is the comprehensive source for official statements, continuing disclosure documents,
advance refunding documents and real time trade price information on all municipal securities This CAFR
provides the 15c¢2-12 general bond obligation bond information, which includes the “Debt Statement” found in
Note 9 of Notes to the Financial Statements, a “Five Year Summary of General Fund Revenues and Expenditures”
found in Table XXII, a summary of debt found in Table XXIII (Summary of Total General Obligation Bonds Debt
Service), and “Tax Revenues by Source” found in Table III.

ACKNOWLEDGMENTS
We would like to express our appreciation to everyone in the City who assisted with and contributed to the
preparation of this report. Special recognition is extended to the Accounting Division for their dedicated pursuit of

excellence and leadership in financial reporting.

Respectfully submitted,
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Laura B. Triggs, CPA Raymond J. Welch, Jr.
Chief Financial Officer / Comptroller
Director of Finance
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CliftonLarsonAllen LLP
www.cliftonlarsonallen.com

CliftonLarsonAllen

INDEPENDENT AUDITORS' REPORT

The Honorable Mayor and Members of the City Council
City of Alexandria, Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the City of Alexandria, as
of and for the year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise
the entity’s basic financial statements as listed in the table of contents. We did not audit the financial statements of the
City of Alexandria Library System, a discretely presented component unit, which represent 2.7 percent of the assets, 5.0
percent of the net position, and 2.6 percent of the revenues of the aggregate discretely presented component units.
Those financial statements were audited by other auditors, whose report thereon has been furnished to us, and our
opinion on the financial statements, insofar as they relate to the amounts included for the City of Alexandria Library
System are based solely on the report of the other auditors.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes 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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and 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 Counties, Cities and Towns, issued by the Auditor of Public Accounts of the Commonwealth
of Virginia (Specifications). Those standards and Specifications require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Alexandria as of June 30, 2013, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management discussion and
analysis, the budgetary comparison schedules and the schedules of funding progress and employer contributions on
pages 21 through 30, 108 and 109, and 111 through 113 respectively be presented to supplement the basic financial
statements. Such information, 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

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City of Alexandria’s basic financial statements. The combining and individual fund statements and schedules identified in
the accompanying table of contents are presented for purposes of additional analysis and is not a required part of the
basic financial statements.

The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the basic financial statements. The combining and individual fund statements
and schedules and the schedule of expenditures of federal awards is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

The introductory section and statistical tables listed in the table of contents has not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 11, 2013, on our
consideration of the City of Alexandria'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
to describe the scope of our testing of internal control over financial reporting and compliance and the result of that
testing, and not to provide an opinion on 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 City of Alexandria’s
internal control over financial reporting and compliance.

Wm% L7

Arlington, Virginia
November 11, 2013
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion and analysis of the City of Alexandria’s financial performance provides an overview
of the City’s financial activities for the fiscal year ended June 30, 2013. Please read it in conjunction with the transmittal
letter at the front of this report and the City’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS FOR FY 2013

The City’s total Net Position, excluding component units, on the government-wide basis, totaled $428.9 million
at June 30, 2013. Of this amount, $99.4 million is unrestricted (Exhibit I).

On a government-wide basis for governmental activities, the City’s general revenues of $556.9 million were
$31 million more than the $525.8 million of expenses net of program revenue (Exhibit II).

The General Fund, on a current financial resource basis, reported expenditures and other financing uses in
excess of revenues and other financing sources by $13.7 million (Exhibit IV) after making a budgeted $35.6 million
transfer to the capital projects fund and a $38.9 million transfer to the special revenue fund.

USING THE FINANCIAL SECTION OF THIS COMPREHENSIVE ANNUAL FINANCIAL REPORT

This Comprehensive Annual Financial Report consists of four sections: introductory, financial, statistical, and
single audit. As the following chart shows, the financial section of this report has four components - management’s
discussion and analysis (this section), the basic financial statements, the required supplementary information and the
other supplementary information.

Components of the Financial Section

, Basic Financial Required Other
Managgment s Statements Supplementary Supplementary
Discussion and Information Information

Analysis

-

Independent Government- ) ! Component Notes to the
Auditor’s Wide Financial Fund Financial Unit Financial Financial

Report Statements Statements Statements
Statements

Summary

23



GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements report information about the City as a whole using accounting
methods similar to those used by private-sector companies. The government-wide financial statements provide both
long-term and short-term information about the City’s overall financial status. The Statement of Net position and the
Statement of Activities, which are the government-wide statements, report information about the City as a whole and
about its activities in a way that helps answer this question. These statements include all assets and liabilities using the
accrual basis of accounting. All of the current year’s revenues and expenses are taken into account regardless of when
cash is received or paid.

These two statements report the City’s Net position and changes in those assets. The City’s Net position - the
difference between assets and liabilities - is one way to measure the City’s financial health, or financial position. Over
time, increases or decreases in the City’s Net position are one indicator of whether its financial health is improving or
deteriorating. Other nonfinancial factors need to be considered, however, such as changes in the City’s property tax base
and the condition of the City’s infrastructure, to assess the overall health of the City.

The Statement of Net position and the Statement of Activities include the following:
Governmental activities - Most of the City’s basic services are reported here: Police, Fire, Transportation and

Environmental Services, Recreation, Parks and Cultural Activities Departments, and general administration.
Property taxes, other local taxes, and state and federal grants finance most of these activities.

Component units - The City includes three separate legal entities in its report - the City of Alexandria School
Board, the Alexandria Library, and the Alexandria Transit Company. Although legally separate, these
“component units” are important because the City is financially accountable for them, and provides operating
and capital funding to them. The Alexandria Transit Company component unit is also a proprietary fund.

FUND FINANCIAL STATEMENTS

The fund financial statements provide additional information about the City’s most significant funds - not the City as a
whole. The fund financial statements focus on the individual parts of the City government.

The City has three kinds of funds:

Governmental funds - Most of the City’s basic services are included in governmental funds, which focus on (1)
how cash and other financial assets that can readily be converted to cash flow in and out and (2) the balances
left at year end that are available for spending. Consequently, the governmental funds statements provide a
detailed short-term view that helps the reader determine whether there are more or fewer financial resources that
can be spent in the near future to finance the City’s programs. Because this information does not encompass the
additional long-term focus of the government-wide statements, additional information is provided at the bottom
of the governmental funds statements that explains the relationship (or differences) between them.

Proprietary funds - Services for which the City charges customers or City users a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long- and short-term
financial information.

The City uses an internal service fund (one kind of proprietary fund) to report activities that provide supplies
and services for the City’s other programs and activities. The Equipment Replacement Reserve Fund is the
City’s only internal service fund. Its primary purpose is to provide for the accumulation of money to replace
capital equipment used in City operations. The Transit Company component unit is considered an enterprise
fund since fees are charged to fund the operations.

Fiduciary funds - The City is the trustee, or fiduciary, for its employees’ pension plans and employee benefit
trusts. It is also responsible for other assets (known as agency funds) that - because of a trust arrangement - can
be used only for the trust beneficiaries. The City is responsible for ensuring that the assets reported in these
funds are used for their intended purposes. All of the City’s fiduciary activities are reported in a separate
statement of fiduciary Net position and a statement of changes in fiduciary Net position. Agency funds are City
custodial funds used to provide accountability of client monies for which the City is custodian. The City
excludes pension plans and agency funds from the City’s government-wide financial statements because the
City cannot use these assets to finance its operations.
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FINANCIAL ANALYSIS OF THE CITY AS A WHOLE
Statement of Net position:

The following table presents the condensed Statement of Net position:
Table 1
Summary of Net Position

As of June 30, 2013 and 2012
(In millions)

Primary Government

Governmental Component
Activities Units
2013 2012 2013 2012

Current and other assets $ 597 $ 497 $ 80 $ 70
Capital assets 735 721 26 22
Total Assets $ 1,332 $ 1,218 $ 106 $ 92
Other Liabilities $ 528 35 $ 50 § 40
Long-term liabilities 611 549 7 9
Deferred Inflows 240 236 - -
Total Liabilities $ 903 $ 820 $ 57§ 49
Net Position:
Invested in Capital assets, net of
related debt $ 330 $ 322 $ 25§ 21
Restricted - - 3 3
Unrestricted 99 76 21 20

$ 429 $ 398 $ 49 $ 43

Amounts may not add due to rounding

The City’s Net Position, (which is the City’s bottom line) increased eight percent, or $31 million, to $429
million. The increase is primarily attributable to new schools projects and transit initiatives. Component units Net
Position increased by $7 million. The City’s capital assets increased $14 million mainly due to the completion of the new
school construction projects during the year. Long-term liabilities increased by $62 million with the issue of the new FY
2013 general obligation bond series.
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Statement of Activities

The following chart shows the revenue and expenses of the governmental activities:

Table 2
Changes in Net Position
For the Fiscal Years Ended June 30, 2013 and 2012
(In millions)
Total

Primary Government

Governmental Component
Activities Units
2013 2012 2013 2012
Revenues
Program revenues:
Charges for services $ 64 $ 56 $ 7 $ 8
Operating grants and contributions 75 66 20 23
Capital grant/contributions 18 20 - -
General revenues:
Property taxes 393 370 - -
Other taxes 125 121 - -
Other 39 44 33 30
Payment to/from City 209 198
Total Revenues $ 714 $ 677 $ 269 $ 259
Expenses
General Government $ 75 $ 85 $ - $ -
Judicial Administration 21 20 - -
Public Safety 132 127 - -
Public Works 53 56 - -
Library 6 6 7 7
Health and Welfare 92 94 - -
Transit 18 16 16 14
Culture and Recreation 29 28 - -
Community Development 40 34 - -
Education 195 185 239 231
Interest on Long-term Debt 22 22 - -
Total Expenses $ 683 $ 673 $ 262 $ 252
Change in Net Position $ 31 $ 4 $ 7 $ 7
Net Position beginning of Year $ 398 $ 394 $ 43 $ 36
Net Position end of Year $ 429 $ 398 $ 50 $ 43

Amounts may not add due to rounding

26



REVENUES

For the fiscal year ended June 30, 2013 revenues from governmental activities totaled $714 million. Real
estate tax revenues, the City’s largest revenue source, reflecting the recognition of the taxes associated with the last half
of calendar year 2012 and the first half of calendar year 2013 real property tax billings, were $333 million. The
increase in tax revenues is primarily attributable to an increase in the City’s assessed real property tax base in calendar
year 2013. The increase in tax revenues is primarily attributable to a tax rate increase of 4.0¢.

In addition:

e Charges for services increased in the special revenue fund due to an increase in fees collected for
sewer connections and building permits.

e The increase in capital contributions reflects federal funding for buses and transit projects.

Component units’ nets assets increased by $7 million due mainly to the addition of new buses to the Transit
company bus fleet

Net Expenses for Governmental Activities

General Government
-13%

Interest on Long-term Debt
-4%

Judicial Administration
-3%

Education
-37%

Public Safety
-19%

Public Works
-1%

Library

-1%

Culture and Recreation Transit Health and Welfare
-5% v 1%

Community Development
-3%

s
e

EXPENSES

For the fiscal year ended June 30, 2013, expenses for governmental activities totaled $683 million reflecting an
increase of $10 million due to increase in expenditures for various School renovation projects and various Transit
projects.

Education continues to be one of the City’s highest priorities. Capital funding included $6.2 million in addition
to the City’s operating subsidy to the Schools of $179.6 million.
FINANCIAL ANALYSIS OF THE CITY’S FUNDS

For the fiscal year ended June 30, 2013, the governmental funds reflect a combined fund balance of $280.9
million (Exhibit III). The Governmental fund balance increase of $69.7 million is primarily due to a new bond sale and
increased grant funding for transportation initiatives.
e  The General Fund contributed $35.6 million to pay-as-you-go financing of capital projects.

e  The City contributed $179.6 million to the schools for operations.
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e  The Sewer Fund contributed $4.1 million in fee revenue to pay-as-you-go capital projects.

e The City spent $77.1 million in the Capital Projects Fund primarily to fund school projects and the new Transit
initiatives.

Except for non-spendable and restricted fund balances (Exhibit III), there are no significant limitations on fund
balances that would affect the availability of fund resources for future uses.
GENERAL FUND BUDGETARY HIGHLIGHTS
Table 3
General Fund Budget
(in millions)

FY 2013
Orginal ~Amended
Budget Budget Actual

Revenues, Transfers, and
Other Financial Sources

Taxes $ 372 § 373 § 382
Other Local Taxes 125 125 125
Transfers and Other 84 104 107
Total $§ 581 $ 602 § 614

Expenditures, Transfers,
and Other Financial Uses

Expenditures $§ 340 §$§ 348 § 338
Transfers and Other 250 292 290
Total $ 590 $ 640 $ 628

Change in Fund Balance $ @ $ @38 §$ 14

Amounts may not add due to rounding

Expenditure and other financing uses exceeded revenue and other financing sources by $14
million in the General Fund for FY 2013.

Actual General Fund revenues and other financial sources were above the original budget by $33
million and the amended budget by $12 million during FY 2013. This is primarily due to an increase in
the tax rate for real estate taxes to support transportation projects. As a result of supplemental
appropriations, actual General Fund expenditures were below the original budget by $2 million, while
General Fund expenditures were less than the amended budget by $10 million. This was primarily for
funds that have been committed or assigned for future use.

During FY 2013, City Council amended the budget three times. These budget amendments, or
supplemental appropriation ordinances, were primarily for the following purposes:

e To reappropriate monies to pay for commitments in the form of encumbrances established
prior to June 30, 2012 but not paid by that date. Encumbrances for General Fund
obligations for purchase orders authorized and issued, but for which goods and services
were not received or paid by June 30, 2013, totaled $2.5 million.

e To reappropriate monies ($1.7 million) to pay for projects budgeted for FY 2012 but not
completed before the end of the fiscal year.
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e To reappropriate grant, donation and other revenues authorized in FY 2012 or earlier, but
not expended or encumbered as of June 30, 2012.

e To appropriate grants, donations, and other revenues accepted or adjusted in FY 2013.

CAPITAL ASSETS

At the end of FY 2013, the City’s governmental activities had invested cumulatively $735 million (see Note 5)
in a variety of capital assets and infrastructure, as reflected in the following schedule, which represents a net increase of

$14.1 million.

Table 4
Governmental Activities
Change in Capital Assets

(In millions)

Balance Net Additions/ Balance
30-Jun-12 (Deletions) 30-Jun-13
Non-Depreciable Assets
Land and Land Improvements $98.6 3 $102.0
Construction in Progress 313 4.5) 26.8
Other Capital Assets
Intangible Assets 11.6 - 11.6
Buildings 561.0 282 589.2
Infrastructure 2155 9.5 225.0
Furniture and Other Equipment 75.8 5.7 81.5
Accumulated Depreciation on Other
Capital Assets (273.0) (28.0) (301.0)
Totals $720.8 $14.3 §735.1

Amounts may not add due to rounding

The FY 2013 increase in buildings reflects the transfer from construction in progress and new expenditures for
the completion of various schools construction and renovation projects.

The FY 2014- FY 2023 Approved Capital Improvement Program (CIP), which was approved by City Council
on May 6, 2013, sets forth a ten-year program with $1.2 billion in new City funding and $64.1 million in other non- City
sources for public improvements for the City and the Alexandria Public Schools.

This represents (in City funding) an increase of approximately $54.7 million above the FY 2013-2022 CIP. For
purpose of comparison the Approved FY 2013 — 2022 CIP totaled $1.1 billion in total funding, of which $28.6 million

was from non-City sources.
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LONG-TERM DEBT

At the end of FY 2013, the City had $508.7 million in outstanding general obligation bonds, an increase of
$49.6 million, or 10.8 percent, over last year. More detailed information about the City’s long-term liabilities is
presented in Note 9 to the financial statements.

During 2013, Moody’s Investors Services, Inc. and Standard & Poor’s (S&P) credit rating agencies reaffirmed
the City’s triple-A bond ratings. The City received its first triple-A rating from Moody’s in 1986 and from S&P in 1992.
Standard and Poor’s Financial Management Assessment concluded that the City’s financial practices were “strong.”

The Commonwealth of Virginia limits the amount of general obligation debt the City can issue to ten percent of
the assessed value of real property within the City. The City’s outstanding debt is significantly below, or less than one-
tenth of this state law limit - which would equate to $3.5 billion for the City.

During Fiscal year 2014 the City Council issued $63.8 million in General Obligation Bonds with a premium of
$6.8 million and a true interest cost of 3.26 percent. The $63.8 million General Obligation bonds will be used to finance
certain capital improvement projects including two new sanitary sewers and continuing improvement in public school
facilities. See details in footnotes 5 and 9 of this document. The city’s bond ratings were reaffirmed in July as ‘AAA’
and ‘Aaa’ by Standard & Poor’s and Moody’s in July. Subsequently, Moody’s revised the “negative outlook” to “stable
outlook™ after the federal government’s rating was upgraded.

The City did not issue any short-term debt or have any short-term debt outstanding during FY 2013. Other short
term liabilities represent unclaimed money and deposits.

ECONOMIC FACTORS

The number of jobs in the City increased in FY 2013; as of March 2013, the number of Alexandria jobs totaled
94,956 (the latest data available from the Virginia Employment Commission). Tourism improved, with lodging and
restaurant food tax showing an increase of 3.5 percent and 6.2 percent respectively in FY 2013.

As of 2011 (the latest data available from the U.S. Bureau of Economic Analysis), the City's major per capita
income of $82,491 remains one of the highest in the United States, and is the second highest of any major jurisdiction in
Virginia. The City's office vacancy rate stood at 16.2 percent by the end of FY 2013, compared to the office vacancy rate
in Northern Virginia (15.3 percent), as well as the Washington, DC metropolitan area (13.0 percent), partially
attributable to the closure of several offices due to Base Realignment and Closures (BRAC).

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a
general overview of the City’s finances and to demonstrate the City’s accountability for the money it receives.
Questions concerning this report or requests for additional financial information should be directed to Laura Triggs,
Chief Financial Officer, City Hall, P.O. Box 178, Alexandria, VA 22313, laura.triggs@alexandriava.gov, telephone
(703) 746-3900, or visit the City’s web site at alexandriava.gov.
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ASSETS

Cash and Cash Equivalents
Cash and Investments with Fiscal Agents

Recetvables, Net

Due From Other Governments

Tnventory of Supplies

Prepaid and Other Assets

Capital Assets

Land and Construction in Progress
Other Capital Assets, Net

Capital Assets, Net
Total Assets

LIABILITIES
Accounts Payable

Accrued Wages
Accrued Liabilities
Unearned Revenue

Other Short-term Liabilities

Deposits

Long-term Liabilities Due Within One Year
Long-term Liabilties Due i More Than One Year
Total Liabilities

Deferred Inflows

CITY OF ALEXANDRIA, VIRGINIA
Statement of Net Position

TOTAL LIABILITIES AND DEFERRED INFLOWS §

NET POSITION

Invested in Capital Assets, Net of Related Debt

Restricted for:

Educational projects

Unrestricted

TOTAL NET POSITION

See Accompanying Notes to Financial Statements

As of June 30, 2013
Primary Government
Governmental Component
Activities Units

§ 164,262,226 § 64,800,834
137,984,152 2,859,487
240,238,666 729,925
40,216,820 5,152,000
2,620,118 920,786
7,016,214 6,092,366
128,806,192 999,381
606,276,746 24,564,085
735,082,938 25,563,466
§ 1327421134 § 106,118,864
§ 17115845 § 6,006,058
5,157,867 41,651,381

6,206,783 -
4,606,062 1,967
16,284,812 430,878

2,513,398 -
41,342,115 1,503,551
569,731,186 6,781,978
662,958,668 56,376,413
235,590,815 140,510
898,549,483 § 56,516,923
§ 329,450,783 § 25,563,466
- 3,091,635
99,420,868 20,946,340
§ 428871651  § 49,601,941
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ASSETS
Cash and Cash Equivalents

Cash and Investments with Fiscal Agents
Receivables, Net

Accrued Interest

Due From Other Governments

Inventory of Supplies

Prepaid and Other Assets
Total Assets

TOTAL

LIABILITIES
Accounts Payable
Accrued Wages
Other Liabilities
Deposits
Unearned Revenue
Total Liabilities

Deferred Inflows

TOTAL LIABILITIES AND DEFERRED INFLOWS $

TOTAL
FUND BALANCES

Non-Spendable
Restricted
Committed
Assigned
Unassigned
Total Fund Balances
Total Liabilities and Fund Balances

CITY OF ALEXANDRIA, VIRGINIA
Balance Sheet
Governmental Funds

See Accompanying Notes to Financial Statements
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As of June 30, 2013
Total
Capital Governmental
General Special Revenue Projects Funds
$ 71,339,884 $ 39,986,860 $ 40,623,516  $ 151,950,260
- - 137,984,152 137,984,152
235,661,368 4,419,986 - 240,081,354
157,312 - - 157,312
33,276,648 6,940,172 - 40,216,820
2,620,118 - - 2,620,118
6,925,732 90,482 - 7,016,214
$ 349,981,062 § 51,437,500 $ 178,607,668 § 580,026,230
$ 4,774,544  § 2,672,069 $ 9,417,018  § 16,863,631
3,968,709 1,184,179 4,979 5,157,867
16,273,953 N 10,859 16,284,812
2,513,398 - - 2,513,398
4,606,662 - - 4,606,662
32,137,266 3,856,248 _ 9,432,856 45,426,370
248,330,614 5,401,968 - 253,732,582
280,467,880  § 9,258,216 $ 9,432,856 $ 299,158,952
$ 9,945,850  § 2,596,021 $ - $ 12,541,871
- 10,400,005 - 10,400,005
15,855,605 29,183,258 169,174,812 214,213,675
10,769,948 - - 10,769,948
32,941,779 - - 32,941,779
$ 69,513,182  § 42,179,284 $ 169,174,812  § 280,867,278
$ 349,981,062 § 51,437,500 $ 178,607,668
Adjustments for the Statement of Net Position:
Capital assets used in governmental activities are not current
financial resources and therefore are not
reported in the governmental funds. (Note 5) 722,352,772
Other long-term assets are not available to pay for current
period expenditures; the taxes offset by deferred
revenue in the governmental funds. (Note 1) 18,141,767
Internal service funds are used by management to charge the costs
of equipment replacement; and, therefore, the assets and
liabilities of the internal service fund are included in governmental
activities in the Statement of Net Position. (Exhibit V) 24,789,918
Long-term liabilities, including bonds payable, are not
reported as liabilities in the governmental funds. (Note 9) (617,280,084)
Net Position of Governmental Activities $ 428,871,651

Exhibit III



CITY OF ALEXANDRIA, VIRGINIA
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2013

Exhibit IV
Total
Capital Governmental
General Special Revenue Projects Funds
REVENUES
General Property Taxes $ 381,929,567  § 3241916 - $ 385,171,483
Other Local Taxes 125,347,523 - - 125,347,523
Permits, Fees, and Licenses 2,227,745 8,398,112 - 10,625,857
Fines and Forfeitures 5,148,115 - - 5,148,115
Use of Money and Property 3,568,335 186,603 425,134 4,180,072
Charges for Services 16,533,824 18,016,211 57,608 34,607,643
Intergovernmental Revenue 55,021,954 52,360,583 18,480,399 125,862,936
Miscellaneous 1,398,291 4,816,246 3,962,078 10,176,615
Total Revenues $ 91,175354  $ 87019671 § 22,925,219 $ 701,120,244
EXPENDITURES -
Current Operating: -
General Government $ 44271646 972,238 $ - $ 45,043,884
Judicial Administration 19,212,554 1,047,833 - 20,260,387
Public Safety 121,756,031 9,203,054 - 130,959,085
Public Works 35,707,593 4,566,918 - 40,274,511
Library 6,387,227 - - 6,387,227
Health and Welfare 20,408,625 71,406,715 - 91,815,340
Transit 17,757,518 - - 17,757,518
Culture and Recreation 23,450,802 1,143,117 - 24,593,919
Communty Development 15,772,902 20,021,633 - 35,794,535
Education 179,623,193 - 6,229,932 185,853,125
Debt Service: -
Principal 27,550,000 - - 27,550,000
Interest and Other Charges 22,437,678 - 22,437,678
Capital Outlay - - 70,902,108 70,902,108
Total Expenditures $ 534335769 108,361,508  § 77,132,040 $ 719,829,317
Excess (Deficiency) of Revenues Over -
(Under) Expenditures $ 56,839,585 (21,341,837 § (54,206,821) $ (18,709,073)
OTHER FINANCING SOURCES (USES) -
Bond Proceeds $ - $ - $ 76,820,000 $ 76,820,000
Issuance of Refinding Bonds 17,335,000 - - 17,335,000
Bond Premium (Discount) 1,921,545 - 11,195,347 13,116,892
Payment to Refinded Bonds Escrow Agent (19,119,142) - - (19,119,142)
Transfers In 3,833,938 38,915,183 39,828,060 82,577,181
Transfers Out (74,547,899) (6,043,346) (1,985,436) (82,577,181)
Total Other Financing Sources and Uses $ (70,576,558)  $ 32871337 § 125857971 - § 88,152,750
Net Change in Fund Balance (13,736,973) 11,529,500 71,651,150 69,443,677
Fund Balance at Beginning of Year 82,983,005 30,649,784 97,523,662
Increase in Reserve for Inventory 267,150 - - 267,150
Fund Balance at End of Year $ 69,513,182 § 42,179284  § 169,174,812

Adjustments for the Statement of Activities:
Repayment and refunding of bond principal is reported as an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the Statement of Net Position. 27,550,000
Governmental funds report capital outlays as expenditures while governmental activities report
depreciation expense to allocate those expenditures over the life of the assets. This is the

amount by which new capital assets exceeded capital expenditures in the current period. (Note 5) 21,707,229
Revenues in the Statement of Activities that do not provide current financial resources are
not reported as revenues in the governmental funds. (Note 4) 8,794,651

Issuance of debt and premium provide current financial resources to governmental funds, but

issuing debt increases long term liabilities in the Statement of Net Position. (Note 9) (88,152,750)
Some expenses reported in the Statement of Activities do not require the use of current financial

resources and therefore are not reported as expenditures in governmental funds. (Note 9) (11,007,133)

Internal service funds are used by management to charge the costs of certain equipment to
individual funds. The net revenue of the internal service fund (except depreciation which is
reported in capital outlays above) is reported with governmental activities. (Exhibit VI) 2428047

Change in Net Position of Governmental Activities $ 31,030,871

See Accompanving Notes to Financial Statements
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ASSETS
Current Assets:
Cash and Cash Equivalents
Total Current Assets
Capital Assets:
Buildings and Equipment
Less Accumulated Depreciation
Capital Assets, Net
Total Assets

LIABILITIES
Current Liabilities:
Accounts Payable
Total Current Liabilities

NET POSITION

Invested in Capital Assets
Unrestricted Net Assets
TOTAL NET POSITION
Total Liabilities and Net Assets

CITY OF ALEXANDRIA, VIRGINIA

Statement of Net Position

Proprietary Funds — Internal Service Fund

June 30, 2013

29,751,814

See Accompanying Notes to Financial Statements
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12,311,966

12,311,966

42,481,980

12,730,166
25,042,132

252,214
252,214

12,730,166
12,059,752

24,789,918

25,042,132

Exhibit V



CITY OF ALEXANDRIA, VIRGINIA
Statement of Revenue, Expenses, and Change in Net Position
Proprietary Funds — Internal Service Fund
For the Fiscal Year Ended June 30, 2013

Operating Revenues:
Charges for Services § 5315437
Total Operating Revenues § 5315437

Operating Expenses:
Materials and Supplies § 2,838,572
Depreciation 3,655,324
Total Operating Expenses $ 6,493,896
Operating Income $  (1,178,459)

Nonoperating Expenses:

Loss on Disposal of Capital Assets $ (48,818)
Total Nonoperating Expenses $ (48,818)

Net Profit/Loss Before Operating Transfers (1,227,277)

Change in Net Position $  (1,227,277)
Net Position at Beginning of Year 26,017,195
Net Position at End of Year $ 24,789918

See Accompanying Notes to Financial Statements
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CITY OF ALEXANDRIA, VIRGINIA
Statement of Cash Flows
Proprietary Funds — Internal Service Fund
For the Fiscal Year Ended June 30, 2013

Exhibit VII

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts From Customers $ 5,315,437
Payment to Suppliers (2,972,618)
Net Cash Provided by Operating Activities § 2,342,819

CASH FLOWS FROM CAPITAL AND

RELATED FINANCING ACTIVITIES
Purchases of Capital Assets $ (3,479,896)
Net Cash Used By Capital and
Related Financing Activities $ (3,479,896)
Net Increase in Cash and Cash Equivalents $ (1,137,077)
Cash and Cash Equivalents at Beginning of Year 13,449,043
Cash and Cash Equivalents at End of Year $ 12,311,966

Reconciliation of Operating Income to Net Cash

Provided by Operating Activities

Operating Income § (1,178,459)
Adjustments to Reconcile Operating Income to Net Cash

Provided by Operating Activities:

Depreciation Expense 3,655,324
Change in Assets and Liabilities:

(Increase) Decrease in Accounts Payable (134,046)
Net Cash Provided by Operating Activities $ 2,342,819

Noncash investing, capital and financing activities:
Capital assets with a net book value of $48,818 were retired in non-cash transactions during the year
in the Internal Service fund.

See Accompanying Notes to Financial Statements

39



CITY OF ALEXANDRIA, VIRGINIA
Statement of Changes in Fiduciary Net Position
For the Fiscal Year Ended June 30, 2013

Exhibit VIII
Employee Other Post Private-
Retirement Employment Purpose Agency
Plans Benefits Trusts Funds
ASSETS
Cash and Short-term Investments $ - $ - $ - $ 54,988
Investments, at Fair Value:
LGIP/CDARS/ICS/NOW - - 6,201 114,702
Mutual Funds 201,705,087 16,905,621 - -
Stocks 96,762,405 5,797,099 - -
Guaranteed Investment Accounts 26,639,296 - - -
Real Estate 16,913,178 - - -
Timber/Private Equity 13,812,851 627,857 - -
Other Investments 8,401,791 316,307 - -
$
Total Investments $ 364,234,608 23,646,884 $ 6,201 $ 114,702
$
Total Assets $ 364,234,608 23,646,884 $ 6,201 $ 169,690
LIABILITIES
Refunds Payable and Other - - - 169,690
- - - $ 169,690
NET POSITION
Held in Trust for:
Pension Benefits $ 364,234,608 $ - $ -
Other Post Employment Benefits - 23,646,884 -
Other Purposes - - 6,201
$
TOTAL NET POSITION $ 364,234,608 23,646,884 $ 6,201

See Accompanying Notes to Financial Statements
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CITY OF ALEXANDRIA, VIRGINIA
Statement of Changes in Fiduciary Net Position
For the Fiscal Year Ended June 30, 2013

ADDITIONS
Contributions:

Employer

Plan Members

Total Contributions

Investment Earnings:

Net Appreciation

in Fair Value of Investments

Interest

Net Investment Income

Total Additions

DEDUCTIONS
Benefits
Refunds of Contributions
Administrative Expenses
Total Deductions
Change in Net Position
Net Position at Beginning of Year

Net Position at End of Year

See Accompanying Notes to Financial Statements

$

Employee Other Post Private-
Retirement Employment Purpose
Plans Benefits Trusts
21,401,001 2,675,000 -
3,268,211 - -
24,669,212 2,675,000 -
21,950,555 1,076,655
16,845,504 1,330,701 528
38,796,059 2,407,356 528
63,465,271 5,082,356 528
27,212,196 - -
427,374 - 500
2,970,337 99,200 -
30,609,907 99,200 500
32,855,364 4,983,156 28
331,379,244 18,663,728 6,173
364,234,608 23,646,884 6,201
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CITY OF ALEXANDRIA, VIRGINIA
Statement of Net Position
Component Units

ASSETS
Cash and Cash Equivalents

Cash and [nvestments with Fiscal Agents
Receivables
Due from Other Governments
Inventory of Supplies
Prepaid and Other Assets
Capital assets
Land and Construction in Progress
Other Capital Assets, Net

Capital Assets, Net
Total Assets

LIABILITIES

Accounts Payable

Accrued Wages

Unearned Revenue

Other Short-term Liabilities

Long-term Liabilities Due Within One Year
Long-term Liabilities Due in More Than One Year

Total Liabilities

Deferred Inflows
TOTAL LIABILITIES AND DEFERRED INFLOWS

NETPOSITION
Invested in Capital Assets
Restricted

Unrestricted

TOTAL NETPOSITION

See Accompanying Notes to Financial Statements

As of June 30, 2013

School Board Library Transit Total
§ 63,162,570 § 23393 § 1614871 $ 64,800,834
- 2,859,487 - 2,859,487
545,639 - 184,286 729,925
4,950,924 15,609 185,467 5,152,000
179,491 - 741,295 920,786
5,988,157 104,209 6,092,366
999,381 - 999,381
9,102,048 15,462,037 24,564,085
§ 10,101,429 § § 15462,037 § 25,563,466
§ 84928210 § 2898489 § 18292,165 § 106,118,804
§ 4810057 § 431899 § 764702 § 6,006,658
41,325,932 - 325,449 41,651,381
- 1,967 1,967
- 430,878 430,878
1,503,551 - 1,503,551
6,781,978 6,781,978
§ 54421518 8§ 431899 S 1522996 § 56376413
§ 140,510 § § § 140,510
§ 54562028 § 431899 § 152299 § 56,516,923
§ 10101429 § § 15462,037 § 25563466
3,091,635 - - 3,091,635
17,173,118 2,466,590 1,307,132 20,946,340
§ 30366182 § 2466590 § 16,769,169 § 49,601,941
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CITY OF ALEXANDRIA, VIRGINIA
Notes to Financial Statements
June 30, 2013
Exhibit XII

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Narrative Profile

The City of Alexandria, located in northern Virginia and bordered by the District of Columbia (Potomac
River) and Arlington and Fairfax Counties, was founded in 1749 and incorporated in 1779. With a population of
146,294 and a land area of 15.75 square miles, Alexandria is the 7™ largest city in the Commonwealth of Virginia
and one of the most densely populated cities in the Commonwealth.

The City is governed under the City Manager-Council form of government. Alexandria engages in a
comprehensive range of municipal services, including general government administration, public safety and
administration of justice, education, health, welfare, housing and human service programs, transportation and
environmental services, planning, community development and recreation, cultural, library, and historic activities.

The financial statements of the City of Alexandria, Virginia have been prepared in conformity with the
specifications promulgated by the Auditor of Public Accounts (APA) of the Commonwealth of Virginia, and U.S.
generally accepted accounting principles (GAAP) as specified by the Governmental Accounting Standards Board
(GASB). The more significant of the City’s accounting policies are described below.

A. Financial Reporting Entity

The City follows GASB Statement No. 34, Basic Financial Statements — and Management’s Discussion
and Analysis — for State and Local Governments. GASB Statement No. 34 requires the following financial
statement components:

Management’s Discussion and Analysis — A narrative introduction and analytical overview of the
government’s financial activities. This analysis is similar to analysis the private sector provides in their
annual reports.

Government-wide financial statements — These include financial statements prepared using full accrual
accounting for all of the government’s activities. This approach includes not just current assets and
liabilities (such as cash and accounts payable), but also capital assets (such as buildings and infrastructure,
including bridges and roads) and long-term liabilities (such as general obligation debt and unfunded
pension costs). Accrual accounting also reports all of the revenues and costs of providing services each
year, not just those received or paid in the current year or soon thereafter. The government-wide
statements include the Statement of Net position and the Statement of Activities.

Statement of Net position — The Statement of Net position displays the financial positi