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DwiGHT C. JONES
MAYOR December 9, 2011

Members of the Governing Council and Citizens of the City of Richmond, Virginia:

We are pleased to present the City of Richmond's Comprehensive Annual Financial Report (CAFR) for the fiscal year ended
June 30, 2011. This report is intended to provide informative and relevant financial data to the residents of the City, the City
Council, investors, creditors and any other interested reader. It includes all statements and disclosures necessary for the reader
to obtain a thorough understanding of the City’s financial activities. The reader should pay particular attention to the required
Management's Discussion and Analysis, a narrative overview and analysis of the financial statements included in this document.
Any individual with comments or questions concerning this report is encouraged to contact the City of Richmond’s Department of
Finance at (804) 646-5629. This report may also be found online at www.richmondgov.com/finance.

The financial statements included in this report conform to the U.S. Generally Accepted Accounting Principles (GAAP)
established by the Governmental Accounting Standards Board (GASB). The City's management is responsible for the
establishment and maintenance of accounting and other internal controls to accomplish three purposes: ensuring compliance
with applicable laws and City policies, safeguarding assets, and properly recording reliable information for the preparation of the
City’s financial statements in accordance with GAAP. City management is responsible for the accuracy and fairness of the
presentation of the financial statements and other information as presented herein and, to the best of management's knowledge,
the data presented in this report is accurate in all material respects.

Cherry, Bekaert & Holland, LLP, a certified public accounting firm, audited the City’s basic financial statements. As an
independent auditor, Cherry, Bekaert & Holland, LLP rendered an unqualified opinion stating that the City's basic financial
statements for the fiscal year ended June 30, 2011 are fairly presented in all material respects, in conformity with GAAP. The
independent auditors’ report is presented as the first component of the Financial Section of this report.

The independent audit of the financial statements of the City is part of a broader, federal and state mandated “Single Audit’
designed to meet the special needs of federal and state grantor agencies. The standards goveming the Single Audit
engagements require the independent auditor fo report not only on the fair presentation of the financial statements, but also on
the government’s internal controls and compliance with legal requirements, with additional emphasis on the administration of
federal and state awards.

Overview of the City of Richmond, Virginia

The City of Richmond, incorporated in 1782, is a municipal corporation of the Commonwealth of Virginia and is the state capital.
The City occupies 62.46 square miles and serves a growing population of 204,214 as of the 2010 U.S. Census estimate. In the
Commonwealth, cities have sole jurisdiction over the entire area within their boundaries and operate independently of any county
government. There are no overlapping jurisdictions and consequently, citizens of Virginia cities are not subject to overlapping
debt or taxation.

Richmond, because of its location in the middle of the eastern seaboard, is within 760 miles of two-thirds of the nation’'s
population and less than 100 miles from the nafion’s capital. The City is ideally suited as a commerce hub because of the
intersection of Interstates 95, 64, and 295, two major rail freight lines, and Amtrak passenger service. The Port of Richmond and
Richmond International Airport provide water and air services to the region’s residents and businesses.

The results are a diverse economic base, including research and development, manufacturing, retail, services, law, distribution,
tourism, banking and state government, which contributes to a stable and positive business environment. Richmond is home to
the Fifth District Federal Reserve Bank and the Fourth Circuit U.S. Court of Appeals. Of Virginia’s 20 Fortune 500 companies,
three are headquartered in the City — Altria Group, Dominion Resources, and MeadWestvaco. Additionally, approximately one-
third of the Virginia’s Fortune 1000 Companies are also located within the greater Richmond region.
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Included among the accolades bestowed upon the Greater Richmond Area, Richmond maintained its ranking as one of the
nation’s 50 Best Places for Business and Careers and was ranked one of the 20 Happiest Cities for Young Professionals in
America, both by Forbes. The Wall Street Journal's MarketWatch named Richmond the 7t best metro center for business,
improving from 14t last year. Additionally, Richmond City was named the Best Small American City of the Future, and ranked
fifth for Small Cities Business Friendliness by Foreign Direct Investment Magazine’s North American Cities of the Future.

Several higher education institutions, including Virginia Commonwealth University (VCU) including its health system schools,
University of Richmond, Virginia Union University, Union Theological Seminary & Presbyterian School of Christian Education,
and J. Sargeant Reynolds Community College, are located within the City. VCU is home to nationally ranked graduate and first
professional programs including two ranked #1 by U.S. News & World Report, nurse anesthesia and sculpture.

This active educational environment supports the City’s flourishing cultural community, numerous sports and entertainment
attractions and one of the nation’s largest river park systems, ranking it among the “Best Places to Live and Work in America.”
The Virginia Museum of Fine Arts, located in the City’s Fan District, is home to the largest public Fabergé collection outside
Russia, was the only east coast venue selected to exhibit the “Picasso: Masterpieces from the Museé National Picasso, Paris’
collection, and is considered a top public museum.

The James River, which travels through Richmond, has made the City the only urban U.S. city with a conservation easement
along its downtown river. The City's James River Park system, with 550 acres, is host to the XTERRA triathlon and has been
recognized as the Southeast's Best Urban Park and named Best in Dirt for its running trails. In the summer of 2011, Richmond’s
professional baseball team, the Flying Squirrels won the West Division Champion Series, after just two years in Richmond.
Lastly, as the result of a tremendous collaboration between civic and business leaders and strategic partners, the City secured
the 2015 World Road Cycling Championship that is anticipated to have an economic impact of more than $135 million for the
Commonwealth of Virginia and attract nearly 500,000 spectators to the greater Richmond area.

Profile of the Government

On January 1, 2005 the City government was re-organized under a strong Mayor-Council form of government. Under the strong
Mayor form of government, the mayor serves as the chief executive officer and is responsible for the proper administration of city
government.

Since January 2009, the City’s focus has been on “Building a Better Richmond,” moving toward the goal of becoming a Tier One
City with a Triple-A (AAA) bond rating, and systematically implementing the building blocks required to accomplish these goals.
As this CAFR outlines, the City continues to make progress and is well on its way to achieving the goals set out nearly three
years ago — balancing the budget and actually adding to the undesignated fund balance in these difficult economic times,
maintaining existing tax rates, increasing delinquent tax collections, and lowering spending.

The City’s daily operations are directed by a Chief Administrative Officer who is appointed by the mayor and subject to the
consent of a majority of the members of Council. The Chief Administrative Officer serves at the pleasure of the mayor, carries
out the City Council’s policies and appoints administrative department heads as well as other officers and employees of the
administration.

The Council establishes local laws, provides government policy and oversight, and approves the city budget. The Council is
comprised of nine members elected from single member districts to serve four year terms. The President of Council and the
Vice-President are selected by a majority vote of its members every two years. The Council appoints the City Assessor, City
Auditor and City Attorney, who is the legal advisor to the Council, City administration, boards, commissions and agencies of the

City.



The City provides a full range of general governmental services for its citizens. These services include police and fire protection,
sanitation services, the construction and maintenance of roads, streets and other infrastructure, recreational activities and
cultural events. In addition to general government activities, the City’s gas, water and wastewater utilities are regional providers
of services to customers in the City as well as in the surrounding counties. The City government also provides the majority of the
funding for the public schools systems, though the schools are operated by a legally distinct entity and a separately elected
school board.

The City's CAFR includes all funds of the City, the primary government, as well as all of its component units. Six discretely
presented component units, the Richmond Ambulance Authority, the Port of Richmond Commission, Richmond Redevelopment
and Housing Authority, Richmond Behavioral Health Authority, Broad Street Community Development Authority, and School
Board of the City of Richmond, are included in the reporting entity because of the City’s financial accountability for these
organizations. These component units are reported in separate columns in the City’s basic financial statements. Additional
information concerning these legally separate organizations can be found in the notes to the financial statements.

Budget Process

The budget serves as the foundation for the City’s financial planning and spending control. The City adopts a biennial budget,
with amendments made in the second year of that biennium. Fiscal Year 2011 was the second year of the biennium. Proposed
Amendments to the biennial budget were presented to City Council in March 2010. City Council, through its Finance and
Economic Development Standing Committee, undertook an intensive review of the amended budget in a series of public
meetings and outlined their policy priorities. Prior to adopting the amended budget, a public hearing was held in April with
budget adoption in May 2010.

Legal budgetary restrictions are established at the governmental function (i.e. Department of Public Works), with effective
administrative controls maintained through detailed line-item budgets. Any revisions that alter the total budgeted amounts and/or
appropriations of any fund must be approved by the City Council. Budget to actual comparison are provided in this report for
governmental funds where an appropriated budget has been adopted. These comparisons are presented in the “Other Required
Supplementary Information” section of the financial statements.

In FY 2011, amendments to the budget were adopted and implemented to address accounting and organizational changes, as
well as addressing changes in the economy and subsequent changes to revenue. For example, the conversion of Risk
Management from an internal service fund to an organization within the General Fund was completed, additional state shared
sales tax revenue for Richmond Public Schools was appropriated, and prior year budgetary surplus was appropriated to address
necessary infrastructure improvements. These amendments and others were accomplished throughout the fiscal year.

Expenditures

For the most part, agencies did stay within range of their amended budget. In most cases where agencies exceeded their
amended budgets, these additional expenditures were related to agencies portion of unemployment costs as a personnel cost
adjustment. Exhibits H-1 and H-2 located in the financial section of this report provides budgetary comparison information for the
City’s General Fund agencies.

Revenue
As part of the City’s Well Managed Government building block, many improvements have been made in the area of financial
management. Building on improvements made during FY 2010, including continued utilization of a five-year forecast for financial

planning and the implementation of a comprehensive tax compliance plan, the City improved current and delinquent real estate
tax collections through the implementation of twice-per-year real estate tax billing and a one-time tax amnesty program.



FY 2011 General Fund revenues ended the year within 0.4 percent or $2.3 million less than the amended budget. Improved
collections of current and delinquent real estate taxes were a key driver for offsetting the continued declines in payments from
the state, particularly Social Services related revenue. Current and delinquent personal property tax revenue was also
significantly less than budgeted, due to the absence of a third-party collection agency since January 2011, further contributing in
offsetting the positive gains in real estate tax revenue.

In addition to the variances discussed above, revenue was reclassified from consideration as personal property tax revenue to
real estate tax revenue. This change was driven by changes in revenue reclassification by the State Corporation Commission,
the organization that assesses the value of this respective property. Moving forward, this reclassification will continue, in line
with best practices utilized by other Tier-One cities and counties throughout the Commonwealth.

Economic Overview

The slower than anticipated recovery that has followed the December 2007 — June 2009 recession, continues to present the City
with a number of challenges, including reduced revenues and an increased demand for services. The City’s leadership chose
not to raise taxes to address these challenges in FY 2011 and placed additional emphasis on providing additional services to
citizens. As a result, budget and spending adjustments were made. Increased emphasis was placed on collecting revenues
owed to the City, debt service savings were maximized, and available revenues were utilized for strategic investments that will
have long-term benefits for the City.

Since 2004, Richmond gained an average of 1,000 jobs per year. As in other localities, employment data began reflecting the
economic downturn in the second half of 2008 with Richmond hitting its lowest employment level - 90,572 jobs — in December
2009. Eighteen months later, at the end of fiscal year 2011, Richmond had regained a third of the jobs lost and was trending in a
positive direction. The unemployment rate (not seasonally adjusted) for Richmond has hovered close to the national level
throughout the recession, at times lower and at other times slightly higher. By the end of the fiscal year, unemployment rates
were also improving, in spite of typical seasonal trends that would result in an increase in unemployment during summer months.

The average single family home price June 2011 year-to-date was 1.3 percent over the last year's average. Home sales were
unusually high during the first half of 2010 due primarily, to the homebuyer's federal tax credit thus in part contributing to the 9.2
percent decline in number of home sales year-to-date. The number of single family homes sold through June 2011 year-to-date,
as compared with the same period in 2010, improved in two of five price groups. Of all the single-single family homes sold year-
to-date, 79.6 percent were priced under $300,000, compared to 82.4 percent last year, as the number of higher priced homes
(those over $300,000) sold continues to rise.

Major Initiatives and Accomplishments:
Well Managed Government

In fiscal year 2010, the Mayor outlined his vision of making Richmond a Tier One City through a series of changes in the way
government operates. This vision included running a top-notch, well managed organization grounded in accountability and
strong financial management that serves the community, runs the business, manages resources and develops employees. In
FY 2011, the City implemented the Mayor’s vision with a comprehensive tax compliance program, a one-time tax amnesty
program, and twice-per-year real estate billing. Collectively these programs improved the current real estate tax collection rate
and collections of delinquent real estate tax revenue.

Throughout the fiscal year, a number of actions that were initiated in FY 2010 were continued in FY 2011 including: the
continued utilization of a five-year revenue and expenditure forecast, quarterly financial reports including an economic outlook;
and introduction and adoption of a structurally balanced budget that maintains core services, protects the fiscal integrity of the
City, ensures the City is poised for future growth, and budgets for priorities, just to name a few. Moving forward to fiscal year
2012 the Administration will expand on these accomplishments, making strides toward achieving a goal of a Tier One City with a
well managed government and a AAA bond rating.



Financial Policies and Guidelines

The following policies and guidelines represent principles and practices that guide the City and help to foster the City’s financial
stability. These are not the only financial guidelines, but are those that have had a major impact in recent years or will have a
major impact on the City’s future financial positions. For a complete listing of the City's Financial Guidelines, please see the
City's website www.richmondgov.com.

Fund Balance Guidelines

As of June 30, 2011, the Unassigned Fund Balance was $64.1 million, which equaled 10.1 percent of the adopted general fund
budgeted expenditures including transfers. The City considers the Unassigned Fund Balance to be comprised of funds that have
no limitations or restrictions or planned use. Fiscal year 2011 is the first year in which GASB 54 requirements are implemented.
Based on recommendations from the Mayor, the Council adopted several new fiscal policies, including: spend policy. (GASB 54
requires local governments to classify fund balance into five categories that are based on how the respective balances may be used.
This new classification implementation was required in FY 2011 and additional information related to the implementation of GASB 54
can be found in the Notes to the Financials.)

The Unassigned Fund Balance (prior to the implementation of GASB 54), as a percent of the Adopted General Fund Budget has
been:

FY 2006: 7.6%
FY 2007: 7.7%
FY 2008: 7.5%
FY 2009: 7.4%
FY 2010: 9.4%

The City has had a fund balance policy in place since 1988 (the “Fund Balance Policy”). The current policy has been in place since
2001, and will continue to be reviewed as appropriate. The Fund Balance Policy requires an Unassigned fund balance (the
“Undesignated Fund Balance” prior to GASB 54) of at least seven percent of budgeted General Fund expenditures. The Fund
Balance Policy provides that:

e The Mayor will prepare and administer General Fund budgets that will provide operating surpluses of 0.5% of
expenditures until the Unassigned Fund Balance reaches at least 7% of budgeted expenditures.

e  The Council, in adopting a General Fund budget, will provide that General Fund budget operating surpluses be no less
than those recommended by the Mayor in the General Fund budget submitted to the Council.

No appropriations will be made from the Unassigned Fund Balance until the 7% goal has been reached.

o The City will not appropriate any amount from the Unassigned Fund Balance until at least one year after the accumulation
of the 7% Unassigned Fund Balance and then only if faced with an unusual, unanticipated and otherwise seemingly
insurmountable hardship.

Debt Guidelines

The City has a debt policy that has become an integral part of the City’s financial management and capital budgeting process. The
policy states:

e The amount of General Fund supported debt service will not exceed 10% of total General Fund budgeted revenues.
e Per capita General Fund supported debt will not exceed 7% of per capita income.

e Total outstanding general obligation debt will not exceed 7.5% of total taxable real estate value.



e  General Fund supported debt will not exceed the useful life of the project to be funded, with @ maximum maturity of 30
years.

e  General Fund supported debt will be structured in a manner such that not less than 60% of the outstanding debt will be
retired within 10 years.

A. No Overlapping Debt

The City is a separate and distinct political unit and is autonomous and independent of any county or any other political subdivision
of the Commonwealth. The City is not coterminous with or subject to, any county or school district taxation and is not liable for any
indebtedness other than its own.

B. Legal Debt Margin

Article VII, Section 10 of the Constitution of Virginia provides that the legal general obligation debt limit for cities is ten percent of the
last preceding assessment for real estate taxes.

The City’s legal debt margin is computed as follows:

10% of Assessed Value of Taxable Real Estate as of January 1, 20111 $1,988,745,212
Less: Bonds and Notes Payable?3 703,768,481
Legal Margin for Creating Additional Debt $1,284,976,731

1 Source: City Assessor for Real Estate

2 Does notindude $554,658,872 of City of Richmond Public Utility Revenue Bonds, $13,170,000 of Certificates of
Participation and $9,068,116 of Lease Revenue Bonds that by State law are not required to be included in calculations
for legal margin for creation of additional debt

3 As of June 30, 2011.

C. Short-Term Debt

In the past, the City had annually issued notes in anticipation of the receipt of personal property and real estate taxes to finance
current operations. The City had issued revenue anticipation notes in amounts ranging between $45.0 million and $75.0 million with
maturities of less than one year in each of the last twenty fiscal years. With the successful transition to twice a year real estate tax
billing in fiscal year 2011, the City ended the practice of utilizing revenue anticipation notes.

The City uses a $100.0 million Commercial Paper Bond Anticipation Note Facility to provide interim financing for Capital
Improvement Plan (CIP) projects. Debt issued on this facility is refinanced periodically as General Obligation Bonds. As of June 30,
2011, the City had $63.0 million of Commercial Paper Notes outstanding.

D. Long-Term Debt

Bonds of the City, including general obligation bonds, serial equipment notes and certain public utility bonds, and commercial paper
notes are direct general obligations, to which the full faith and credit of the City are pledged. The Council is authorized and required,
unless other funds are lawfully available and appropriated for timely payment, to levy and collect on all property taxable by the City
such ad valorem taxes as may be necessary to pay when due the principal of, premium, if any, and interest on such bonds and
notes as the same shall become due and payable. The City has never defaulted in the payment of principal, premium, or interest on
any debt.

Enterprise Funds and Internal Service Funds pay from user fees the principal of and interest on certain general obligations bonds,
revenue bonds and serial equipment notes issued for the program purposes of each fund. All other monies for the principal of and
interest on such debt are appropriated in the General Fund budget. No long-term bonds are sold to finance current operations.

Vi



E. Authorized but Unissued Bonds and Notes

As of June 30, 2011, the City had a total of $442,620,240 in authorized, but unissued, general obligation bonds or revenue
bonds, including $256,695,240 to be issued as self-supporting revenue bonds to finance self-supporting public utility projects,
$175,000,000 to be issued as General Fund supported general obligation bonds and $100,000,000 of general obligation bonds
to repay a like amount of bond anticipation notes. The City also had authorization to issue $10,925,000 of general obligation
five- and seven-year notes to finance the purchase of equipment and vehicles.

Cash Management

The City pools its cash in order to maximize its investment opportunities, resulting in greater flexibility and a better investment
return. Investments consist primarily of repurchase agreements, U.S. government obligations and U.S. government guaranteed
investments. All repurchase agreements are collateralized by United States government securities. Interest earned on pooled
cash is allocated to the various participating funds based upon their net annual equity in pooled cash.

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of Achievement
for Excellence in Financial Reporting to the City of Richmond, Virginia for its Comprehensive Annual Financial Report for the
fiscal year ended June 30, 2010. This was the 27" consecutive year that the government has received this prestigious award.
In order to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting principles and applicable
legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR continues to meet the
Certificate of Achievement Program’s requirements and we are submitting it to GFOA to determine its eligibility for another
certificate.
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DwWIGHT C. JONES MANAGEMENT REPORT ON RESPONSIBILITY
MAYOR FOR FINANCIAL REPORTING

The management of the City of Richmond has the responsibility for preparing the accompanying financial statements
with integrity and objectivity. The School Board of the City of Richmond, Richmond Ambulance Authority, Port of Richmond
Commission, Richmond Behavioral Health Authority, and Richmond Redevelopment and Housing Authority are under the direct
control of their respective governing boards and management. The financial statements were prepared in accordance with
accounting principles generally accepted in the United States of America, and to the best of our knowledge are not materially
misstated. The financial statements include amounts that are, in some instances, based on management's best estimates and
judgments. Management also prepared the statistical information in this annual report and is responsible for its accuracy and
consistency with the financial statements.

The City’s financial statements have been audited by Cherry, Bekaert & Holland, L.L.P. (CB&H), independent certified
public accountants, selected by the City Council. Management has made available to CB&H all of the City’s financial records
and related data as well as the minutes of the City Council meetings. Furthermore, management believes that all
representations made to CB&H during its audit were valid and appropriate.

Management of the City is responsible for establishing and maintaining a system of internal controls that provides
reasonable assurance as to the integrity and reliability of the financial statements, the protection of assets from unauthorized use
or disposition, and the prevention and detection of fraudulent financial reporting. The system of internal controls should provide
for appropriate division of responsibility that is communicated to employees with significant roles in the financial reporting
process and updated as necessary. Management continually monitors the system of internal controls for compliance.

The City maintains an internal auditing program through the City Auditor. The City Auditor independently assesses the
effectiveness of internal controls and recommends possible improvements thereto. Management has considered the City
Auditor's and CB&H’s recommendations concerning the City’s system of internal control and has taken actions that we believe
are cost-effective in the circumstances to respond appropriately to these recommendations.

Management also recognizes its responsibility for fostering a strong ethical climate so that the City's affairs are
conducted according to the highest standards of personal and City conduct. Management communicates ethical standards to
employees through personnel rules, administrative regulations, and city law.

)
/

-:'/ E . /r 3 | .ﬂl
Dwight)C. Jones </ Byfon C Marshall

‘Mayor Chief Administrative Officgr
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Independent Auditors’ Report

To the Honorable Members of the City Council The Honorable Mayor of the
City of Richmond, Virginia City of Richmond, Virginia

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Richmond, Virginia (the “City”), as of and for the year ended
June 30, 2011, which collectively comprise the City’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City’s management. Our
responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the Richmond Behavioral Health Authority and the Richmond
Redevelopment and Housing Authority, which represent 66.53%, 26.58% and 86.71%, respectively, of
the total assets, revenues, and net assets of the aggregate discretely presented component units. Those
financial statements were audited by other auditors, whose reports have been furnished to us, and our
opinions insofar as they relate to the amounts included for the Richmond Behavioral Health Authority
and the Richmond Redevelopment and Housing Authority are based solely on the reports of the other
auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America, the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, and the Specifications for Audit of Counties,
Cities and Towns, issued by the Auditor of Public Accounts of the Commonwealth of Virginia. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The financial statements of the Richmond
Ambulance Authority, a discretely presented component unit, were not audited in accordance with
Government Auditing Standards. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred
to above present fairly, in all material respects, the financial position of the governmental activities, the
business-type activities, the discretely presented component units, each major fund, and the aggregate
remaining fund information of the City as of June 30, 2011, and the respective changes in financial
position, and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

As reflected in the notes to the financial statements, the City adopted Governmental Accounting
Standards Board Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions
effective July 1, 2010. Also, as discussed in note 17, a prior period adjustment has been made to
beginning net assets for governmental activities.






In accordance with Government Auditing Standards, we have also issued our report dated December 9,
2011 on our consideration of the City’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, 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 results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be considered in conjunction with this
report in considering the results of our audit.

The Management’s Discussion and Analysis, the budgetary comparison schedules, and the other
required supplementary information included in the table of contents are not a required part of the basic
financial statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit this information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The introductory section, supplementary
information - combining and individual nonmajor fund statements and schedules, and statistical section,
are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining and supplementary section - individual nonmajor fund statements and
schedules have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory and statistical sections have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we express
no opinion on them.

Bekaerk ¢ Hollanol LLP

Richmond, Virginia
December 9, 2011

’






CITY OF RICHMOND, VIRGINIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2011

The following discussion and analysis, provided by the City’s management, presents a narrative overview and analysis of the
financial activities of the City for the fiscal year ended June 30, 2011. City management encourages readers to consider the
information presented here in conjunction with the information presented in the transmittal letter at the front of this report and the
City’s basic financial statements, which follow this section.

FINANCIAL HIGHLIGHTS FOR FY 2011
General Fund

At the end of Fiscal Year 2011, the unassigned fund balance for the General Fund was $64.1 million, or 10.1% of the FY 2011
General Fund Budget. The unassigned fund balance increased by $4.6 million from FY 2010, primarily as a result of increased
fiscal controls throughout the year that, in turn, ensured the City exceeded its City Council adopted appropriations to be carried
to FY 2012. This positive variance was due, in part, to increased efforts to collect current and delinquent real estate taxes
through the implementation of the City’'s comprehensive tax compliance plan which included a one-time tax amnesty program
and the successful implementation of twice per year real estate tax billing in addition to spending controls over General operating
expenditures which were less than budget.

e  General property tax revenues (real estate and personal property taxes) comprise 43.5% of General Fund revenue.
Revenues from general property taxes in FY 2011 increased 0.2% (rounded) from FY 2010. Real estate revenues in
the General Fund were $232.7 million; personal property taxes were $48.5 million (including delinquent taxes). The
assessed value of taxable property was unchanged at $23.3 billion, from tax year 2010.

e Approximately $47.8 million was transferred to the Debt Service Fund to support the City's Capital Improvement
Program. Other sources of revenue for the Debt Service Fund totaled $2.2 million.

Governmental Activities

e On a government-wide basis for governmental activities, the City had expenses net of program revenue of $500.8
million. General revenues and transfers totaled $451.3 million resulting in a decrease in net assets of $49.5 million
(Exhibit B)

e During the fiscal year ended June 30, 2011, $110.8 million in new General Obligation Bond debt was issued to provide
funding for public improvements, primarily City and School Board facilities, infrastructure and economic enhancement
projects. This City is rated Aa2 by Moody’s Investors Service, AA by Standard and Poor’s, and AA+ by Fitch for
General Obligation Debt.

e Unrestricted net assets increased from $67.4 million to $71.4 million, due primarily to budgetary savings during the
fiscal year.

Business-type Activities

e The net assets of the City’s business-type activities increased by $18.7 million during fiscal year 2011 and totaled
$446.7 million. (Exhibit B)

e The gas, water, wastewater and storm water utilities provided $81.1 million to their capital improvement programs.
Entity-wide

e The City’s total net assets, excluding component units, on a government-wide basis, totaled $729.2 million at June 30,
2011, a decrease of 4.1% over June 30, 2010 restated balance (Note 17). Most of these net assets are invested in
capital assets or are restricted for specific purposes.



OVERVIEW OF THE FINANCIAL STATEMENTS

The City’'s Comprehensive Annual Financial Report (CAFR) consists of three sections: introductory, financial, and statistical. As
illustrated in the following chart, the financial section of this report consists of (four) components: management’s discussion and
analysis (this section), the basic financial statements, notes to the financial statements, and required supplementary information.

Management's Discussion & Analysis
(MD&A)

| |
|| Basic Financial Statements ||

| | | |
Government-wide Fund
Governmental Activities (Full Accrual) Governmental (Modified Accrual)
Business-Type Activities (Full Accrual) Proprietary (Full Accrual)

Fiduciary (Full Accrual)

" Notes to the Financial Statements "
1

|| Required Supplementary Information

(Other than MD&A)

The City’s financial statements present a focus on the City as a whole (government-wide) as well as the major individual funds.
The government-wide financial statements provide both long-term and short-term information about the City’s overall financial
status. The fund financial statements focus on the individual parts of the City government, reporting the operations of the City in
more detail than the government-wide statements. Both perspectives, government-wide and individual fund, allow the user to
address relevant questions, broaden the basis for comparisons, year to year or government to government, and enhance the
City’s accountability.

In February 2009, GASB issued Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definition. This
important new standard has left unchanged the total amount reported as fund balance, but has substantially altered the
categories and terminology used to describe its components. In FY 2011 the City adopted this provision, which will assist the City
in taking an approach that will focus on the extent to which the government is bound to honor constraints on the specific
purposes for which amounts in the fund can be spent.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the City’s finances in a
manner similar to a private-sector business. Government-wide financial reporting consists of two statements: the Statement of
Net Assets and the Statement of Activities. The Statement of Net Assets includes all of the City's assets and liabilities, both
short-term and long-term. The Statement of Activities reports all of the current year's revenue and expenses as soon as the
underlying event for recognition occurs, regardless of the timing of the related cash flows.

o  Over time, the increase or decreases in the City’s net assets can be an indicator of the City’s financial condition.

o  CAFR users should also consider additional non-financial factors in assessing the overall health of the City.



The City’s government-wide financial statements are divided into three categories:

Governmental Activities — Most of the City’s basic services including Police, Fire, Economic and Community
Development, Parks, Recreation and Community Facilities, Social Services, and general administration are reported
here. The majority of these activities are supported by property taxes, other local taxes, and federal and state funding.

Business-type Activities — The City’s gas, water, wastewater, stormwater, coliseum, and cemeteries are reported
here. Fees are charged to customers to help cover the costs of providing these services.

Component Units — Six separate legal entities are included in this report — The City of Richmond School Board, the
Port of Richmond Commission, the Richmond Ambulance Authority, the Richmond Behavioral Health Authority, the
Broad Street Community Development Authority and Richmond Redevelopment and Housing Authority.  Although
legally separate, these “component units” are important because the City is financially accountable for them, and
provides operating and capital funding.

Fund Financial Statements

The fund financial statements provide detailed information about the City’s most significant funds and not the City as a whole.
Funds are an accounting tool that the City uses to track resources that are segregated for specific activities or objectives. Some
funds are required by state law or by bond covenants. Other funds are established to control and manage money for particular
purposes or to show that the City is using specific revenue sources such as taxes and grants for their intended purposes. The
City has three types of funds:

Governmental Funds — The General Fund, Debt Service Fund, Capital Projects Fund and Special Revenue funds are
governmental funds. These funds’ statements focus on near-term inflows and outflows of spendable resources as well
as balances of spendable resources available at the end of the fiscal year. Additional information is provided at the
bottom of these statements that explains the relationship between the long-term focused government-wide statements
and the short-term focused governmental fund statements.

Proprietary Funds — Services for which the City charges customers a fee are generally reported in proprietary funds.
Like the government-wide statements, proprietary funds statements provide both long and short-term financial
information. The City maintains two types of proprietary funds:

o Enterprise Funds - Similar to business-type activities included in the government-wide statements, the
enterprise fund financial statements provide more detail and additional information, such as cash-flow.

o Internal Service Funds — The City uses Internal Service Funds to report activities that provide supplies and
services for the City’s other programs and activities.

Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. These fiduciary activities are excluded from the City's government-wide financial statements because the
City cannot use these assets to finance its operations. The City maintains two Fiduciary Funds:

o Trust Funds - Provides retirement and disability benefits for all vested full time employees and is a deferred
compensation plan created in accordance with the Internal Revenue Code (IRC) Section 457.

o Agency Funds — Agency Funds are custodial in nature and do not present results of operations or have a
measurement focus. The Agency Funds consist of the assets and liabilities of several organizations for
which the City serves as fiscal agent, such as the Department of Parks, Recreation and Community
Facilities, the Department of Public Works and the Law Department.

Notes to the Financial Statements

The notes to the financial statements provide information that is essential for a full understanding of the information provided in
the government-wide and fund financial statements. The notes also present certain required supplementary information



GOVERNMENT-WIDE FINANCIAL ANALYSIS
Schedule of Net Assets

The City's assets exceeded liabilities by $729.2 million at the close of the most recent fiscal year. This represents a 4.1%
decrease over the prior year. The following table reflects a summary of the City’s net assets at June 30, 2011 and 2010 (in

millions):
Table 1
City of Richmond's Schedule of Net Assets
as of the Fiscal Year Ended June 30,2011 and 2010
(In Millions)
Gover'nrr?ental Busme's.s'-Type Total Primary Government
Activities Activities
2011 2010 2011 2010 2011 2010
Current and Other Assets $ 2779  $ 2670 $ 3006 $ 336.0 $ 5785 $ 602.9
Capital Assets, Net 7741 741.3 1,061.4 1,016.0 1,835.5 1,779.3
Total Assets 1052.0 1008.3 1362.0 1352.0 2,414.0 2,360.3
Current and Other Liabilities 2134 185.6 76.9 79.0 290.4 264.6
Long-Term Debt Outstanding 556.1 490.6 838.4 845.0 1,394.5 1,335.6
Total Liabilities 769.5 676.2 915.3 924.0 1,684.8 1,600.2
Net Assets:
Invested in Capital Assets, Net of
Related Debt 198.5 258.8 381.9 369.7 580.4 650.5
Restricted 12.6 5.8 - - 12.6 5.8
Unrestricted 714 67.4 64.7 58.3 136.2 125.7
Total Net Assets, As Restated $ 2825 $ 3320 § 4467 $ 4280 $ 7292 § 760.0




Schedule of Activities

The City’s total revenue (excluding transfers) decreased over the prior year by $2.3 million (0.2%) to $992.1 million. The total
cost of all programs increased by $54.8 million (5.7%) to $1,023.0 million. The following table shows the revenue and expenses

of the governmental activities for the fiscal years ended June 30, 2011 and 2010 (in millions):

Revenues:
Program Revenues:
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions
General Revenues:
Property Taxes
Intergovernmental
Other Taxes
Investment Income
Miscellaneous

Total Revenues

Expenses:

Primary Government:
General Government
Public Safety and Judiciary
Highway, Street, Sanitation, and Refuse
Human Services
Culture and Recreation
Education
Transportation
Interest and Fiscal Charges
Business-type Activities

Total Expenses

Increase (Decrease) in Net Assets Before Transfers
Transfers

Changes in Net Assets
Net Assets, Beginning of Year, As Restated
Net Assets, End of Year

Table 2
City of Richmond's Schedule of Activities
For the Fiscal Year Ended June 30,2011 and 2010

(In Millions)
Governmental Business-Type Total
Activities Activities Primary Government
2011 2010 2011 2010 2011 2010
$ 856 § 836 § 2981 § 3025 $ 3837 $ 386.1
154.2 151.9 15.0 14.6 169.2 166.5
73 55 73 55
255.6 269.3 255.6 269.3
0 2 0 2
172.9 163.7 172.9 163.7
2 A 9 1.1 1.1 1.2
1.1 2 12 1.7 2.3 1.9
676.9 674.5 315.2 319.9 992.1 994.4
135.6 137.8 1356 137.8
178.1 175.8 178.1 175.8
104.1 61.5 104.1 61.5
95.3 93.7 95.3 937
285 26.0 285 26.0
173.2 163.6 1732 163.6
116 11.6 116 11.6
214 20.2 - - 214 20.2
2751 277.9 27541 2779
7479 690.3 2751 277.9 1,023.0 968.1
(71.0) (15.8) 40.1 42.0 (30.9) 26.2
215 22.3 (21.5) (22.3)

(49.5) 6.6 18.7 19.7 (30.9) 26.2
332.0 347.4 428.0 408.3 760.0 755.7
$ 2825 § 3540 § 4467 $ 4280 $ 7292 § 782.0




REVENUE

For the Fiscal Year ended June 30, 2011, revenue from governmental activities totaled $698.4 million (including transfers), an
increase of $1.6 million, or 0.2% over fiscal year 2010. This increase in revenue is due primarily to increased tax revenue as a
result of improved collections of delinquent taxes and a one-time windfall of the bank franchise tax, partially offset by declines in
intergovernmental revenue consisting mostly of payments from the Commonwealth, and lower BPOL payments.

General property taxes, the City’s largest revenue source, were $255.6 million, a decrease of 5.1% from the previous year.
Included in these taxes are real and personal property levies, which were payable in January, June, and May of the fiscal year.
This revenue decrease is primarily due to a one-time amnesty program and implementation of the City’s comprehensive tax
compliance program thus resulting in an increase in allowance for doubtful accounts. The personal property tax rate was $3.70
per $100 of assessed value (100% of fair market value). The real estate tax rate was $1.20 per $100 of assessed value (100%
of fair market value) during the fiscal year. The real estate tax rate was last changed in 2008.

The “Other Taxes” revenue category, which includes taxes on general sales, utility purchases, hotel rooms, restaurant meals,
and amusements totaled $172.9 million. This total represents a $9.2 million increase over the previous year, or 5.6%.

Business-type activities produced total revenue of $315.2 million, a decrease of $4.7 million from fiscal year 2010. The largest
business-type source of revenue is charges for services (program revenue).

Primary Government Sources of Revenue
June 30, 2011

Miscellaneous
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EXPENSES

For the fiscal year ended June 30, 2011, expenses for governmental activities totaled $747.9 million, an increase of $57.6 million
from fiscal year 2010. Included in this activity are employee compensation and benefits and payments for educational expenses

to the School Board.

Expenses for the City’s business-type activities totaled $296.5 million (including transfers), a decrease of $3.7 million from fiscal
year 2010, which provided gas, water, and wastewater services as well as cemetery and coliseum operations.

Primary Government Functional Expenses
June 30, 2011
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FINANCIAL ANALYSIS OF THE FUND STATEMENTS

For the fiscal year ended June 30, 2011, the governmental funds reflect a combined fund balance of $85.8 million, a decrease of
$7.9 million over fiscal year 2010. Included in the combined fund balance is the General Fund which accounts for $96.6 million
of the total combined balance. This is a 27.1 percent increase over the General Fund balance of $76.0 million recorded at June
30, 2010.

The current General Fund Balance was impacted by General Fund Revenues, which increased by $7.3 million from fiscal year
2010. This increase was due to increases in tax revenue as a result of improved collections of delinquent taxes and a one-time
windfall of the bank franchise tax.

General Fund expenditures increased $1.8 million or 0.3 percent over fiscal year 2010. To control expenses during FY 2011 the
City funded no pay increase, implemented additional hiring controls, and utilized low-cost debt financing.

GENERAL FUND BUDGETARY HIGHLIGHTS

Table 3
City of Richmond's Budgetary Comparison
General Fund
For the Fiscal Year Ended June 30,2011 and 2010

(In Millions)
Original Budget Amended Budget Actual Posilize .(Negative)
Variance
2011 2010 2011 2010 2011 2010 2011 2010
Revenues:

Property Taxes § 2619 § 2494 § 2619 $§ 2494 § 2663 $ 2621 § 44§ 127
Other Taxes 158.3 159.6 160.3 159.6 167.5 163.6 7.2 40
Intergovernmental 116.4 120.6 117.3 120.6 1121 111.8 (5.2) 8.8)
Miscellaneous 98.3 96.6 104.8 100.8 96.3 97.0 (8.5) (3.8)
Other Financing Sources 24 38 37 3.8 35 3.8 (.2) A

Total Revenues and Other Financing Sources $ 6373 $ 6300 $ 6480 $ 6342 $ 6457 $ 6384 $ (23) $ 4.2

Expenses:

General Government $ 665 $§ 763 $§ 710 $ 783 $ 678 § 757 § 32 § 26
Public Safety and Judiciary 160.4 154.2 160.2 156.6 157.4 155.8 28 8
Highway, Street, Sanitation, and Refuse 57.7 452 59.9 475 56.9 46.0 3.0 14
Human Services 76.8 749 69.5 741 68.5 66.4 1.0 7.7
Culture and Recreation 20.9 19.7 215 203 21.0 20.0 5 2
Education 149.1 153.2 150.6 151.3 150.6 151.3 - -
Non-Departmental 46.4 428 57.9 47.7 43.6 46.5 14.2 12
Other Financing Uses 59.4 63.6 59.5 59.9 59.3 61.6 2 (1.7)

Total Expenses and Other Financing Uses $§ 6373 $§ 6300 $§ 6501 $ 6357 $§ 6251 $§ 6233 §$ 250 § 124

Revenue and other financing sources exceeded expenditures and other financing uses by $20.6 million in the General Fund for
fiscal year 2011. Actual General Fund revenues were below the amended budgeted revenues by $2.3 million during fiscal year
2011. This decrease is primarily attributable to continued declines in payments from the state and reduced collections in current
and delinquent personal property tax revenue, due to the absence of a third-party collection agency since January 2011, further
contributing in offsetting the positive gains in real estate tax revenue.

Actual General Fund expenditures and other financing uses were less than the amended budget by $25.0 million. This variance
was due in part to programmatic and operational savings resulting from improved fiscal compliance and controls.
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Capital Assets Not Being Depreciated:
Land and Land Improvements
Construction In Progress
Works of Art/ Historical Treasures

Total Assets Not Being Depreciated

Capital Assets Being Depreciated:
Infrastructure
Buildings and Structures
Equipment and Other Assets
Improvements Other Than Buildings

Total Other Assets

Less Accumulated Depreciation For:
Infrastructure
Buildings and Structures
Equipment and Other Assets
Improvements Other Than Buildings

Total Accumulated Depreciation

Total Capital Assets Being Depreciated, Net

Total Capital Assets, Net

CAPITAL ASSETS

At the end of fiscal year 2011, the City’s governmental activities, including Internal Service Funds, had net capital assets totaling
$774.1 million, which represents a net increase of $32.8 million, or 4.4 percent over the previous fiscal year-end balance as
restated (Note 17). The increase was primarily due to the acquisition of the Community Development Authority’s assets which
included three parking garages and two surface parking lots. (Note 7)

Table 4
City of Richmond's Capital Assets
For the Fiscal Year Ended June 30,2011 and 2010 (As Restated)

(In Millions)

Governmental Activities Business-type Activities Total
2011 2010 2011 2010 2011 2010
$ 435 § 350 $ 165 $ 16.5 60.0 $ 51.5
180.1 1443 197.8 160.9 378.0 305.3
6.9 6.9 6.9 6.9
230.6 186.3 2143 177.4 444.9 363.7
745.3 742.0 - - 745.3 742.0
465.7 4455 1,360.6 1,323.2 1,826.3 1,799.7
108.5 104.6 55 5.5 114.0 110.2
11.8 10.3 11.8 10.3
1,331.3 1,302.4 1,366.2 1,328.7 2,697.4 2,662.1
453.0 438.7 - - 453.0 438.7
254.9 2331 511.0 483.9 765.9 726.1
76.2 72.7 8.0 6.2 84.2 78.9
37 3.0 37 3.0
787.7 7475 519.1 490.1 1,306.8 1,246.6
543.5 555.0 8471 838.6 1,390.6 1,415.5
$ 7741 § 7413 § 10614 § 1016.0 1,835 §  1,779.3

The business-type activities capital assets grew by $45.4 million to $1,061.4 million, an increase of 4.5 percent over the previous
fiscal year. The City’s business-type activities are made up of the City's Gas, Water, Wastewater, Stormwater, Coliseum,
Cemeteries and Stores and Transportation internal service fund. (Note 7)
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LONG-TERM DEBT

During the fiscal year 2011, the City issued $110.8 million in new General Obligations Bonds and Notes for the purposes of
refunding existing debt at a lower cost to the City’s General Fund and to provide funding support for public improvements,
including City and School Board facilities, and infrastructure and economic enhancement projects.  As of June 30, 2011, the
three credit rating agencies have rated the City’'s General Obligation Debt Aa2 by Moody’s Investors Service, AA by Standard
and Poor’s, AA+ by Fitch. Additional Information can be found in the Notes to the Financial Statements; Note 8 — Obligations.

State statues limit 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 as of June 30, 2011 is significantly below this limit with total outstanding of $703.8
million, excluding Public Utility Bonds, Certificates of Participation or Lease Revenue Bonds, as compared to a limit of $1,988.7
billion.

Table 5
City of Richmond's Long-Term Obligations
For the Fiscal Year Ended June 30, 2011
Primary Government - Governmental Activities

Balance Balance Due Within
July 1, 2010 Additions Deletions June 30, 2011 One Year
General Obligation Bonds (GO) $ 398,349,685  $ 80,400,000 § 27,985,998 § 450,763687  $ 28,870,477
General Obligation Bonds - Refunding - 17,670,750 17,670,750 - -
Premium (Discount) on Debt Issued, Net 14,848,062 4,441,245 1,095,054 18,194,253 1,305,518
General Obligation Serial Equipment Notes Payable 7,220,000 6,500,000 1,940,000 11,780,000 3,240,000
Certificates of Participation 13,980,000 - 810,000 13,170,000 845,000
Qualified Zone Academy Bonds 2,602,293 - 192,480 2,409,813 192,480
Virginia Public Schools Authority Bonds 1,916,098 - 231,555 1,684,543 233,709
Advantage Richmond Lease Revenue Bonds 9,739,788 - 671,672 9,068,116 707,885
Section 108 Notes Payable 2,800,000 1,730,000 2,285,000 2,245,000 555,000
Capital Lease (Landmark Theater) 170,239 - 81,344 88,895 88,895
Note payable to Component Unit RRHA 21,862,878 - 1,855,000 20,007,878 1,945,000
Compensated Absences 15,755,565 2,974,379 50,532 18,679,412 9,295,481
Net Other Postemployment Benefit Obligations 11,202,604 4,985,539 - 16,188,143 -
Total Long-Term Obligations $ 500447212 § 118,701,913  § 54,869,385 § 564,279,740  § 47,279,445

Primary Government - Business-type Activities
General Obligation Bonds:

Gas $ 81,408,184  § 20,258,200 $ 28,336,024 § 73,330,360 $ 6,305,432

Water 63,959,080 16,975,150 22,675,014 58,259,216 5,160,996

Wastewater 37,345,700 26,391,650 31,229,200 32,508,150 3,920,118

Stormwater - 1,250 - 1,250 -

Premium (Discount) on Debt, Net (1,059,790) 7,710,730 - 6,650,940 1,295,578

Other Non-major Enterprise Funds 8,526,830 3,849,250 4,629,873 7,746,207 786,849
Revenue Bonds:

Gas 190,732,519 - 2,193,423 188,539,096 3,258,438

Water 172,782,056 169,520 2,329,224 170,622,352 3,255,125

Wastewater 190,301,167 9,491,570 4,295,314 195,497,423 5,960,371

Premium (Discount) on Debt, Net 5,501,662 - 318,860 5,182,802 315,002
Capital Leases:

Other Non-major Enterprise Funds 763,098 - 178,258 584,840 186,301
Compensated Absences:

Gas 841,314 633,707 690,776 784,245 617,537

Water 668,102 510,285 536,732 641,655 505,257

Wastewater 692,847 510,368 537,794 665,421 523,970

Stormwater 123,722 121,089 102,221 142,590 112,279

Other Non-major Enterprise Funds 101,849 7,766 - 109,615 74,007

Total Long-Term Obligations $ 752,688,340  § 86,630,535 § 98,052,713 § 741,266,162  § 32,277,260
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ECONOMIC FACTORS

As of June 2011, unemployment in Richmond was 9.3 percent (not seasonally adjusted). As compared with June 2010, this rate
is a decrease of 1.2 percentage point.

As of 2009 (the latest data available from the U.S. Bureau of Economic Analysis), the City’s per capita income was $42,916, a
4.2 percent decrease over 2008 (as reported in prior year report). The City’s per capita income is below the State level
($43,187) but exceeds the national level ($38,846).

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our residents, taxpayers, customers, investors and creditors with a general overview
of the City’s finances and to demonstrate the City’s accountability for the funds it receives. Questions concerning this report or
requests for additional financial information should be directed to the City of Richmond, Director of Finance, 900 East Broad
Street, Richmond, Virginia 23219.
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Assets
Current Assets:
Cash and Cash Equivalents (Note 3)
Receivables (Net of Allowance for Doubtful Accounts):
Taxes and Licenses
Accounts
Internal Balances, Net
Due From Primary Government
Due From Component Unit
Due From Other Governments (Note 5)
Inventories of Materials and Supplies
Prepaid Assets

Total Current Assets

Non-Current Assets:
Restricted Assets - Cash and Investments (Note 3)
Deferred Expenses
Note Receivable (Note 6)
Mortgage Loans Receivable and Other Non-Current Assets
Capital Assets, Net (Note 7):
Land and Works of Art/Historical Treasures
Infrastructure, Net
Buildings, Structures, and Equipment, Net
Construction in Progress

Total Capital Assets, Net
Total Non Current Assets
Total Assets

CITY OF RICHMOND, VIRGINIA
STATEMENT OF NET ASSETS

June 30, 2011

Primary Government

Governmental Activities  Business-type Activities Total Component Units
$ 139,928,741  § 143,940,861 283,869,602 $ 26,958,586
40,129,315 - 40,129,315 -
17,213,663 31,535,923 48,749,586 5,361,144
4,015,567 (4,015,567) - -
- - - 35,900,267
4,739,435 - 4,739,435 -
43,594,789 355,565 43,950,354 27,998,462
747,716 15,767,489 16,515,205 908,787
231,027 5,687,028 5,918,055 1,773,026
250,600,253 193,271,299 443,871,552 98,900,272
26,768,000 96,438,545 123,206,545 15,693,136
- 10,878,779 10,878,779 -
543,100 - 543,100 -
- - - 52,504,651
50,452,391 16,475,807 66,928,198 10,311,198
292,324,431 - 292,324,431 289,353
251,193,034 847,108,178 1,098,301,212 91,442,062
180,148,600 197,821,691 377,970,291 18,525,843
774,118,456 1,061,405,676 1,835,524,132 120,568,456
801,429,556 1,168,723,000 1,970,152,556 188,766,243
$ 1,052,029,809 § 1,361,994,299 2414024108 $ 287,666,515
(Continued)
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Liabilities
Current Liabilities:
Accounts Payable
Accrued Liabilities
Due To Primary Government
Due To Other Governments
Due To Various Agents
Due To Component Units
Note Payable (Note 8)
Note Payable To Component Unit (Note 8)
Accrued Interest on Bonds and Notes Payable
Unearned Revenue
General Obligation Bonds, Certificates of Participation,
Serial Notes Payable, and Capital Leases (Note 8 and 15)
Revenue Bonds Payable (Note 8)
Compensated Absences (Note 8)
Other Liabilities and Claims Payable (Note 10)

Total Current Liabilities

Non-Current Liabilities (Notes 8,10,13 and 15):

Liabilities to be Paid From Restricted Assets:
Customers' Deposits

General Obligation Bonds, Certificates of Participation,
Serial Notes Payable and Capital Leases

Due To Primary Government

Note Payable

Note Payable To Component Unit

Revenue Bonds Payable

Unearned Revenue

Compensated Absences

Other Liabilities and Claims Payable

Net Other Postemployment Benefit Obligations (Note 13)

Early Retirement Plan Net Pension Obligations

Total Non-Current Liabilities
Total Liabilities

Net Assets
Invested In Capital Assets, Net of Related Debt
Restricted for:
Capital Projects
Debt Service
Permanent Funds:
Expendable
Nonexpendable
Unrestricted

Total Net Assets

Exhibit A

Primary Government
Govemmental Activities  Business-type Activities Total Component Units
$ 18,473,249  § 23,889,097 42,362,346 $ 8,397,265
16,447,930 5,828,257 22,276,187 28,627,368
= = = 6,348,251
10,000 10,000 3,861,064
3,675 3,675 -
35,854,725 35,854,725
66,240,000 66,240,000
1,945,000 - 1,945,000
10,270,851 14,927,385 25,198,236 -
16,756,534 - 16,756,534 3,644,018
33,810,367 17,655,274 51,465,641 2,819,235
707,885 12,788,936 13,496,821 =
9,295,481 1,833,050 11,128,531 574,370
3,619,208 - 3,619,208 -
213,434,905 76,921,999 290,356,904 54,271,571
7,188,241 7,188,241 3,261,099
457,928,700 161,425,689 619,354,389 29,130,514
= = = 6,575,133
8,540,000 8,540,000 -
18,062,878 - 18,062,878
8,360,231 547,052,737 555,412,968 =
= - = 676,391
9,383,931 510,476 9,894,407 13,210,507
37,594,119 122,239,537 159,833,656 4,842,169
16,188,143 - 16,188,143 16,517,867
- - - 450,011
556,058,002 838,416,680 1,394,474,682 74,663,691
769,492,907 915,338,679 1,684,831,586 128,935,262
198,531,273 381,909,942 580,441,215 110,736,264
10,927,894 10,927,894 11,988,593
1,450,607 1,450,607 148,491
33,559 33,559 707,891
178,582 - 178,582 203,471
71,414,987 64,745,678 136,160,665 34,946,543
$ 282,536,902  § 446,655,620  § 729,192,522 § 158,731,253

The accompanying notes are an integral part of the basic financial statements.
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RICHMOND

CITY OF RICHMOND, VIRGINIA
STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2011

Program Revenues

Operating Grants and Capital Grants and
Functions/Program Activities Expenses Charges for Services Contributions Contributions
Primary Government:
Governmental:
General Government $ 135,582,802 § 58638216 § 20073793 § -
Public Safety and Judiciary 178,142,702 10,280,420 33,323,395 -
Highways, Streets, Sanitation and Refuse 104,103,996 16,256,257 23,216,596 7,312,467
Human Services 95,333,003 30,863 75,314,952 -
Culture and Recreation 28,502,174 406,036 2243744 =
Education 173,214,073 - - -
Transportation 11,600,000 - - -
Interest and Fiscal Charges 21,418,947 - - -
Total Governmental Activities 747,897,697 85,611,792 154,172,480 7,312,467
Business-type:
Gas 164,527,763 164,890,242 113,111 =
Water 52,819,429 59,596,957 1,061,259 =
Wastewater 54,073,862 61,356,769 10,723,074 =
Stormwater 7,541,005 9,778,441 193,182 -
Coliseum 4,682,080 1,255,551 2,861,706 -
Cemeteries 1,419,756 1,222,954 61,326 -
Total Business-type Activities 275,063,896 298,100,913 15,013,658 --
Total Primary Government $ 1022961593 §$ 383,712,705 $ 169,186,138 $ 7,312,467
Component Units:
School Board 309,600,949 2,761,233 106,820,664 6,072,480
Richmond Ambulance Authority 14,988,754 9,118,215 - -
Port of Richmond Commission 3,762,773 545,446 - -
Richmond Behavioral Health Authority 39,762,897 20,856,659 17,195,738 -
Richmond Redevelopment and Housing Authority 68,532,431 16,222,193 52,631,318 8,204,743
Broad Street Community Development Authority 545,594 1,493,900 - -
Total Component Units $ 437193398 § 50,007,646 §$ 176,647,720 § 14,277,223

General Revenues:
City Taxes

Real Estate
Sales-1% Local
Sales Tax for Education
Personal Property
Machinery and Tools
General Utility Sales
State Communication Taxes
Bank Stock
Prepared Food
Lodging Tax
Admissions
Real Estate Taxes - Delinquent
Personal Property Taxes - Delinquent
Private Utility Poles and Conduits
Penalties and Interest
Titling Tax-Mobile Home
State Recordation
Property Rental 1%
Vehicle Rental Tax
Telephone Commisions

Total City Taxes

Intergovemnmental Revenue Not Restricted to Specific Programs
Payment From Primary Govemment - Unrestricted
Gain (Loss) on Disposal of Assets
Investment Earnings
Miscellaneous
Transfers

Extraordinary ltem - Gain on Dissolution of Entity
Total General Revenues, Transfers and Extraordinary ltem

Changes in Net Assets

Net Assets - Beginning of Year, As Restated
Net Assets - End of Year

The accompanying notes are an integral part of the basic financial statements. (Continued)
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EXHIBIT B
Net (Expenses) Revenues and Changes in Net Assets
Governmental
Activities Business-type Activities Totals Component Units
(56,870,793) $ - 8 (56,870,793) $
(134,538,887) (134,538,887)
(57,318,676) (57,318,676)
(19,987,188) - (19,987,188)
(25,852,394) - (25,852,394)
(173,214,073) (173,214,073)
(11,600,000) (11,600,000)
(21,418,947) (21,418,947)
(500,800,958) - (500,800,958)
10,475,590 10,475,590
7,838,787 7,838,787
18,005,981 18,005,981
2,430,617 2,430,617
(564,823) (564,823)
(135,476) (135,476)
38,050,675 38,050,675
(500,800,958) 38,050,675 (462,750,283)
(193,946,572)
(5,870,539)
(3217,327)
(1,710,500)
8,525,823
948,306
(195,270,809)
217,159,681 - 217,159,681
26,315,613 - 26,315,613
25,914,852 - 25,914 852
38,461,849 - 38,461,849
16,914,447 - 16,914,447
17,098,077 - 17,098,077
17,439,622 - 17,439,622
13,933,727 - 13,983,727
26,429,441 - 26,429 441
4,789,957 - 4,789,957
2,335,970 - 2,335,970
10,746,487 - 10,746,487
4,117,223 - 4,117,223
158,268 - 168,268
4,948,641 - 4,948,641
4,704 - 4,704
681,049 - 681,049
109,871 - 109,871
579,654 - 579,654
390,739 - 390,739
428,529,872 - 428,529,872
68,237,780
130,537,993
- - - (1,568,386)
165,111 897,530 1,062,641 (1,100,820)
1,143,368 1,163,441 2,306,809 821,801
21,459,319 (21,459,319)
- - - 11,184,418
451,297,670 (19,398,348) 431,899,322 208,112,786
(49,503,288) 18,652,327 (30,850,961) 12,841,977
332,040,190 428,003,293 760,043,483 145,889,276
282536902 $ 446,655,620  $ 729192522 $ 158,731,253

19



EXHIBIT C

CITY OF RICHMOND, VIRGINIA
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2011

Other Governmental
General Debt Service Capital Projects Fund Enpde Total
Assets
Cash and Cash Equivalents (Note 3) $ 101,576,260 $ - § 34,150,289 $ 232,256 $ 135,958,805
Receivables (Net of Allowance for Doubtful Accounts):
Taxes and Licenses 40,129,315 - - - 40,129,315
Accounts 9,389,713 - - 3,683,677 13,073,390
Due From Other Funds (Note 4) 22,391,460 238,532 - 11,209,377 33,839,369
Due From Component Unit 4,577,767 - - - 4,577,767
Due From Other Governments (Note 5) 35,267,932 - - 8,286,355 43,554,287
Prepaids - 90,935 - - 90,935
Restricted Assets - Cash and Investments (Note 3) - 1,480,515 25,076,588 210,897 26,768,000
Note Receivable (Note 6) 543,100 - - - 543,100
Total Assets $ 213,875,547 § 1,809.982 § 59,226,877 § 23,622,562 $ 298,534,968
Liabilities and Fund Balances
Liabilities:
Accounts Payable $ 9,383,164 §$ 70,020 $ 4372310 $ 3957392 $ 17,782,886
Accrued Liabilities 14,313,811 - 35,305 205,494 14,554,610
Notes Payable (Note 8) - - 63,000,000 - 63,000,000
Due To Other Funds (Note 4) 11,447,909 - 7,879,631 4,015,050 23,342,590
Due To Other Governments (Note 5) - - - 10,000 10,000
Due To Various Agents 3,675 - - - 3,675
Due To Component Units 35,854,725 - - - 35,854,725
Other Liabilities and Claims (Note 10) 3,603,286 - - - 3,603,286
Deferred Revenues 42,651,739 289,355 10,011,737 1,617,293 54,570,124
Total Liabilities 117,258,309 359,375 85,298,983 9,805,229 212,721,896
Fund Balances: (Note 9)
Nonspendable 1,029,600 - - 212,141 1,241,741
Restricted 1,391,917 - 9,631,006 6,631,276 17,654,199
Committed 14,672,765 1,450,607 1,296,888 6,678,811 24,099,071
Assigned 15,460,647 - - 295,105 15,755,752
Unassigned 64,062,309 - (37,000,000) - 27,062,309
Total Fund Balances 96,617,238 1,450,607 (26,072,106) 13,817,333 85,813,072
Total Liabilities and Fund Balances $ 213,875,547 §$ 1,809,982 § 59,226,877 $ 23,622,562 $ 298,534,968
The accompanying notes are an integral part of the basic financial statements. (Continued)

20



Total fund balances for governmental funds

Land
Infrastructure, net

Buildings, structures, and equipment, net

Construction in progress

CITY OF RICHMOND, VIRGINIA
RECONCILIATION OF THE STATEMENT OF NET ASSETS TO THE BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2011

Amounts reported for governmental activities in the Statement of Net Assets are different because:

Capital assets used in governmental activities are not financial resources and, therefore, are not
reported in the funds. Those assets consist of:

Some of the City's taxes will be collected after year-end, but are not available soon enough to pay for
the current period's expenditures and, therefore, are reported as uneamed revenue in the funds.

Long-term liabilities, including bonds payable, are not due and payable in the current period and,

therefore, are not reported in the governmental funds. Those liabilities consist of:

Accrued interest

Govemmental bonds and capital lease payable

Compensated absences

Note Payable to Component Unit

Other Liability and Claims

Net Other Post-employment Benefit Obligations

Internal service funds are used by the City to charge costs of certain activities to individual funds. The

net assets of internal service funds are reported as components of governmental activities.

Net Assets of governmental activities

See note 1 (b) for discussion of internal service fund allocations to governmental and business-type activities.
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$ 47,091,412
276,327,927
223,682,029
174,503,229

(10,096,277)
(489,358,622)
(18,387,758)
(20,007,878)
(35,621,577)
(16,188,143)

EXHIBIT C, Concluded

$ 85,813,072

721,604,597

37,813,590

(589,660,255)

26,965,898

$ 282,536,902



CITY OF RICHMOND, VIRGINIA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

EXHIBIT D

GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2011
Other Governmental
General Debt Service Capital Projects Fund Funds Total
Revenues
City Taxes
Real Estate $ 221,948,834 $ - 8§ $ $ 221,948,834
Sales-1% Local 26,315,613 - 26,315,613
Sales Tax for Education 25,914,852 25,914,852
Personal Property 44,343,976 44,343,976
Machinery and Tools 16,857,051 16,857,051
Utility Sales Tax Gas 4,617,822 4,617,822
Utility Sales Tax Electric 12,480,255 12,480,255
State Communication Taxes 17,439,622 17,439,622
Bank Stock 13,933,727 13,933,727
Prepared Food 21,726,664 21,726,664
Lodging Tax 4,623,900 4,623,900
Admission 1,843,129 1,843,129
Real Estate Taxes - Delinquent 10,746,487 10,746,487
Personal Property Taxes - Delinquent 4,117,223 4,117,223
Private Utility Poles and Conduits 158,268 158,268
Penalties and Interest 4,948,641 4,948,641
Titling Tax-Mobile Home 4,704 4,704
State Recordation 681,049 681,049
Property Rental 1% 109,871 109,871
Vehicle Rental Tax 579,654 579,654
Telephone Commissions 390,739 390,739
Total City Taxes 433,782,081 433,782,081
Licenses, Permits and Privilege Fees 34,326,099 - 34,326,099
Intergovernmental 112,106,000 7,312,467 33,397,682 152,816,149
Service Charges 25,559,661 - - 25,559,661
Fines and Forfeitures 9,583,749 9,583,749
Utility Payments 22,577,356 - - - 22,577,356
Investment Income - 15 163,039 2,057 165,111
Miscellaneous 4,286,711 582,279 6,250 16,027,982 20,903,222
Total Revenues 642,221,657 582,294 7,481,756 49,427,721 699,713,428
Expenditures
Current:
General Government 67,795,977 18,222,089 86,018,066
Public Safety and Judiciary 157,350,109 11,580,812 168,930,921
Highways, Streets, Sanitation and Refuse 56,921,385 1,477,398 58,398,783
Human Services 68,482,064 20,768,965 89,251,029
Culture and Recreation 21,024,453 2,250,525 23,274,978
Education 150,585,819 - 150,585,819
Non-Departmental 43,629,933 - 43,629,933
Capital Outlay - 125,099,224 125,099,224
Debt Service:
Principal Retirement 29,839,337 29,839,337
Interest Payments 19,710,167 19,710,167
Bond Issuamce Cost - 647,705 - - 647,705
Total Expenditures 565,789,740 50,197,209 125,099,224 54,299,789 795,385,962
Excess of Revenues Over (Under) Expenditures 76,431,917 (49,614,915) (117,617,468) (4,872,068) (95,672,534)
Other Financing Sources (Uses)
Premium on Issuance of Bonds 4,441,245 4,441,245
Proceeds from Issuance of General Obligation Bonds and Notes - - 80,341,209 - 80,341,209
Transfers In-Other Funds 3,473,030 50,015,839 2,517,000 10,234,404 66,240,273
Transfers Out-Other Funds (59,309,691) - (1,267,000) (2,666,692) (63,243,383)
Total Other Financing Sources (Uses), Net (55,836,661) 50,015,839 86,032,454 7,567,712 87,779,344
Net Change in Fund Balances 20,595,256 400,924 (31,585,014) 2,695,644 (7,893,190)
Fund Balances - Beginning of Year 76,021,982 1,049,683 5,512,908 11,121,689 93,706,262
Fund Balances - End of Year $ 96,617,238 $ 1,450,607 § (26,072,106) $ 13,817,333 § 85,813,072
The accompanying notes are an integral part of the basic financial statements. (Continued)
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CITY OF RICHMOND, VIRGINIA

EXHIBIT D, Concluded

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN THE FUND BALANCES

OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2011

Amounts reported for governmental activities in the Statement of Activities are different because:
Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the Statement of Activities the
cost of those assets is allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which depreciation exceeded capital outlay in the current period.

Purchases of assets
Depreciation expense

The issuance of long term debt (e.g., bonds and leases) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes current
financial resources of governmental funds. Neither transaction, however, has any effect on net
assets. Also, governmental funds report the effect of issuance costs, premiums, discounts, and
similar items when debt is first issued, whereas these amounts are deferred and amortized in the
Statement of Activities. These amounts are the net effect of these differences in the treatment of
of long-term debt and related items.

Proceeds of borrowing
Principal payments of bonds, net of payments on behalf of Component Units
Amortization of bond premium

Some revenues in the Statement of Activities do not provide the use of current financial resources and,
therefore, are not reported as revenues in the governmental funds.

Some expenditures in the Statement of Activities do not require the use of current financial resources
and, therefore, are not reported as expenditures in the governmental funds.
Change in accrued interest
Compensated absences
Other Liabilities and Claims
Other Post-employment Benefit Obligations

Internal service funds are used by the City to charge costs of certain activities to individual funds. The
net revenue of internal service funds is reported as a component of governmental activities.

Change in net assets of governmental activities

See note 1 (b) for discussion of internal service fund allocations to governmental and business-type activities.
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67,791,361
(37,656,120)

(84,782,454)
32,237,765
1.095.054

(1,061,075)
(2,974,375)
(2,751,678)
(4,985,539)

$ (7,893,190)

30,135,241

(51,449,635)

(4,303,999)

(11,772,667)

(4,219,038)

$ 49,503,288



CITY OF RICHMOND, VIRGINIA
STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
June 30, 2011

Enterprise Funds

EXHIBIT E-1

Gas Water — Wastewater _____ Stormwater Other Total Internal Service Funds
Assets
Current Assets:
Cash and Cash Equivalents (Note 3) $ 13215049 $ 37135887 $ 53,850,245 § 4386,183 § - § 108587364 § 39,323,433
Accounts Receivables (Net of Allowance for Doubtful Accounts) 8,799,698 11,118,051 9,579,257 875,037 1,161,136 31,533,179 4,143,017
Due From Component Unit - - - - - - 161,668
Due From Other Governments (Note 5) - - 355,565 - - 355,565 40,502
Inventories of Materials and Supplies 12,679,705 350,138 - - - 13,029,843 3,485,362
Prepaid Expenses and Other Current Assets 1,949,893 1,736,482 1,619,399 - 176,499 5,482,273 344,847
Total Current Assets 36,644,345 50,340,558 65,404,466 5,261,220 1,337,635 158,988,224 47,498,829
Noncurrent Assets:
Restricted Assets - Cash and Investments (Note 3) 30,650,583 34,204,196 31,583,766 - - 96,438,545 -
Advances To Other Funds (Note 4) 19,605,111 19,081,068 21,534,342 - - 60,220,521 3,294,908
Deferred Expenses 4,753,809 3,446,592 2,678,378 - - 10,878,779 -
Capital Assets (Note 7):

Land 237,745 679,409 1,101,261 - 12,770,860 14,789,275 5,047,511

Buildings and Structures - - - - 33,982,882 33,982,882 122,692,003

Equipment and Other Assets - - - - 5,543,792 5,543,792 65,909,971

Plant-in-Service 393,159,700 342,563,015 230,761,607 48,848 - 966,533,170 -

Completed Construction 25,513,463 41,969,825 224,787,075 - - 292,270,363 -

Construction in Progress 58,778,986 45,634,203 82,972,653 3,170,023 - 190,555,865 12,911,197

Less: Accumulated Depreciation (144,377,895) (115,185,463) (171,521,946) (7,413) (37,305,824) (468,398,541) (127,917,953)

Total Capital Assets, Net Accumulated Depreciation 333,311,999 315,660,989 368,100,650 3,211,458 14,991,710 1,035,276,806 78,642,729
Total Noncurrent Assets 388,321,502 372,392,845 423,897,136 3,211,458 14,991,710 1,202,814,651 81,937,637
Total Assets $ 424965847 § 422,733,403 § 489,301,602 § 8472678 $ 16,329,345 $ 1,361,802,875 $ 129,436,466
Liabilities
Current Liabilities:
Accounts Payable $ 7597342 § 4963734 § 8,691,110 § 462,509 $ 1,294,058 §  23,008753 $ 2,039,827
Accrued Liabilities 4,655,813 549,512 512,827 87,274 14,857 5,820,283 1,901,294
Due To Other Funds (Note 4) - - - - 720,659 720,659 9,307,000
Accrued Interest on Bonds Payable 5,638,295 4,964,041 4,146,318 - 178,731 14,927,385 174,574
General Obligation Bonds, Capital Leases,and Notes Payble (Note 8) 6,805,219 5,578,840 4,298,065 - 973,150 17,655,274 1,119,855
Revenue Bonds Payable (Note 8) 3,384,400 3,342,532 6,062,004 - - 12,788,936 707,885
Notes Payable (Note 8) - - - - - - 3,240,000
Compensated Absences (Note 8) 617,537 505,257 523,970 112,279 55,294 1,814,337 242,754
Other Liabilities = - - - = = 15,922
Total Current Liabilities 28,698,606 19,903,916 24,234,294 662,062 3,236,749 76,735,627 18,749,111
Noncurrent Liabilities:
Liabilities to be Repaid from Restricted Assets:

Customers' Deposits 5,819,443 1,368,798 - - - 7,188,241 -
General Obligation Bonds, Capital Lease Liabilities (Note 8) 69,211,472 54,889,130 29,965,939 1,250 7,357,898 161,425,689 1,260,590
Revenue Bonds Payable (Note 8) 187,221,770 168,731,432 191,099,535 - - 547,052,737 8,360,231
Notes Payable (Note 8) - - - - - - 8,540,000
Compensated Absences (Note 8) 166,709 136,398 141,450 30,311 30,556 505,424 72,665
Other Liabilities 23,373,669 64,989,147 30,406,155 3,470,566 - 122,239,537 1,972,542
Advances from Other Funds (Note 4) - - - - - - 63,515,429

Total Noncurrent Liabilities 285,793,063 290,114,905 251,613,079 3,502,127 7,388,454 838,411,628 83,721,457
Total Liabilities 314,491,669 310,018,821 275,847,373 4,164,189 10,625,203 915,147,255 102,470,568

Net Assets
Invested in Capital Assets, Net of Related Debt 91,620,278 86,131,051 168,258,873 3,210,208 6,660,662 355,781,072 55,414,168
Unrestricted 18,953,900 26,583,531 45,195,356 1,098,281 (956,520) 90,874,548 (28,448,270)
Total Net Assets $ 110474178 § 112714582 § 213454229 § 4308489 $ 5704142 § 446655620 §$ 26,965,898

The accompanying notes are an integral part of the basic financial statements.
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CITY OF RICHMOND, VIRGINIA
RECONCILIATION OF THE ENTERPRISE FUNDS STATEMENT OF FUND NET ASSETS TO THE
GOVERNMENT-WIDE STATEMENT OF NET ASSETS
June 30, 2011

Internal Service Fund

EXHIBIT E-2

Stores and Business-type Activities
Total Enterprise Funds Transportation Divison  Statement of Net Assets
Assets
Current Assets:
Cash and Cash Equivalents (Note 3) $ 108,587,364 $ 35,353,497 $ 143,940,861
Accounts Receivables (Net of Allowance for Doubtful Accounts) 31,533,179 2,744 31,535,923
Due From Other Government (Note 5) 355,565 - 355,565
Inventories of Materials and Supplies 13,029,843 2,737,646 15,767,489
Prepaid Expenses and Other Current Assets 5,482,273 204,755 5,687,028
Total Current Assets 158,988,224 38,298,642 197,286,866
Noncurrent Assets:
Restricted Assets - Cash and Investments (Note 3) 96,438,545 - 96,438,545
Advances To Other Funds (Note 4) 60,220,521 - 60,220,521
Deferred Expenses 10,878,779 - 10,878,779
Capital Assets (Note 7):

Land 14,789,275 1,686,532 16,475,807

Buildings and Structures 33,982,882 67,850,790 101,833,672

Equipment 5,543,792 - 5,543,792

Plant-in-Service 966,533,170 - 966,533,170

Completed Construction 292,270,363 - 292,270,363

Construction in Progress 190,555,865 7,265,826 197,821,691

Less Accumulated Depreciation (468,398,541) (50,674,278) (519,072,819)

Total Capital Assets, Net Accumulated Depreciation 1,035,276,806 26,128,870 1,061,405,676
Total Noncurrent Assets 1,202,814,651 26,128,870 1,228,943 521
Total Assets $ 1,361,802,875 64,427,512 § 1,426,230,387
Liabilities:
Current Liabilities:
Accounts Payable $ 23,008,753 $ 880,344 $ 23,889,097
Accrued Liabilities 5,820,283 7,974 5,828,257
Due To Other Funds (Note 4) 720,659 - 720,659
Accrued Interest on Bonds Payable 14,927,385 - 14,927,385
General Obligation Bonds and Capital Leases (Note 8) 17,655,274 - 17,655,274
Revenue Bonds Payable (Note 8) 12,788,936 - 12,788,936
Compensated Absences (Note 8) 1,814,337 18,713 1,833,050
Total Current Liabilities 76,735,627 907,031 77,642,658
Noncurrent Liabilities:
Liabilities to be Repaid from Restricted Assets:

Customers' Deposits 7,188,241 - 7,188,241
General Obligation Bonds and Capital Leases (Note 8) 161,425,689 - 161,425,689
Revenue Bonds Payable (Note 8) 547,052,737 - 547,052,737
Compensated Absences (Note 8) 505,424 5,052 510,476
Other Liabilities 122,239,537 ~ 122,239,537
Advances from other funds - 63,515,429 63,515,429

Total Noncurrent Liabilities 838,411,628 63,520,481 901,932,109
Total Liabilities 915,147,255 64,427,512 979,574,767

Net Assets:
Invested in Capital Assets, Net of Related Debt 355,781,072 26,128,870 381,909,942
Unrestricted 90,874,548 (26,128,870) 64,745,678
Total Net Assets $ 446,655,620  $ - § 446,655,620

Amounts related to interfund activity have been eliminated prior to presenting this reconciliation's amounts in Exhibit A

The accompanying notes are an integral part of the basic financial statements.

Stores and Transportation Division serves only the major proprietary funds; thus, its assets, liabilities and net assets are included in
the Business-type Activities totals at the government-wide level.
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EXHIBIT E-3

CITY OF RICHMOND, VIRGINIA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN THE FUND NET ASSETS
PROPRIETARY FUNDS
For the Fiscal Year Ended June 30, 2011

Enterprise Funds

Internal Service

Gas Water Wastewater Stormwater Other Total Funds
Operating Revenues
Charges for Goods and Services $ 162,578,872 $§ 58,761,549 § 60,496,693 $ 9,641,370 § 2478505 $ 293,956,989 $ 33,024,960
Operating Expenses
Purchased Gas 91,465,943 - - - - 91,465,943 -
Intragovernmental Goods and Services Sold - - - - - - 15,414,539
Salaries and Wages & Benefits 9,818,857 8,223,344 9,021,846 1,914,983 1,056,499 30,035,529 2,592,675
Data Processing 407,510 146,768 131,270 13,700 - 699,248 1,720
Materials and Supplies 872,216 1,654,163 640,713 124,864 348,869 3,640,825 683,750
Rents and Utilities 46,896 3,726,965 3,430,643 - 553,830 7,758,334 3,024,819
Maintenance and Repairs 7,779,330 4,941,890 5,672,512 1,815,235 244,337 20,453,304 1,103,463
Depreciation and Amortization 13,081,219 8,303,316 11,672,409 2,438 2,163,352 35,222,734 9,048,102
Uncollectible expense 1,812,335 494,241 854,291 1,948,698 = 5,109,565 ==
Miscellaneous Operating Expenses 21,115,671 18,601,465 15,940,094 1,612,370 1,376,697 58,646,297 5,307,863
Total Operating Expenses 146,399,977 46,092,152 47,363,778 7,432,288 5,743,584 253,031,779 37,176,931
Operating Income (Loss) 16,178,895 12,669,397 13,132,915 2,209,082 (3,265,079) 40,925,210 (4,151,971)
Non-Operating Revenues (Expenses)
Intergovernmental Grants and Contributions 113,111 1,061,259 10,723,074 193,182 2,923,032 15,013,658 728,689
Interest on Long-Term Debt (11,743,162) (10,389,222) (8,725,395) - - (30,857,779) (787,861)
Interest Income 320,620 251,472 325,438 - 897,530 -
Interest Expense (17,559) (3,332) - (358,252) (379,143)
Amortization of Debt Discount and Expense (1,693,973) (1,431,699) (1,999,938) - - (5,125,610) -
Miscellaneous Revenues (Expense) 152,655 709,919 300,867 - - 1,163,441 4,015
Total Non-Operating Revenues (Expenses),Net (12,868,308) (9,801,603) 624,046 193,182 2,564,780 (19,287,903) (55,157)
Net Income (Loss) Before Transfers 3,310,587 2,867,794 13,756,961 2,402,264 (700,299) 21,637,307 (4,207,128)
Transfers Out-Other Funds (1,027,537) (638,697) (1,318,746) - - (2,984,980) (11,910)
Change In Net Assets 2,283,050 2,229,097 12,438,215 2,402,264 (700,299) 18,652,327 (4,219,038)
Net Assets - Beginning of Year 108,191,128 110,485,485 201,016,014 1,906,225 6,404,441 428,003,293 31,184,936
Net Assets - End of Year $ 110474178 § 112,714,582 § 213454229 § 4308489 § 5704142 $§  446,655620 $ 26,965,898

The accompanying notes are an integral part of the basic financial statements.
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EXHIBIT E-4

CITY OF RICHMOND, VIRGINIA
RECONCILIATION OF THE ENTERPRISE FUNDS STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND
NET ASSETS TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2011

Enterprise Funds

Gas Water Wastewater Stormwater Total
Operating Revenues
Charges for Goods and Services $ 162,578,872 § 58,761,549 §$ 60,496,693 $ 9641370 $§ 291478484
Internal Service Fund Allocation -
Stores and Transportation Division 2,311,370 835,408 860,076 137,071 4,143,924
Charges for Services - Statement of Activities 164,890,242 59,596,957 61,356,769 9,778,441 295,622,408
Operating Expenses
Purchased Gas 91,465,943 - - - 91,465,943
Salaries and Wages 9,818,857 8,223,344 9,021,846 1,914,983 28,979,030
Data Processing 407,510 146,768 131,270 13,700 699,248
Materials and Supplies 872,216 1,654,163 640,713 124,864 3,291,956
Rents and Utilities 46,896 3,726,965 3,430,643 - 7,204,504
Maintenance and Repairs 7,779,330 4,941,890 5,672,512 1,815,235 20,208,967
Depreciation and Amortization 13,081,219 8,303,316 11,672,409 2,438 33,059,382
Uncollectible Expense 1,812,335 494,241 854,291 1,948,698 5,109,565
Miscellaneous Operating Expenses 21,115,671 18,601,465 15,940,094 1,612,370 57,269,600
Total Operating Expenses 146,399,977 46,092,152 47,363,778 7,432,288 247,288,195
Non-Operating Expenses
Interest on Long-Term Debt 11,743,162 10,389,222 8,725,395 - 30,857,779
Interest Expense 17,559 3,332 - - 20,891
Amortization of Debt Discount and Expense 1,693,973 1,431,699 1,999,938 -- 5,125,610
Total Expenses 159,854,671 57,916,405 58,089,111 7,432,288 283,292,475
Internal Service Fund Allocation -
Stores and Transportation Division 2,338,310 847,185 849,711 108,717 4,143,924
Reclass As Transfers to Governmental Activities -
Payments In Lieu of Taxes (7,665,218) (5,944,161) (4,864,960) - (18,474,339)
Program Expenses - Statement of Activities $  154527,763 § 52,819,429 § 54,073,862 $ 7,541,005 § 268,962,060

The accompanying notes are an integral part of the basic financial statements.

Stores and Transportation Division serves only the major proprietary funds; thus, its assets, liabilities and net assets are included
in the Business-type Activities totals at the government-wide level.
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“RICHMOND

EXHIBIT E-5

CITY OF RICHMOND, VIRGINIA
STATEMENTS OF CASH FLOWS
PROPRIETARY FUNDS
For the Fiscal Year Ended June 30, 2011

Enterprise Funds
Intemnal Service
Gas Water Wastewater Stormwater Other Total Funds
Cash Flows From Operating Activities
Receipts from Customers $ 168124870 § 59,562,171  § 60,728,559  § 9329154 § 2241258 $ 299,986012 § 34,670,194
Payments to Suppliers (115,795,856) (18,066,350) (18,811,141) (3,994,602) (2,888,869) (159,556,818) (22,212,019)
Payments to Employees (9,456,675) (8744,246) (10,112,174) (1,856,958) (1,047,173) (81,217,226) (2,566,383)
Payments to Other Funds (7,922,719) (5,034,589) (5,942,990) (140,895) = (19,041,193) (2,316,757)
Other Receipts or (Payments) (1,211,139) 326,136 300,788 - (584,215) (1,158,341)
Net Cash Provided By (Used In)
Operating Activities 33,738,481 28,043,122 26,163,042 3,336,699 (1,694,784) 89,586,560 6,416,694
Cash Flows From Noncapital Financing Activities
Transfers In and Government Subsidies 13,111 1,230,780 12,231,374 193,182 2,923,032 16,691,479 728,689
Transfers Out - Other Funds (1,027,537) (638,697) (1,318,746) - - (2,984,980) 1,932,605
Advances from Other Funds - - - 115216 115216 -
Net Cash Provided By (Used In)
Noncapital Financing Activities (914.426) 592,083 10,912,628 193,182 3,038,248 13,821,715 3,670,844
Cash Flows From Capital and Related Financing Activities
Acquisition of Capital Assets (25,365,874) (19,020,262) (34,252,316) (2,470,931) (1,528) (81,110911) (10,964,573)
Proceeds from Bond Sale 21,495,184 18,181,188 37,494,718 - 3,849,250 81,020,340 6,500,000
Repayments of Revenue, General Obligation Bonds and Capital Leases (30,529,447) (25,004,238) (35,524,514) 1,250 (4,808,131) (95,865,080) (1,074,061)
Repayments of Notes Payables - - - - - - (2,668,097)
Interest Paid on Long-Term Debt (12,445,829) (10,946,112) (9,100,424) - (383,055) (32,875,420) (759,850)
Net Cash Used In Capital and Related
Financing Activities (46,845,966) (36,789.424) (41,382,536) (2,469,681) (1,343464) (128,831,071) (8.966,581)
Cash Flows From Investing Activities
Interest Eamed on Operating Funds 320,620 251472 325,438 - - 897,530
Interest Paid on Customers' Deposits (17,559) (3332) - (20891)
Net Cash Provided By Investing Activities 303,061 248,140 325,438 - - 876,639
Net Increase (Decrease) in Cash and Cash Equivalents (13,718,850) (7,906,079) (3,981,428) 1,060,200 - (24,546,157) 1,120,957
Cash and Cash Equivalents at July 1, 2010 57,584,482 79,246,162 89,415,439 3,325,983 ] 229,572,066 38,202,476
Cash and Cash Equivalents at June 30, 2011 $ 43865632 § 71,340083  § 85434011 § 4386183 § - $ 205025909  § 39,323 433

Adjustments to Reconcile Operating Income (Loss)
To Net Cash Provided By (Used In) Operating Activities
Operating Income (Loss) $ 16,178,895 § 12,669,397 § 13132,915 § 2209082 §$ (3,265079) $ 40,925210 § (4,151,971)
Adjustment to Reconcile Operating Income (Loss) to Net Cash
Provided By (Used In) Operating Activities:

Depreciation 13,081,219 8,303,316 11,672,409 2438 2,163,352 35,222,734 9,048,102
Miscellaneous Income 152,655 709,919 300,867 - - 1,163 441 5914
(Increase) Decrease in Assets and Increase (Decrease) in Liabilities: -
Accounts Receivable 5,545,998 800,622 231,866 (312,216) (237,247) 6,029,023 1,529,457
Due From Other Funds 161,253 725,638 725,638 - - 1,612,529 163,091
Due From Component Unit - - - (9,132)
Due From Other Governments - - - - - - (38,182)
Inventories of Material and Supplies (2,434,389) 35,313 - - - (2,399,076) (351,005)
Prepaid Expenses 15,157 (877,573) (129,001) = (6,895) (498,312) 38,429
Deferred Expenses (1,351,649) (509,168) (79) - - (1,860,896) (212,672)
Accounts Payable (2,850,526) (4,026,887) 228705 (97,633) (358,242) (7,104,583) (38,638)
Accrued Liabiliies 493,235 (581,712) (1,250,472) 46,067 580 (1,292,302) 84,728
Customers' Deposits (12,145) 125,385 - - - 113,240 -
Due To Other Funds - - - - - - (791,287)
Compensated Absences (57,068) (26.447) (27,427) 18868 8747 (83,327) (51,511)
Uneamed Revenue - - - - - (37,595)
Outstanding Liabilities and Claims 4,815,846 10,195,319 1,277,621 1,470,093 - 17,758,879 1,228,966
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