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City of Alexandria, Virginia

MEMORANDUM
DATE: MARCH 22, 2013
TO: CHAIRMAN AND MEMBERS OF THE PLANNING COMMISSION
FROM: NELSIE L. SMITH, DIRECTOR, OFFICE OF MANAGEMENT ANDJh?%
BUDGET

SUBJECT: TRANSMITTAL OF THE PROPOSED FY 2014 - FY 2023 CAPITAL
IMPROVEMENT PROGRAM FOR REVIEW BY THE PLANNING
COMMISSION

Attached you will find the Proposed FY 2014 - FY 2023 Capital Improvement Program (CIP) for
review at your April 2, 2013 meeting. The Planning Commission is requested to review the
proposed capital improvement projects with regard to the consistency of these proposed projects
with the City’s master plan. This is pursuant to Section 6.14 of the City Charter, which states
“the City Manager shall obtain and transmit to the Council the advisory recommendations of the
Planning Commission with regard to the consistency of proposed capital improvement projects
with the master plan and the priority and timing of those projects in comparison to the elements
in the master plan.”

Subsequent to the City Manager’s release of the Proposed CIP on February 26, 2013, there have
been no major changes proposed to the CIP to date. Budget Memo #2 — Overview of City
Manager’s Proposed Capital Improvement Program (CIP) is attached for your review.

The results of the Commission’s review are requested prior to the add/delete work session of
City Council, which is scheduled for April 29, 2013. Please feel free to contact Christopher
Bever, CIP Analyst at (703) 746-3744, or via e-mail at christopher.bever(@alexandriava.gov if
you have any questions regarding the proposed projects included in the CIP.

For your information, City Council set the dates below for consideration of the FY 2014 budget,
including the FY 2014 - 2023 CIP. Staff presentations and video recordings of the meetings that
have already occurred are available on the Office of Management and Budget (OMB) page of the
City’s website (http://alexandriava.gov/Budget).

Attachments

Attachment 1: FY 2014 Budget Calendar and Work Sessions

Attachment 2: Budget Memo #2 - Overview of City Manager’s Proposed Capital Improvement
Program (CIP)



Attachment #1

FY 2014 Budget Calendar and Work Sessions

Tuesday, February 26, 2013
7:00 p.m.

FY 2014 City Manager’s Proposed Budget
Presentation

Monday, March 4, 2013
5:30 p.m.

Budget Work Session: Performance
Management

Monday, March 4, 2013
7:30 p.m.

Budget Work Session: Revenues/Expenditures

Monday, March 11, 2013
4:00 p.m.

Budget Public Hearing

Tuesday, March 12, 2013
7:00 p.m.

Introduction of Tax Rate Ordinance and Set
Maximum Tax Rate

Wednesday, March 13, 2013
7:00 p.m.

Public Presentation of the Budget

Thursday, March 14, 2013

Advertise Effective Tax Rate

Wednesday, March 20, 2013
5:30 p.m.

Budget Work Session: Capital Improvement
Program (CIP)

Wednesday, March 20, 2013
7:30 p.m.

Joint Work Session with ACPS

Wednesday, April 3, 2013
6:30 p.m.

Budget Work Session: Topic TBD

Thursday, April 4, 2013
6:30 p.m.

Budget Work Session: Employee
Compensation

Saturday, April 13, 2013
9:30 a.m.

Public Hearing on Tax Rates

Monday, April 15,2013
6:30 p.m.

Budget Work Session: Budget and Fiscal
Affairs Advisory Committee Report

Monday, April 29, 2013
6:30 p.m.

Budget Work Session: Preliminary Add/Delete

Monday, May 6, 2013
6:00 p.m.

Budget Work Session: Final Add/Delete

Monday, May 6, 2013
7:00 p.m.

Budget and Tax Rate Adoption




City of Alexandria, Virginia

MEMORANDUM
DATE: FEBRUARY 26, 2013
TO: MAYOR AND CITY COUNCIL

THROUGH: RASHAD M. YOUNG, CITY MANAGE
FROM: NELSIE L. SMITH, DIRECTOR, OFFICE OF MANAGEMENT AND BUDGET

SUBIJECT: BUDGET MEMO # 2: OVERVIEW OF CITY MANAGER'S PROPOSED FY 2014
2023 PROPOSED CAPITAL IMPROVEMENT (CIP)

The City Manager’s Proposed FY 2014 - 2023 Capital Improvement Program (CIP) totals $1.142 billion
(details shown in Attachment 1) as compared to last year’s City Council Approved FY 2013 - 2022 CIP
which totaled $1.138 billion. However, comparing those two total budget amounts does not provide an
accurate picture of the changes from the prior year CIP. To show a true comparison, FY 2013 and FY
2023 should be removed from the analysis. When comparing only FY 2014 - 2022, the difference in the
two plans is as follows:

*FY 2014 - 2022 **FY 2014 - 2022
City Council City Manager
Budget Approved Proposed Difference
Total Budget $1,003,418,302 $1,084,945,415 | $81,527,113
With Additional 3 Cents $1,003,418,002 $1,197,661,387 | $194,243,385 |

* City Council Approved FY 2013 - 2022 CIP totaled $1,137,922,637, of which §134,504,335 was funded in FY
2013.

** City Manager's Proposed FY 2014 - 2023 CIP totals 81,141,908,434, of which 356,963,019 is budgeted in FY
2023. When adding in the additional three cents, the City Manager's Proposed CIP totals 31,268,636,581 of which
370,975,192 is budgeted in FY 2023.

The City Manager’s detailed book of the Proposed FY 2014 - 2023 CIP total budget of $1.142 billion
does not include additional projects that would be funded with an additional three cents on the real estate
tax rate. A listing of those projects is available separately and included as Attachment 2. This represents
the additional capital investments that could be made with the cash resources that an additional three cents
would yield (estimated at $126.7 million over the ten-year plan). These projects are discussed in greater
detail in the “Additional Projects Three Cents on the Real Estate Tax Rate” section.

CAPITAL IMPROVEMENT PROGRAM DEVELOPMENT

In developing the City Manager’s Proposed FY 2014 - 2023 CIP, there were some general guidelines
followed in developing the balanced ten-year plan. These guidelines included:
*  Using the City Council Approved FY 2013 - 2022 CIP as the “base” for the City Manager’s
Proposed FY 2014 - 2023 CIP;
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» Incorporating City Council guidance into the plan with emphasis on schools capacity, recreation
facilities, sewers and basic infrastructure, and public safety facilities;

e Working to align projects with our City’s Strategic Plan and long-term and intermediate outcomes

with an emphasis on preserving and maintaining our City’s existing physical assets;

* Ensuring analysis is provided on increased debt service and adherence to debt policies over the life

of the plan;

e Reviewing all projects to determine if the project scope and cost estimates were accurate; and

e Providing additional projects which could be funded with additional resources.

FY 2014 CAPITAL YEAR BUDGET

The City Manager’s Proposed FY 2014 capital year budget totals $67.4 million, an increase of $8.1 million
over last year’s approved FY 2014 CIP planned budget of $59.3 million. An analysis of the change in
revenue sources is provided below. This analysis does not include projects which would be funded with
the additional three cents on the tax rate (included in Attachment 2), which would provide an additional

$15.7 million in FY 2014,

*FY 2014 FY 2014

City Council City Manager
Revenue Source Approved Proposed Difference
Unrestricted Revenues
All Cash Sources and General Obligation Bonds $38,608,328 $43,652,855 $5,044,527
**Restricted Revenues
Sewer Fees, Transportation Improvement
Program (TIP), Potomac Yard Special Tax
District/Development Contributions and Bonds $16,203,000 $11,535,000 ($4,688,000)
Non-City
Grants (State and Federal), Private Capital
Contributions, Comcast Revenues $4,500,250 $12,214,452 $7,714,202
Totals $59,311,578 $67,402,307 $8,090,729
Totals with Additional 3 Cents $59,311,578 $83,143,670 $23,832,092

*Represents FY 2014 capital year budget of the City Council Approved FY 2013 - 2022 Capital Improvement

Program.

**4 decrease in restricted revenues in FY 2014 is due 1o planned borrowing for Sanitary Sewer projects not being

required until future years.

The FY 2014 capital year budget of $67.4 million provides funding for a number of high-priority capital
infrastructure needs through the City and school system. Highlights of the FY 2014 capital 'year budget

include:

¢ Funding for on-going capital infrastructure and maintenance needs totaling $31.4 million in FY

2014. That total includes fully funding the Alexandria City Public Schools (ACPS)

Superintendent’s non-capacity request of $5.0 million and providing $13.8 million for basic
transportation capital infrastructure needs.
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* One time-major renovations to existing City assets totaling $8.0 million in FY 2014. Significant
renovation projects that will be started include the City Hall HVAC and Infrastructure project and
significant upgrades to improve bus traffic flow and enhance pedestrian safety at the King Street
Metrorail Station. Additionally, critical infrastructure upgrades will be completed at the
Chinquapin Aquatics Center, the Adult Detention Center, and the Courthouse. Planning and
design work will also begin on the Patrick Henry Recreation Center renovation project.

* New facilities (projects which expand the City’s physical asset inventory) total $21.7 million in
FY 2014. ACPS will receive $5.0 million to begin work at Patrick Henry to expand the capacity
of the school. Utilizing TIP funding, $3.25 million is budgeted for DASH buses which will
enhance and expand bus routes. The City will also continue to move forward with development of
the Potomac Yard Metrorail Station, with $2.0 million from the Special Tax District and
development contributions budgeted in FY 2014 to continue planning and design initiatives.

¢ Investments in our City’s information technology infrastructure totaling $6.3 million, including the
first year of funding for a new permit processing system, which will improve citizen access to on-
line information, inspection scheduling, and inspection results.

FY 2014 - 2023 CAPITAL IMPROVEMENT PROGRAM

The City Manager’s Proposed FY 2014 — 2023 CIP totals $1.142 billion ($1.084 billion for FY 2014-

2022 which is used for comparison in the table on the next page). The FY 2014 — 2022 $1.084 billion CIP
represents an $81.5 million, or 8.1% increase over the prior year planned FY 2014 — 2022 CIP. It does not
include $126.7 million in additional projects which would be funded with the additional three cents on the

tax rate (included in Attachment 2).

Revenue Source

*FY 2014 - 2022
City Council
Approved

FY 2014 - 2022
City Manager
Proposed

Difference

FY 2023
Only

Unrestricted Revenues
All Cash Sources and General
Obligation Bonds

$538,801,802

$607,232,189

$68,430,387

$48,109,019

*Restricted Revenues -
Sewer Fees, Transportation
Improvement Program (TIP),
Potomac Yard Special Tax
District/Development
Contributions and Bonds

$432,638,000

$419,965,000

($12,673,000)

35,025,000

Non-City —

Grants (State and Federal),
Private Capital Contributions,
Comcast Revenues

$31,978,500

$57,748,226

$25,769,726

$3,829,000

Totals

$1,003,418,302

$1,084,945,415

$81,527,113

356,963,019

*Represents FY 2014 - 2022 of the City Council Approved FY 2013 - 2022 Capital Improvement Program.

Capital Project highlights of the City Manager’s Proposed FY 2014 — 2023 CIP include:
* A total investment of $216.7 million in ACPS capital needs including $92.9 million for capacity
projects at Patrick Henry in FY 2014 — 2015 and a new facility in FY 2017 - 2018.
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A total investment of $539.8 million in transportation and transit infrastructure. The total
includes $272.8 million in FY 2014 2016 for the Potomac Yard Metrorail Station, and $56.6
million from the Transportation Improvement Fund (TIP) for expanded transportation and transit
infrastructure.

Recreation and Parks capital infrastructure is funded at $79.9 million over the ten year plan
and includes $23.3 million for open space acquisition, $14.1 million for the conversion of athletic
fields to synthetic turf along with turf replacement, $6.5 million to renovate the Patrick Henry
Recreation Center, and $4.0 million to repair the Windmill Hill Park Bulkhead.

An investment of $61.1 million is made for the City’s public safety facilities including $47.1
million for four fire station renovations. Additionally, replacement of large Fire Department
vehicles and apparatus is included in the CIP for the first time, totaling $18.2 million over
the ten-year plan.

Sanitary sewer and stormwater capital infrastructure needs are budgeted at $112.6 million
over the ten-year plan. It is important to note that these needs do not come close to adequately
addressing the federally mandated permit requirements the City will be required to meet, which
may total hundreds of millions of dollars over the next two to three decades.

DEBT SERVICE AND DEBT LIMIT ANALYSIS

As part of the development of the CIP, close attention is paid to the impact of funding decisions on the
City’s current debt limits and ratios, which were most recently revised by City Council on June 24, 2008.
For several years, City staff has communicated to City Council and the rating agencies that construction of
the Potomac Yard Metrorail Station will cause the City to exceed self-imposed debt limits. As
construction funding for the Potomac Yard Metrorail Station has been shifted to FY 2016, City Council
will need to consider how to update its debt limit policies in advance of this borrowing.

The analysis provided below shows the most widely used debt limit indicator, Debt as a Percentage of Fair
Market Real Property Value, which is a calculation of Outstanding City Debt divided by Gross Fair Market
Value of Real Property. Information is provided on the debt limit with and without borrowing for the
Potomac Yard Metrorail Station, as City staff must ensure planned borrowing without Potomac Yard
borrowing does not exceed adopted debt limits.

Debt a3 a Percentage of Falr Market Real Property Value (Qutstanding DebtGross Fair Market Value of Resl Property)

FY2014  FY2015  FYZ018  FY2007  FY2018  FY2019  FY2020  FY20l  FYaia  FYaon
Limk 160% 1.60% 1.60% 1.60% 160% 160% 160% 1.60% 160% 160%
Target 110% 1.10% 1.10% 1.10% 110% 110% 1.10% 1.10% 110% 110%
Including Polomac. Yard and Sanitary Sewers 152% 1.60% 2.28% 229% 231% 2.3% 2.23% 2.14% 204% 191%)
“Excluding Povmac Yard and hchuding Sewers 152% 1.60% 1.56% 1.61% 172% 1.69% 162% 1.56% 149% 136%
[Excluding Potomac Yard and Sanitary T45% 151% T40% 1.51% 1.60% 1.55% TaT% 1.40% 19% T0%)

* Sendary Sewer debt is backed with dedicated revenues for Senilary Sewers, they v considered similar to revenue bonds and nof counled aganst the Clly's debdl fimils

Based on the City Manager’s Proposed CIP, the City will be at its self-imposed debt limit (1.60%) without
Potomac Yard borrowing by FY 2018. For the first five years of the CIP (FY 2014 — 2018), any project
additions to the CIP must be from either cash sources, or planned projects would have to be delayed or
eliminated, as additional borrowing would cause the City to exceed debt limits in FY 2018. This cash
requirement applies to projects funded with both Restricted and Unrestricted revenues. The planning years
of the CIP (FY 2019 - 2023) show room for additional capacity; however, that will be dictated by the
growth in the real estate tax base and capacity to pay debt service from the General Fund.
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ADDITIONAL PROJECTS — THREE CENTS ON THE REAL ESTATE TAX RATE

As directed by City Council, a list of additional projects to be funded with an additional three cents on the
tax rate has also been prepared for consideration (Attachment 2). Approval of these projects along with
the corresponding revenue source (three cents on the real estate tax rate) would bring the total FY 2014 -
2023 CIP to $1.27 billion.

It is important to note that the annual additional operating impact has not been quantified for all of the
projects proposed to be funded with the additional three cents. It is likely that more than three cents
annually would be required to fund both the capital projects and the additional operating impact.
Furthermore, some of the projects listed are still in the conceptual stage, and solid project scopes or cost
estimates have not been developed, which would likely cause changes to the plan.

ATTACHMENTS:
Attachment 1: Summary of Funded Capital Projects by CIP Document Section
Attachment 2: Projects Funded with an Additional Three Cents on the Tax Rate
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