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  To protect and enrich the quality of life for the people, neighborhoods and diverse communities of Fairfax County

Department of Public Works and Environmental Services
12000 Government Center Parkway, Suite 358

Fairfax, Virginia 22035
703-324-5030, TTY 711
www.fairfaxcounty.gov

November 17, 2017

The Board of Supervisors
County of Fairfax
Commonwealth of Virginia

Honorable Chairman and Members of the Board:

We are pleased to submit the Comprehensive Annual Financial Report (CAFR) for the County of Fairfax, Virginia 
(the County) Integrated Sewer System (the System) for the fi scal year ended June 30, 2017. The fi nancial statements 
included in this report conform to U.S. generally accepted accounting principles (GAAP) as promulgated by the 
Governmental Accounting Standards Board (GASB). Responsibility for both the accuracy of the presented data 
and completeness and fairness of the presentation, including all disclosures, rests with management. To the best 
of our knowledge and belief, the enclosed data are accurate in all material respects and are reported in a manner 
that presents fairly the fi nancial position and results of operations of the System. All necessary disclosures have 
been included to enable the reader to gain the maximum understanding of the System’s fi nancial aff airs.

The General Bond Resolution dated July 29, 1985, governing the issuance of sewer revenue bonds, as modifi ed 
through July 2009, requires an annual audit of the fi nancial records and transactions of the System by independent 
certifi ed public accountants. The System’s fi nancial statements for the year ended June 30, 2017, were audited by 
the accounting fi rm of Cherry Bekaert LLP. The independent auditors concluded, based upon the audit, that there 
was a reasonable basis for rendering their opinion that the fi nancial statements are fairly presented in conformity 
with GAAP. The report of independent auditor is presented in the fi nancial section of this CAFR.

This CAFR consists of management’s representations concerning the fi nances of the System. To provide a 
reasonable basis for making these representations, the System’s accounting system is dependent upon a strong 
foundation of internal accounting controls to ensure that fi nancial information generated is both accurate and 
reliable; however, because the cost of a control should not exceed the benefi ts to be derived, the objective 
is to provide reasonable, rather than absolute assurance that the fi nancial statements are free of any material 
misstatements. GAAP requires that management provide a narrative introduction, overview, and analysis to 
accompany the basic fi nancial statements in the form of the Management’s Discussion and Analysis (MD&A). 
This letter of transmittal is designed to complement the MD&A and should be read in conjunction with it. The 
System’s MD&A can be found immediately following the report of independent auditor.

Pඋඈൿංඅൾ ඈൿ ඍඁൾ Sඒඌඍൾආ

The Fairfax County, Virginia Integrated Sewer System is operated as the Wastewater Management Program 
(WWM), one of four major activities of the Department of Public Works and Environmental Services, and governed
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by the County of Fairfax, Board of Supervisors. The System handles approximately 91 million gallons of 
wastewater per day (MGD) generated mostly from approximately 937,000 County residents. More than 85 
percent of the 414,000 County housing units and virtually all businesses in the County are connected to the 
public sewer system.

The System consists of over 3,200 miles of sewer lines and force mains ranging in size from 8 inches to 72 
inches, 59 pump stations ranging in capacity from 0.1 to 37 MGD, and 54 metering stations. The total System 
workforce is 319 employees. The sewer service area covers approximately 234 square miles in the Potomac 
River Watershed, a tributary shed of the Chesapeake Bay Basin.

Nearby counties, cities, and towns served by the System receive service through sales of service agreements. The 
System currently has agreements with the Counties of Loudoun and Arlington, Fort Belvoir, the Cities of Fairfax 
and Falls Church, and the Towns of Herndon and Vienna. As prescribed by each service agreement, each entity 
shares in the cost of operating the System. Each entity’s share is determined on the basis of actual wastewater 
fl ows or reserved treatment capacity.

To treat the wastewater fl ows generated, the System operates and maintains one advanced wastewater treatment 
plant, the 67 MGD Noman M. Cole, Jr. Pollution Control Plant, and has 90 MGD of purchased capacity 
entitlement at fi ve non-County facilities, all of which are advanced wastewater treatment facilities. Purchased 
capacity entitlements are managed through treatment by contract agreements with the District of Columbia Water 
and Sewer Authority (the Blue Plains Advanced Water Treatment Facility), Loudoun County, Alexandria Renew 
Enterprises (ARE), Upper Occoquan Sewage Authority (UOSA), and Arlington County. In addition, the System 
has purchased 0. 1MGD of capacity from the Prince William County Service Authority. As prescribed by each 
agreement, the System pays its share of the operating, capital, and/or debt costs of each entity’s system based 
on actual wastewater fl ows and allocated capacity.

Fൺർඍඈඋඌ Aൿൿൾർඍංඇ Fංඇൺඇർංൺඅ Cඈඇൽංඍංඈඇ

Local Economy

Business, Professional, and Occupational License (BPOL) and Sales Taxes are two revenue sources that are 
good indicators of economic activity in the County.  BPOL receipts increased a modest 1.2 percent over the FY 
2016 level.  Sales Tax receipts were down 1.2 percent for the year primarily as a result of a $2.5 million refund.  
After adjusting for the refund, FY 2017 collections would have increased 1.5 percent.  Additionally, the Transient 
Occupancy Tax receipts were up a strong 10.1 percent over the FY 2016 level. The unemployment rate in the 
County as of August 2017 is 3.2%, resulting in no change from August 2016. Residential sewer connections in 
the system, which are a measure of system growth, grew 0.1% in fi scal year 2017.

Debt Management

To fi nance major capital projects, the System borrows money by issuing sewer revenue bonds or sharing in debt 
issued by other service authorities. Authorization to issue any debt or share in any debt service rests with the 
County’s Board of Supervisors. On June 28, 2017, the System issued $85.8 million of Series 2017 Sewer Revenue 
Bonds with an average rate of 4.77 percent to provide funds for certain additions, extensions and improvements. 
As of June 30, 2017, the System had $353.8 million in Sewer revenue bonds, $26.5 million in VRA fi nancing, 
and $242.6 million in UOSA debt outstanding. The System continues to maintain its status as a top rated bond 
issuer: AAA from Fitch Investor Service (Fitch) and Standard and Poor’s Corporation (S&P) and AAA from 
Moody’s Investors Service, Inc (Moody’s).

Note (8) to the Financial Statements provides information pertaining to future debt service payments. Table 3 
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in the Statistical Section provides historical information regarding debt coverage and debt service requirements 
of the System.

Relevant Financial Policies

Sewer rates are reviewed and revised annually as part of the County’s annual strategic planning and budgeting 
process in order to minimize the annual cost impact on customers due to increases in funding needs for Wastewater 
Program funding. The System’s volumetric sewer service charges and service base charge increased a combined 
3.6 percent in fi scal year 2017.

Major Initiatives and Accomplishments

Nutrient Removal at Area Treatment Plants - In August 2004, the Virginia Department of Environmental Quality 
proposed reduced nutrient waste load allocations for Virginia wastewater treatment facilities as amendments to 
the Water Quality Management Regulation (9VAC25-720). These load allocations were then incorporated into 
the Virginia’s Phase I Watershed Implementation Plan for meeting the EPA Chesapeake Bay Total Maximum 
Daily Loads (TMDL). To meet the load allocations, enhanced nutrient removal was required of all wastewater 
treatment plants serving Fairfax County to meet more stringent Chesapeake Bay water quality standards by 
January 1, 2011. Signifi cant capital funding has been needed to bring treatment facilities into compliance. At the 
Noman M. Cole, Jr. Pollution Control Plant, a new Moving Bed Bioreactor was constructed and brought on line 
in 2012 to comply with the new waste load allocation. As a result of the new facility, the Noman M. Cole, Jr. 
Pollution Control Plant was under its new waste load allocation by more than 50 percent. In fi scal year 2017, total 
nitrogen discharges from the County’s Noman M. Cole, Jr. Pollution Control Plant averaged less than 2.4 mg/l.

Solid Stabilization and Disposal -The Noman M. Cole, Jr. Pollution Control Plant initiated a Biosolids Program 
in fi scal year 2014 to meet the new EPA Clean Air Act regulations. Phase I includes replacement of the Venturi 
Scrubbers on the incinerators to provide compliance with the new Clean Air Act Maximum Available Control 
Technology requirements that went into eff ect in March 2016. This project started construction in fi scal year 2014 
and is expected to be completed in fi scal year 2018. Phase II, the Interim Biosolids project, includes rehabilitation 
of the thickened sludge storage and mixing equipment, odor control facilities, and lime conditioning facilities. The 
construction phase of this project started in fi scal year 2017. Phase III of the program focuses on the rehabilitation 
of the existing incineration system and supporting biosolids processing infrastructure. The preliminary design work 
for this phase was completed in fi scal year 2015 and construction is expected to commence in fi scal year 2018.

In addition to investing in new facilities to meet the new nutrient requirements, the System is also reinvesting in 
existing infrastructure to ensure continued operation, safety and compliance of existing facilities and processes. 
A sustained reinvestment in the existing System is necessary for continued long term service and compliance.

Aඐൺඋൽඌ

GFOA Certifi cate of Achievement for Excellence in Financial Reporting - For the fourteenth consecutive year, 
the Government Finance Offi  cers Association of the United States and Canada (GFOA) awarded a Certifi cate of 
Achievement for Excellence in Financial Reporting to the System for its Comprehensive Annual Financial Report 
for the fi scal year ended June 30, 2016. In order to be awarded a Certifi cate of Achievement, a government entity 
must publish an easily readable and effi  ciently organized comprehensive annual fi nancial report. This report 
must satisfy both GAAP and applicable fi nancial reporting requirements.
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A Certifi cate of Achievement is valid for one year only. We believe our current CAFR continues to meet Certifi cate 
of Achievement Program’s requirements, and we are submitting it to the GFOA to determine its eligibility for 
another certifi cate. The Certifi cate of Achievement is a prestigious national award recognizing conformance with 
the highest standards of state and local government fi nancial reports.

NACWA Platinum Peak Performance Award - The System’s Noman M. Cole, Jr. Pollution Control Plant 
received the Platinum Peak Performance Award from National Association of Clean Water Agencies (NACWA), 
recognizing the facility’s accomplishments in protecting water quality in the County. The award recognizes 
plants that meet 100 percent of federal standards for preventing pollution for more than fi ve consecutive years. 
The System’s Noman M. Cole, Jr. Pollution Control Plant has been in compliance for 19 consecutive years. The 
plant has protected the water quality of the County’s streams and watersheds, as well as the Chesapeake Bay.

Extraordinary Environmental Enterprise - The Wastewater Management program has received the designation 
of Extraordinary Environment Enterprise (E4) from the Virginia Department of Environmental Quality (DEQ) 
Virginia Environmental Excellence Program (VEEP) for its Environmental Management System (EMS). Currently 
approximately 450 public and private organizations participate in the VEEP EMS certifi cation program at the 
E2, E3, and E4 levels. Of these 450 organizations, approximately 33 facilities within the State have reached the 
E4 level of certifi cation. This designation recognizes facilities that have fully implemented an EMS emphasizing 
pollution prevention, environmental outreach, and sustainability. This program encourages facilities to exceed 
compliance with federal and local regulations and engage in environmental stewardship and sustainability 
practices.

Utility of the Future Recognition (UOTF) – The Wastewater Management Program received an inaugural 
Utility of the Future Today recognition by the Water Environment Federation, National Association of Clean 
Water Agencies, Water Environment & Reuse Foundation and Water Reuse Association. The UOTF concept was 
fi rst introduced in 2013 to guide utilities of all sizes toward smarter, more effi  cient operations and a progression 
to full resource recovery with enhanced productivity, sustainability, and resiliency. Only 61 utilities from around 
the world received the inaugural recognition.

Aർඇඈඐඅൾൽආൾඇඍඌ

We express our sincere appreciation to all staff  who contributed to this CAFR, especially the members of the 
System’s Wastewater Planning and Monitoring Division of the Department of Public Works and Environmental 
Services and the Financial Reporting Division of the Department of Finance, who prepared and compiled this 
report. We commend them for their professionalism, hard work, and continued eff orts to improve this report.

This CAFR refl ects our continued commitment to the citizens of Fairfax County, the Board of Supervisors, and 
all interested readers of this report to provide information in conformance with the highest standards of fi nancial 
reporting.

Respectfully,
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Iඇඍൾඋൺඍൾൽ Sൾඐൾඋ Sඒඌඍൾආ  Cඈඎඇඍඒ ඈൿ Fൺංඋൿൺඑ, Vංඋංඇංൺ
Mൺඇൺൾආൾඇඍ’ඌ Dංඌർඎඌඌංඈඇ ൺඇൽ Aඇൺඅඒඌංඌ  (unaudited)

June 30, 2017

This section of the County of Fairfax, Virginia Integrated Sewer System’s (System) Comprehensive Annual 
Financial Report presents a discussion and analysis of the System’s fi nancial performance for the fi scal year 
that ended on June 30, 2017.

The System is a County of Fairfax, Virginia (County) business-type activity that is funded separately from 
other County activities. The System is accounted for separately in an enterprise fund, and it is included in the 
County’s Comprehensive Annual Financial Report.

We encourage readers to consider the information presented here in conjunction with the System’s fi nancial 
statements and notes to the fi nancial statements to enhance their understanding of the System’s fi nancial per-
formance.

Fංඇൺඇർංൺඅ Hංඁඅංඁඍඌ

The System’s total net position was $1,109.8 million at June 30, 2017, compared to $1,052.9 million at June 
30, 2016.

Operating revenues of $195.8 million exceeded operating expenses of $157.6 million, which include depre-
ciation and amortization of $63.4 million, by $38.2 million. After factoring in non-operating revenues and 
expenses - availability fees, investment revenue, interest expense, and capital contributions, the result was a 
$56.9 million increase in net position for fi scal year 2017.

The System’s cash and cash equivalents increased by $93.8 million during fi scal year 2017. This increase 
compares to a $35.6 million decrease in the prior fi scal year and is primarily due to a net cash infl ow of 
$103.8 million from the sale of Series 2017 Sewer Revenue Bonds.

Oඏൾඋඏංൾඐ ඈൿ ඍඁൾ Fංඇൺඇർංൺඅ Sඍൺඍൾආൾඇඍඌ

The fi nancial section of this annual report consists of (1) the report of independent auditor, (2) this manage-
ment’s discussion and analysis, and (3) the fi nancial statements of the System. The fi nancial statements, which 
include notes to explain information in the fi nancial statements and to provide more detailed data, report 
information about the System using the economic resources measurement focus and the accrual basis of ac-
counting, which are similar to those used by private sector companies. The following required fi nancial state-
ments provide both short-term and long-term information about the System’s overall fi nancial status.

Sඍൺඍൾආൾඇඍ ඈൿ Nൾඍ Pඈඌංඍංඈඇ

The Statement of Net Position presents information on all of the System’s assets, liabilities, and deferred 
infl ows and outfl ows of resources, with assets and deferred outfl ows of resources less liabilities and deferred 
infl ows of resources reported as net position. This statement provides information about the nature and the 
amounts of investments in resources (assets) and the obligations to the System’s creditors (liabilities). It 
provides a basis for evaluating the capital structure of the System and assessing the liquidity and fi nancial 
fl exibility of the System.
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Statement of Revenues, Expenses, and Changes in Net Position

All of the revenues and expenses for the fi scal year are accounted for in the Statement of Revenues, Expenses, 
and Changes in Net Position. This statement measures the results of the System’s operations for the fi scal year 
and can be used to determine whether the System has successfully recovered all of its expenses through its 
user fees and charges and its other revenues.

Statement of Cash Flows

The Statement of Cash Flows reports all cash receipts, cash payments, and changes in cash from operating, in-
vesting, and capital and related fi nancing activities. This statement provides information about all the sources 
and uses of cash and the net change in the balance of cash and cash equivalents for the fi scal year.

Fංඇൺඇർංൺඅ Aඇൺඅඒඌංඌ ඈൿ ඍඁൾ Sඒඌඍൾආ

Net Position

Net position may serve as a useful indicator of an entity’s fi nancial position. The following table presents a 
summary of the Statements of Net Position for the System as of June 30, 2017 and 2016:

Nearly 90.5% and 89.3% of the System’s total net position for the fi scal years 2017 and 2016, respectively, 
are represented by its investment in capital assets (e.g. treatment plants, sewer lines and equipment) net of de-
preciation and amortization, less the outstanding debt that was issued to acquire these assets. The $1.2 million 
increase in Deferred Infl ows of Resources in fi scal year 2017 is attributable to the implementation of GASB 
68, which addresses the fi nancial reporting treatment of pensions. See Note 6 for more information relating 
to the retirement plan.  Although the System’s investment in its capital assets is reported net of related debt, 
it should be noted that the resources to pay this debt must be provided from other resources, since the assets 
themselves are not intended to be used to liquidate these liabilities. The $56.9 million increase in net position 
in fi scal year 2017 was primarily the result of operating revenue exceeding total operating expenses due to 
increased revenue from Sales of Service and an increase in non-operating revenue from availability fees.
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The restricted portion of net position represents resources that are subject to external restrictions on how they 
may be used. Certain assets are restricted for capital projects and for debt service. The $53.1 million increase 
of unrestricted net position for fi scal year 2017 was primarily due to no funds being restricted for extension 
and improvement projects. See Note (4) to the Financial Statements for detailed information pertaining to 
restricted net position.

The unrestricted component of net position represents resources that are not subject to any external restric-
tions as to use, hence, they are available for future operations.

Changes in Net Position

The following table summarizes the Statements of Revenues, Expenses, and Changes in Net Position for the 
System for the fi scal years ended June 30, 2017 and 2016:

The System’s operating revenues consist of volumetric service charges and a service base charge to County 
users and to neighboring jurisdictions, which refl ect a 3.6% rate increase implemented during fi scal year 2017. 
Operating income in fi scal year 2017 increased 3.5% compared to prior year which is consistent with increase 
in operating revenues. Operating expenses increased $4.1 million in fi scal year 2017. This was primarily due 
to the increase in personnel services and depreciation and amortization.

Sewer rates are established by the Board of Supervisors pursuant to Chapter 67.1 of the County Code. Rates 
and code language are reviewed annually as part of the County’s annual strategic planning and budgeting 
processes and are revised as necessary to ensure that rates generate revenues equitably from new and existing 
customers, based on the allocation of capital and operating costs, so that growth pays for growth.

System operations and upgrades are funded primarily through sewer service charges to existing customers 
based on water consumption, in 1,000 gallons, as measured by a water service meter. System expansion and 
increased treatment capacity is funded primarily through availability fees, one-time charges collected from 
new sewer customers prior to connection to the System.
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 2017 2016

Operating revenues - Sales of service 195.8$    5.4      2.8         190.4$    

Less operating expenses:     

Personnel services 31.6       2.1      7.1         29.5 

Materials and supplies 15.6       0.2      1.3         15.4       

Contractual services and other 47.0       (0.5)     (1.1)       47.5       

Depreciation and amortization 63.4       2.3      3.8         61.1       

Total operating expenses 157.6      4.1      2.7         153.5      

            Operating Income 38.2       1.3       3.5         36.9       

Nonoperating revenues (expenses):

Availability fees 25.2       10.5    71.4       14.7       

Investment and other revenues 1.0         (0.2)     (16.7)      1.2         

Interest and other expenses (20.0)      9.6      (32.4)      (29.6)      

Total nonoperating revenues (expenses) 6.2         19.9    (145.3)    (13.7)      

Income/(Loss) before contributions 44.4       21.2    91.4       23.2       

Capital contributions 12.5       7.9      171.7     4.6         

Change in net position 56.9       29.1    104.7     27.8       

Total net position at beginning of year 1,052.9   27.8    2.7         1,025.1   

Total net position at end of year 1,109.8$ 56.9    5.4         1,052.9$ 

Summary of Revenues, Expenses, and Changes in Net Position
For the Fiscal Years Ended June 30

($ in millions)

 Change Change
$ %
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The System owns and operates one treatment facility rated at 67.0 MGD, has a 22.6 MGD capacity entitle-
ment in a joint venture facility, and has acquired capacity entitlements totaling 67.5 MGD at fi ve facilities 
owned by neighboring jurisdictions. The System’s share of renovation, upgrade, and expansion costs at non-
System-owned facilities is reported as purchased capacity and amortized over ninety nine years.

A graphic comparison of total revenues, including capital contributions, to total expenses for fi scal years 2017 
and 2016 is shown below:

Sales of Service

Availability Fees
Investment 

Capital Contributions

Operating Expenses 
(except depreciation 

and amortization)

Operating Expenses 
(except depreciation 

and amortization)

Depreciation 
and Amortization

Depreciation 
and Amortization

Interest
Expense 

Interest 
Expense

0.0

50.0

100.0

150.0

200.0

250.0

2017 Revenues 2017 Expenses 2016 Revenues 2016 Expenses

Total Revenues and Total Expenses 
For the Fiscal Years Ended June 30

$202.8 $169.5

$210.9

$234.5

$177.6

Capital Contributions

Sales of Services

Availability Fees
Investment

$183.1
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Capital Assets

The System’s gross investment in capital assets as of June 30, 2017, amounted to $2,564.3 million, or 
$1,531.1 million after deducting accumulated depreciation and amortization, as summarized in the table be-
low:

The $101.0 million increase in gross capital assets during fi scal year 2017 refl ects the following major capital 
asset additions, which were funded with available resources:

The ongoing improvement costs of the System’s wastewater treatment facilities at its Noman M. Cole Pollu-
tion Control Plant amounted to $33.9 million.

The System’s share of the ongoing upgrade costs of the Alexandria Sanitation Authority, and the District of 
Columbia’s wastewater treatment facilities, which provide service to certain County residents, was $11.4 mil-
lion and 14.0 million, respectively.

Improvements to sewer lines and pumping stations in the System, other than donations from developers, 
totaled $38.6 million.

Developers contributed sewer lines and manholes valued at $3.1 million.

Additional information relative to the System’s capital assets is contained in Note (5) to the Financial State-
ments.

Long-term Debt

The following is a summary of the System’s gross outstanding long-term debt as of June 30, 2017 and 2016:

2017 2016

Sewer revenue bonds 353.8$       77.8    28.2    276.0$ 

Subordinated bonds:

Sewer Revenue bonds 26.5           (5.6)     (17.4)   32.1     

System's share of UOSA's debt 242.6         (11.9)   (4.7)     254.5   

Total outstanding debt 622.9$       60.3    10.7    562.6$ 

Gross Outstanding Debt
As of June 30
($ in millions)

 Change Change
$ %
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The $353.8 million of outstanding sewer revenue refunding bonds and sewer revenue bonds issued in 2017, 
2016, 2014, 2012, and 2009 by the System are currently rated AAA by Fitch and S&P and AAA by Moody’s. 
These high credit ratings have enabled the County to sell bonds on behalf of the System at interest rates lower 
than those obtained by most sewer authorities, thereby achieving savings throughout the life of the bonds.

In June 2017, the System issued $85.8 million of Series 2017 Sewer Revenue Bonds with an average rate of 
4.77% to provide funds for certain additions, extensions and improvements to the County’s sewer collection, 
treatment and disposal systems; and capital improvement costs allocable to the County at certain wastewater 
treatment facilities that provide service to the County.

In June 2002 and June 2001, the System issued twenty-year subordinated sewer revenue bonds in the amounts 
of $50 million and $40 million at interest rates of 3.8% and 4.1%, respectively, to the Virginia Water Facili-
ties Revolving Fund, acting by and through the Virginia Resources Authority, to fund its share of the ongoing 
expansion costs of the Alexandria Renew Enterprises’ (ARE) wastewater treatment facilities, which provide 
service to some of the System’s customers. In September 2012, the System executed a rate reduction agree-
ment with VRA reducing the interest rates on these bonds to 2.4%. In May 2016, the System executed a rate 
reduction agreement with VRA reducing the interest rates on these bonds to 0.95%. As of June 30, 2017, the 
outstanding balance of the subordinate Sewer Revenue Bonds is $26.5 million.

The Upper Occoquan Sewage Authority (UOSA), a joint venture which operates a regional sewage facility, 
issued regional sewer system revenue refunding bonds in November 2013, May 2013, February 2007, and 
November 2004 to refund certain of its outstanding bonds. In December 2010 and 2007, UOSA issued $85.2 
million and $119.7 million of Regional Sewer System Revenue Bonds, of which the System’s share is $34.1 
million and $53.9 million, respectively, to fi nance the cost of certain capital improvements. In fi scal year 
2012, UOSA entered into VRA loans 2011 A and 2011 B to fund costs related to the Energy Service proj-
ect and phase 1 of the Nutrient Compliance Improvement project (P1NR), respectively. In fi scal year 2015, 
UOSA refi nance a portion of Bond Series 2007. $93,175,291 was refunded into Series 2014. In fi scal year 
2016, UOSA refi nanced Bond Series 2007b. $19,015,689 was refunded into Series 2016b. As of June 30, 
2017, the System’s share of UOSA’s outstanding debt is $242.6 million.

The System is required by the covenants of the 2009 General Bond Resolution to generate net revenues 
(defi ned as all revenues except grants and contributed assets, less operating expenses, except depreciation 
and amortization) at least equal to the debt service on its sewer revenue bonds each year. The ratios of net 
revenues to debt service for the senior sewer revenue bonds are 5.92 and 4.74 for fi scal years 2017 and 2016, 
respectively. The fi scal year 2017 ratio is less favorable than fi scal year 2016. Taking all long-term debt into 
account, the ratios are 2.10 and 2.38 for fi scal years 2017 and 2016, respectively, the fi scal year 2017 ratio is 
less favorable than fi scal year 2016 ratio.

Additional information related to the debt coverage ratios is contained in Table 3 of the Statistical Section. 
Additional information relative to the System’s long-term debt can be found in Note (8) to the Financial State-
ments.

8



Mൺඇൺൾආൾඇඍ Dංඌർඎඌඌංඈඇ ൺඇൽ Aඇൺඅඒඌංඌ

Fංඇൺඇർංൺඅ Sൾർඍංඈඇ

Eർඈඇඈආංർ Fൺർඍඈඋඌ ൺඇൽ Nൾඑඍ Yൾൺඋ’ඌ Bඎൽൾඍ ൺඇൽ Rൺඍൾඌ

The following factors, decisions and conditions are expected to have a signifi cant eff ect on the fi nancial posi-
tion and the results of operations for fi scal year 2018 and beyond:

The sewer service charge rate to System users will increase from $6.68 to $6.75 per 1,000 gallons of water 
consumption and the sewer service base charge will increase from $24.68 to $27.62 for residential customers 
for fi scal year 2018. Subsequent rate increases for the sewer service charge to $7.00, $7.34, $7.70, and $8.08 
along with increases to the sewer service base charge to $30.38, $33.42, $36.76, and $40.44 for fi scal years 
2019, 2020, 2021, and 2022, respectively, have also been approved. The base charge for commercial custom-
ers is based on the meter size.

For fi scal year 2018, Sewer availability fees are increasing from $7,750 to $8,100 for Single Family Dwell-
ings; from $6,200 to $6,480 for Townhouses, Apartments, Mobile Homes, and any other residential dwelling 
Units; from $1,938 to $2,025 for Hotels, Motels, and Dormitory Rental Units; and from $401 to $405 for 
Nonresidential Fixture Units . Also, no fee increases for fi scal years 2019, 2020, 2021, and 2022 have been 
approved. Unit sales of sewer availability taps averaged 328 per month during the fi rst quarter of fi scal year 
2018, compared to 469 per month during the comparable period of fi scal year 2017.

Interest rates on the County’s investments through the fi rst quarter of fi scal year 2018 have been approximate-
ly 1.42%, an increase from fi scal year 2017 rates.

The System’s adopted budget for operating expenses, excluding depreciation and amortization, for fi scal year 
2018 is $101.5 million. The System’s adopted budget for capital asset acquisitions for fi scal year 2018 is 
$69.3 million, to be funded with available resources and bond proceeds. This budget includes $23.0 million 
for the rehabilitation and renovation of the System’s sewer lines, $14.7 million for upgrades to the county-
owned treatment plant, and the System’s share of the upgrade costs of the Alexandria Renew Enterprises’, 
Arlington’s, and the District of Columbia’s wastewater treatment facilities in the amounts of $18.0 million, 
$1.2 million, and $12.4 million, respectively.

Cඈඇඍൺർඍංඇ ඍඁൾ Sඒඌඍൾආ’ඌ Fංඇൺඇർංൺඅ Mൺඇൺൾආൾඇඍ

This fi nancial report is designed to provide the System’s customers and investors and creditors with a general 
overview of the System’s fi nances and to demonstrate the System’s accountability for the money it receives. 
If you have questions about this report or need additional fi nancial information, please contact the County of 
Fairfax, Virginia, Department of Finance, 12000 Government Center Parkway, Fairfax, Virginia, 22035.
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June 30, 2017
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June 30, 2017
(1) Sඎආආൺඋඒ ඈൿ Sංඇංൿංർൺඇඍ Aർർඈඎඇඍංඇ Pඈඅංർංൾඌ

(a) Basis of Presentation

The County of Fairfax, Virginia Integrated Sewer System (System) is an enterprise fund of the County 
of Fairfax, Virginia (County), and provides sewer services to approximately 1.0 million residents 
through a County-wide sewer system of over 3,200 miles of sewer lines. The sewer service area, 
approximately 234 square miles, is defi ned and controlled through the County of Fairfax Board of 
Supervisors (Board). The System is governed by the Board and managed and operated separately as the 
Wastewater Management Program, one of fi ve major activities of the County’s Department of Public 
Works and Environmental Services.

As a County business-type activity, System fi nancial information is separately accounted for in an 
enterprise fund and is included in the County’s Comprehensive Annual Financial Report (CAFR).  

These fi nancial statements are only of the operations of the System and are not intended to present the 
fi nancial position, changes in fi nancial position, or, where applicable, cash fl ows of the County.

(b)  Basis of Accounting

The System is required to recover the costs of providing services, including capital costs, through 
user charges.  Accordingly, the System uses enterprise fund accounting, an economic resources 
measurement focus, and the accrual basis of accounting. Consequently, revenues are recognized when 
earned and expenses are recorded as incurred.  The System defi nes operating revenues and expenses 
as those directly related to providing sewer services.  Operating revenues consist of charges to System 
users.  Operating expenses include personnel, materials and supplies, services purchased from other 
local jurisdictions, and depreciation and amortization of capital assets.  All revenues and expenses 
not meeting this defi nition are reported as nonoperating revenues and expenses; these include sewer 
availability fees, bond issue costs, gain (loss) on disposal of capital assets, investment earnings and 
interest on outstanding debt. 

(c)  Use of Estimates

The preparation of fi nancial statements in conformity with U.S. generally accepted accounting 
principles requires management to make estimates and assumptions that aff ect certain reported amounts 
and disclosures.  Accordingly, actual results could diff er from those estimates. 

(d)  Tax Status

The System, as part of a local government, is not subject to federal, state, or local income taxes, and, 
accordingly, no provision for income taxes is made. 

(e)  Sewer Service Charges

The major sources of revenue for the System are sales to existing customers for continuing sewer 
service.  Customers are charged for sewer service based on metered water usage in addition to a base 
charge, which is determined by meter size.  Sewer service charges are designed to recover the costs of 
operation and maintenance of the System, as well as debt service and capital project costs attributable
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to supporting or improving wastewater treatment services to the System’s customers.  Sewer service 
charges are recorded as operating revenue. 

(f)  Unbilled Service Charges

An estimated amount has been recorded for services rendered but not yet billed as of the close of the 
fi scal year.  This estimated receivable is calculated by prorating water consumption and billings for 
certain prior months.

(g)  Availability Charges

New customers connecting to the System are required to pay an availability fee before obtaining a 
building permit in the County.  Availability fees are used to recover the construction and fi nancing costs 
associated with expanding System capacity.  Availability fees are reported as nonoperating revenue. 

In fi scal year 2015, a payment plan for an availability charge was established with a customer. This 
payment arrangement necessitated presenting the accounts receivables due beyond one year, as a long-
term receivable. 

(h)  Cash and Investments on Deposit with the County of Fairfax, Virginia

The System maintains the majority of its available cash in a cash and investment pool administered by 
the County. Such amounts are considered to be cash equivalents for purposes of the Statement of Cash 
Flows.  To optimize investment returns, the System’s funds are invested together with all other County 
pooled funds, all of which are fully insured or collateralized.  The County allocates, on a monthly 
basis, any investment earnings based on the System’s average balance in pooled cash and investments, 
less an administrative charge.  

(i)  Flow Assumption for Restricted Assets

Restricted assets are liquid assets which have third-party limitations on their use. When both restricted 
and unrestricted assets are available for use, it is the System’s policy to use restricted resources fi rst, 
then unrestricted assets when needed.  See Note 4 for additional information regarding restricted assets.

(j)  Investments

Investments consist primarily of U.S. government securities that mature in less than one year from the 
date of purchase and discount government-sponsored enterprise (GSE) securities, which are stated at 
amortized cost unless otherwise noted. 

(k)  Inventories

Inventories are carried at cost using an average unit cost method.  The System’s inventories consist of 
operating supplies and certain system replacement parts.

(l) Prepaid Assets

Prepaid items represent non-inventory transactions that do not qualify for expense or expenditure 
recognition, but the cash fl ow occurred as of the end of the fi scal year but prior to meeting the 
requirements for liability recognition.
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(m)  Capital Assets

Capital assets that individually cost $5,000 or more  with a useful life of more than one year are 
capitalized and recorded at cost.  Contributed capital assets are recorded at their estimated acquisition 
value on the date of donation.  Capital assets are depreciated/amortized over their estimated useful 
lives using the straight-line method.  The estimated useful lives are as follows:

Infrastructure  10-50 years

Sewer lines       50 years

Buildings  20-50 years

Purchased capacity       99 years

Improvements  15-25 years

Equipment  5-20 years

Software 5-20 years

For constructed assets, all costs necessary to bring such assets to the condition and location necessary 
for the intended use, including interest on related debt, are initially treated as construction in progress 
and subsequently as buildings, improvements, or purchased capacity once the assets are substantially 
complete.  Depreciation and amortization on constructed assets begin when the assets are substantially 
ready for their intended use.  At June 30, 2017, the System incurred $21,992,462 in interest costs and 
capitalized $2,420,820 during the fi scal year.

(n)  Retirement Plan

Employees of the System participate in the Fairfax County Employees’ Retirement System (Retirement 
Plan). The net pension liability and associated deferred outfl ows of resources and deferred infl ows of 
resources are reported with a one year lag when compared with the fi duciary net position as reported by 
the retirement system.  Employer contributions to the plan during the current fi scal year are refl ected 
as a deferred outfl ow of resources which will impact the net pension liability of the subsequent year. 
Benefi ts and refunds are recognized when due and payable in accordance with the terms of the plan. 
Detailed information about the retirement plan is found in Note 6. 

(o)  Compensated Absences

Employees earn vacation pay based on a prescribed formula, which allows employees with less than 
10 years of service to accumulate a maximum of 240 hours and employees with 10 years or more of 
service to accumulate a maximum of 320 hours of vacation benefi ts as of the end of each calendar year.  
In addition, employees may accrue compensatory leave for hours worked in excess of their scheduled 
hours.  Compensatory leave in excess of 240 hours at the end of the calendar year is forfeited.  The 
current pay rate and certain employer-related fringe benefi ts are used to calculate the year end accruals.  
At June 30, 2017, the System accrued $2,189,183 for such compensated absences. 

(p)  Intergovernmental Agreements

The County has entered into several intergovernmental agreements for the purpose of sharing sewage 
fl ow and treatment facility costs.  The payments to other governmental units made to reimburse 
operating costs are reported as expenses in the year incurred.  The interest payments for debt service 
are reported as nonoperating expenses.  The payments made for construction costs for facility capacity 
expansions are reported as purchased capacity (see notes 5 and 9).  Through these capital payments, 
the System has exclusive entitlements to treatment capacities at other governmental sewage treatment 
facilities.
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(2)  Dඎൾ Fඋඈආ Oඍඁൾඋ Gඈඏൾඋඇආൾඇඍൺඅ Eඇඍංඍංൾඌ

Amounts due from other governmental entities consist of customer service charges, which are billed and 
collected by Fairfax Water and other local water authorities, and sales of sewer services to other jurisdictions 
which utilize the System’s sewage treatment and collection facilities.

The Board appoints the members of the board of Fairfax Water; however, the County’s accountability does 
not extend beyond making the appointments.  During fi scal year 2017, Fairfax Water collected approximately 
$180.3 million on behalf of the System. As of June 30, 2017, the System has receivables of approximately 
$41.5 million due from Fairfax Water and $7.0 million due from other governmental entities.

(3)  Dൾඉඈඌංඍඌ ൺඇൽ Iඇඏൾඌඍආൾඇඍඌ

The System’s available cash is invested in the County’s cash and investment pool.  The County maintains an 
investment policy, the overall objectives of which are the preservation of capital and the protection of invest-
ment principal; maintenance of suffi  cient liquidity to meet operating requirements; conformance with federal, 
state, and other legal requirements; diversifi cation to avoid incurring unreasonable risks regarding specifi c 
security types or individual fi nancial institutions; and attainment of a market rate of return.  Oversight of in-
vestment activity is the responsibility of the Investment Committee, which is comprised of the chief fi nancial 
offi  cer and certain key management and investment staff .  

The Code of Virginia (Code) authorizes the County and the System to purchase the following types of investments:

• Commercial paper

• U.S. Treasury and agency securities

• U.S. Treasury strips

• Certifi cates of deposits and bank notes

• Insured deposits

• Demand deposit accounts

• Money market funds

• Bankers acceptances

• Repurchase agreements

• Medium term corporate notes

• Local government investment pool

• Asset-backed securities

• Hedged debt obligations of sovereign governments

• Securities lending programs

• Obligations of the Asian Development Bank

• Obligations of the African Development Bank

• Obligations of the International Bank for Reconstruction and Development 

• Obligations of the Commonwealth of Virginia and its instrumentalities

• Obligations of counties, cities, towns, and other public bodies located within the Commonwealth of 
Virginia
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• Obligations of state and local government units located within other states

• Savings accounts or time deposits in any bank or savings institution within the Commonwealth that 
complies with the Code

However, the County’s investment policy precludes the investment of pooled funds in derivative securities, or 
reverse repurchase agreements.  

(a)  Interest Rate Risk

The System’s investment in the pool is covered by the County’s policy to minimize the risk that the 
market value of securities in its portfolio will fall due to changes in market interest rates.  To achieve 
this minimization of risk, the County structures the pooled investment portfolio so that suffi  cient 
securities mature to meet cash requirements for ongoing operations, thereby avoiding the need to sell 
securities on the open market prior to maturity.  Pooled investments that are purchased to meet liquidity 
needs shall have a target weighted average maturity of 90 days.  All other pooled funds are invested 
primarily in shorter-term securities.  

(b)  Credit Risk

It is also the County’s policy to minimize the risk of loss due to the failure of an issuer or other counter 
party to an investment to fulfi ll its obligations.  The County pre-qualifi es fi nancial institutions, broker-
dealers, intermediaries, and advisers with which the County does business.  Based on the County’s 
investment policy, the pooled investments are limited to relatively low risk types of securities and are 
diversifi ed so that potential losses on individual securities will be minimized.  Also, new investments 
shall not be made in securities that are listed on Moody’s Watchlist or S&P’s Credit Watch with a short 
term negative rating.  The policy specifi es the following acceptable credit ratings for specifi c types of 
investments in the pooled portfolio:  

 • U.S. government-sponsored enterprise (GSE) instruments shall be rated by both Moody’s and  
  S&P with a minimum rating of Prime 1 and A-1, respectively.

 • Prime quality commercial paper shall be rated by at least two of the following: Moody’s,   
  with a minimum rating of Prime 1; S&P, with a minimum rating of A-1; Fitch Investor’s   
  Services, Inc. (Fitch), with a minimum rating of F-1; or by Duff  and Phelps, Inc., with a   
  minimum rating of D-1. 

 • Mutual funds must have a rating of AAA or better by S&P, Moody’s, or another nationally  
  recognized rating agency.

 • Bank deposit notes must have a rating of at least A-1 by S&P and P-1 by Moody’s.

 • Banker’s acceptances must have a rating by at least two of the following: Moody’s P-1, S&P  
  A-1, Fitch F-1 and Duff  and Phelps D-1.

 • The VIP Trust Fund’s policy is to maintain a bond fund rating on the Portfolio of AA/S1   
 or better from S&P. Moody’s, S&P and Fitch are nationally recognized statistical rating   
 organizations (NRSRO) serving investors, regulators and issuers. 
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 • Corporate notes must have a rating of at least Aa by Moody’s and a rating of at least   
AA by S&P.

The portfolio weighted average maturity for The County’s entire cash and investment pool was 143.0, as of 
June 30, 2017. The County’s portfolio, as of June 30, 2017, consisted of investments with credit quality ratings 
shown below:

(c)  Concentration of Credit Risk

          The County’s investment policy sets the following limits for the types of securities held in its pooled  
investment portfolio:

 In addition, not more than 5% of the total pooled funds available for investment at the time of purchase may 
be invested in any one issuing or guaranteeing corporation for commercial paper, banker’s acceptances, 
corporate notes, and bank notes.

 (d)  Custodial Credit Risk

For deposits, custodial credit risk is the risk that in the event of a failure of a depository fi nancial 
institution, the reporting entity may not recover its deposits.  In accordance with the Virginia Security 
for Public Deposits Act (Act), all of the County’s deposits are covered by federal depository insurance 
or collateralized in accordance with the Act, which provides for the pooling of collateral pledged by 
fi nancial institutions with the Treasurer of Virginia to secure public deposits as a class.  No specifi c 
collateral can be identifi ed as security for one public depositor, and public depositors are prohibited 
from holding collateral in their name as security for deposits.  If any member fi nancial institution fails, 
the entire collateral pool becomes available to satisfy the claims of governmental entities.  If the value 
of the pool’s collateral is inadequate to cover a loss, additional amounts are assessed on a pro rata 
basis to the members of the pool.  The State Treasury Board is responsible for monitoring compliance 
with the collateralization and reporting requirements of the Act and for notifying local governments of 
compliance by participating fi nancial institutions.  A multiple fi nancial institution collateral pool that 
provides for additional assessments is similar to depository insurance, therefore, funds deposited in 
accordance with the requirements of the Act are considered to be fully insured. 

For investments, custodial credit risk is the risk that, in the event of the failure of a counter party, the  
County will not be able to recover the value of its investments or collateral securities that are in the
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possession of an outside party.  Per policy, all of the pooled investments purchased by the 
County are insured, or collateralized, or registered, or are securities held by its agent in the 
County’s name.  

Additional information and information by investment type related to the interest rate risk and 
the credit risk pertaining to the entire cash and investment pool can be found in the County’s 
Comprehensive Annual Financial Report for the fi scal year ended June 30, 2017. 

(e)  Fair Value Measurement

The reporting entity’s pooled investments are reported at fair value, except for money market funds 
and investments that have a remaining maturity at the time of purchase of one year or less. These 
are carried at amortized cost, which approximates fair value. The fair value of all investments is 
determined annually and is based on current market prices. The reporting entry categorizes its fair 
value measurements within the fair value hierarchy established by generally accepted accounting 
principles. The hierarchy is based on the source and type of information used to determine the fair 
value of the asset. Level 1 information is quoted prices in accessible active markets, Level 2 would be 
utilized information that is observable, either directly or indirectly from a source other than an active 
market, and Level 3 includes unobservable information to arrive at the valuation.  The System has the 
following investments as of June 30, 2017, reported below at fair value using quoted prices in an active 
market for identical assets (level 1 inputs):

(4)  Rൾඌඍඋංർඍൾൽ Aඌඌൾඍඌ ൺඇൽ Rൾඌඍඋංർඍൾൽ Nൾඍ Pඈඌංඍංඈඇ

As of June 30, 2017, the System had restricted cash and investments of $142,556,933 for certain purposes in 
order to manage its funds in accordance with the 1985 General Bond Resolution (the Resolution), as modifi ed 
through July 2009.  The Resolution requires that the System must set aside or restrict funds for certain purpos-
es, including sewer construction, extensions and improvements, establishing a long-term debt service reserve, 
and funding current debt service requirements. The System’s restricted assets and restricted net position as of 
June 30, 2017, are as follows:
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(5)  Cൺඉංඍൺඅ Aඌඌൾඍඌ

Changes in capital assets for the year ended June 30, 2017 is as follows:

Changes in purchased capacity, net of accumulated amortization, for the year ended June 30, 2017, in relation 
to each jurisdiction, are detailed as follows:
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(6)  Rൾඍංඋൾආൾඇඍ Pඅൺඇ

(a)   Plan Description

Employees of the System are provided with pensions through the Fairfax County Employees’ Retirement 
System (ERS), a single-employer defi ned benefi t pension plan which covers full-time and certain part-time 
employees of Fairfax County and component units of the County, who are not covered by other plans of the 
County or the Virginia Retirement System.  

(b)   Benefi ts Provided

Benefi t provisions are established and may be amended by County ordinances.  All benefi ts vest at fi ve years 
of creditable service.  Members who were hired before January 1, 2013 may elect to join Plan A or Plan B, 
and members who were hired on or after January 1, 2013 may elect to join Plan C or Plan D.  To be eligible 
for normal retirement, an individual must meet the following criteria: (a) attain the age of 65 with fi ve years 
of creditable service, (b) for Plans A and B, attain the age of 50 with age plus years of creditable service being 
greater than or equal to 80, or (c) for Plans C and D, attain the age of 55 with age plus years of service be-
ing greater than or equal to 85.  The normal retirement benefi t is calculated using average fi nal compensation 
(i.e., the highest 78 consecutive two week pay periods or the highest 36 consecutive monthly pay periods) and 
years (or partial years) of creditable service at date of termination. In addition, if normal retirement occurs be-
fore Social Security benefi ts are scheduled to begin, an additional monthly benefi t is paid to retirees.  The plan 
provides that unused sick leave credit may be used in the calculation of average fi nal compensation by pro-
jecting the fi nal salary during the unused sick leave period.  Those who commenced employment on or after 
January 1, 2013, may not use more than 2,080 hours of accrued sick leave toward service credit for retirement 
or DROP entry. The benefi t for early retirement is actuarially reduced and payable at early termination. 
Eff ective July 1, 2005, a Deferred Retirement Option Program (DROP) was established for eligible members 
of the ERS. Members who are eligible for normal service retirement are eligible to participate in this program.  
DROP provides the ability for an employee to retire for purposes of the pension plan, while continuing to 
work and receive a salary for a period of three years.  During the DROP period, the pension plan accumulates 
the accrued monthly benefi t into an account balance identifi ed as belonging to the member.  The account bal-
ance is credited with interest in the amount of 5.0% per annum, compounded monthly.  The monthly benefi t 
is calculated using service and fi nal compensation as of the date of entry in DROP, with increases equal to the 
annual cost-of-living adjustment provided for retirees.

(c)   Funding Policy

All contribution requirements for ERS are established and may be amended by Country ordinances, including 
member contribution rates.  Plan A and Plan C require member contributions of 4.00 percent of compensation 
up to the Social Security wage base and 5.33 percent of compensation in excess of the wage base.  Plan B and 
Plan D require member contributions of 5.33 percent of compensation. 

The County is required to contribute at an actuarially determined rate; the rate for the year ended June 30,  
2017, was 22.90 percent of annual covered payroll.  In the event the ERS’s funded ratio (the ratio of the 
actuarial value of assets to the actuarial accrued liability) exceeds 120.00 percent or falls below 90.00 percent, 
the contribution rate will be adjusted to bring the funded ratio back within these parameters. The employer 
contribution made during the measurement period of the liability was $3,323,979. The 2017 employer contri-
bution totaled $3,653,175.
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(d)   Pension Liabilities, Pension Expense, and Deferred Outfl ows of Resources and Deferred Infl ows of 
Resources Related to Pensions

At June 30, 2017, the System reported a liability of $32,568,322 for its proportionate share of the net pension 
liability.  The ERS calculated Total Pension Liability was based on participant data collected as of December 
31, 2015 and actuarial valuation as of June 30, 2016, using the entry age actuarial cost method, with measure-
ment date of June 30, 2016.  At June 30, 2016, the System’s proportion was 2.13 percent, an increase of 0.06 
percent from its proportion measured as of June 30, 2015.

For the year ended June 30, 2017, the System recognized pension expense of $4,127,813.  At June 30, 2017, 
the System’s reported deferred outfl ows of resources and deferred infl ows of resources related to pensions 
from the following sources:

Deferred outfl ows of resources in the amount of $3,653,175 related to pensions resulting from the System 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension liabil-
ity in the year ended June 30, 2018.  Other amounts reported as deferred outfl ows of resources and deferred 
infl ows of resources related to pensions will be recognized in pension expense as follows:

(e)   Actuarial Assumptions

The reported total pension liability (TPL) calculation was based on participant data collected as of December 
31, 2015 and the actuarial valuation as of June 30, 2016, using the entry age actuarial cost method, with 
a measurement date of June 30, 2016. Signifi cant actuarial assumptions used in the valuation include the 
following, found on the next page:

Deferred Outflows of 
Resources

Deferred Inflows of 
Resources

Differences between expected and actual experience -$                                   1,964,204$                         
Changes of  assumptions 1,219,326                           -                                     
Net difference between projected and actual earning 
on pension plan investments 6,106,206                           -                                     
Change in proportion applicable to Authority 634,343                              741,065                              
Authority contributions subsequent to the 
measurement date 3,653,175                           -                                    
Total 11,613,050$                       2,705,269$                         
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The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial experi-
ence study for the period July 1, 2010 to June 30, 2015.

The long term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension 
plan investment expense and infl ation) are developed for each major asset class.  These ranges are combined to 
produce the long term expected rate of return by weighting the expected future real rates of return by the target 
asset allocation percentage and by adding expected infl ation.

Best estimates of arithmetic real rates of return for each major asset class included in the ERS’s target asset 
allocation as of June 30, 2016, are summarized below:

(f)   Discount Rate

The discount rate used to measure the total pension liability was 7.25 percent.  The projection of cash fl ows 
used to determine the discount rate assumed that plan member contributions will be made at the current con-
tribution rate and that County contributions will be made according to the County’s stated policy.  Based on 
those assumptions, the pension plan’s fi duciary net position was projected to be available to make all pro-
jected future benefi t payments of current plan members.  Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefi t payments to determine the total pen-
sion liability.  A schedule of funding progress can be found in the required supplementary information section 
of the report.
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(g)   Sensitivity of the System’s proportionate share of the net pension liability to changes in the discount 
rate

The following presents the System’s proportionate share of the net pension liability calculated using the 
discount rate of 7.25 percent, as well as what the System’s share of the net pension liability would be if it 
were calculated using a discount rate that is 1-percentage-point lower (6.25 percent) or 1-percentage-point 
higher (8.25 percent) than the current rate:

(h)   Pension Plan Fiduciary Net Position

The retirement system is considered a part of the County’s reporting entity and the system’s fi nancial statements 
are included in the County’s basic fi nancial statements as a trust fund.

Information concerning ERS as a whole, including pension plan’s fi duciary net position, is available in the 
County CAFR for the fi scal year ended June 30, 2017.  Additionally, the ERS issues a publicly available annual 
fi nancial report that includes fi nancial statements and required supplementary information.  That report may be 
obtained by writing to the Employees’ Retirement System, 12015 Lee Jackson Memorial Highway, Suite 350, 
Fairfax, Virginia 22033, or by calling (703) 279-8200.

7)  Oඍඁൾඋ Pඈඌඍ-Eආඉඅඈඒආൾඇඍ Bൾඇൾൿංඍඌ

The System participates in the County’s program to subsidize the health benefi t coverage of certain retirees 
and  surviving spouses.  In order to participate, retirees must have reached the age of 55 or be on disability 
retirement and must have health benefi t coverage in a plan provided by the County.  Retirees must have fi ve 
years of service in order to participate in this program.  The amount of monthly subsidy provided by the 
County is based on years of service and ranges from $15 per month to $175 per month.  Retirees receiving the 
subsidy prior to fi scal year 2004 are grandfathered at $100 per month unless their years of service entitle them 
to receive a higher monthly subsidy.  Beginning in fi scal year 2008, the subsidy is funded under the guidance 
of GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefi ts 
Other Than Pensions, which requires the County to recognize the cost of the retiree health subsidy and other 
post-employment benefi ts during the period of employees’ active employment.
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In addition, the System participates in a County program to subsidize the continuation of term life insurance, 
at reduced coverage amounts, for retirees who choose to participate in this cost-sharing program. The cost as-
sociated  with the System’s retirees for the year ended June 30, 2017 was approximately $330,000.  Addition-
al information regarding these programs is available in the County’s CAFR for the year ended June 30, 2017.

(8)  Lඈඇ-ඍൾඋආ Lංൺൻංඅංඍංൾඌ

The following is a summary of the changes in the System’s long-term liabilities for the fi scal year ended June 
30, 2017:

(a)  Sewer Revenue Bonds 

The System issues bonds under the 1985 General Bond Resolution (Resolution) adopted by the County 
Board of Supervisors. The Resolution includes a rate covenant under which the System has agreed that 
it will charge reasonable rates for the use of services rendered by the System. Furthermore, the System 
will adjust the rates, from time to time, to generate net revenues suffi  cient to provide an amount equal 
to 100% of its annual principal and interest requirements and the System’s annual commitments to fund 
its proportionate share of other jurisdictions’ debt service requirements. Pursuant to the Resolution, the 
System is required to maintain a reserve equal to the lesser of (i) the maximum principal and interest 
requirements of the outstanding bonds for any bond year and (ii) 125% of the average annual principal 
and interest for any bond year. In the opinion of the System’s management, the System is in compliance 
with all Resolution covenants. Payment of the principal and interest on all Sewer revenue bonds is 
secured by a pledge of gross revenues derived from the System after provisions for payment of the 
operating expenses of the System. The bonds do not constitute general obligations of the County, and 
authorization to issue any additional debt rests with the Board. In addition, the System is required to 
adhere to and is in compliance with the rebate and reporting requirements of the federal regulations 
pertaining to arbitrage.
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On October 14, 2004, the System issued $94,005,000 of Sewer Revenue Refunding Bonds (the Series 
2004 Bonds) with an average interest rate of 4.61% to advance refund $91,430,000 of the outstanding 
Series 1996 Bonds with an average interest rate of 5.82%. The net proceeds were used to redeem the 
Series 1996 Bonds on July 15, 2006.

On June 17, 2009, the System issued $152,255,000 of Sewer Revenue Bonds (the Series 2009 Bonds) 
with an average interest rate of 4.72% to fund upgrade costs allocable to the System at certain treatment 
facilities. On August 8, 2012, the System issued $90,710,000 of Sewer Revenue Bonds (the Series 2012 
Bonds) with an average interest rate of 4.54% to fund upgrade costs allocable to the System at certain 
treatment facilities that are owned by, or that provide service to, the County, the purchase of additional 
capacity at certain wastewater treatment facilities for the benefi t of the County and the costs of certain 
additions, extensions, and improvements to the County’s sewage collection, treatment, and disposal 
systems.

On April 16, 2014, the System took advantage of lower market interest rates and issued $61,755,000 
of Sewer Revenue Refunding Bonds (the Series 2014 Bonds) with an average interest rate of 4.14% to 
refund $69,745,000 of the outstanding Series 2004 Bonds with an average interest rate of 4.6 1%. The 
net proceeds were used to redeem the Series 2004 Bonds on July 15, 2014. This refi nancing resulted in 
a net deferred loss of $4,045,945 which will be amortized over 15 years. This refunding resulted in an 
aggregate decrease in the overall debt service of $15,461,166.

On May 12, 2016, due to lower market interest rates, the System issued $164,450,000 of Sewer Revenue 
Refunding Bonds (Series 2016a) with an average rate of 3.92% to refund $123,065,000 of outstanding 
Series 2009 Bonds with an average interest rate of 5.00% and to refund $46,720,000 of outstanding Series 
2012 Bond with an average interest rate of 4.50%. This resulted in a net deferred loss of $12,406,377 
with a remaining outstanding amount of $13,400,000 of unrefunded Series 2009 Bonds and $39,545,000 
of unrefunded Series 2012 bonds. This loss will be amortized over 24 years. The System will use the 
proceeds of the 2016a bonds to provide the redemption of the refunded bonds. This refunding resulted in 
an aggregate decrease in the overall debt service of $35,116,418.

On June 28, 2017, the System issued $85,785,000 of Sewer Revenue Bonds (the Series 2017 Bonds) with 
an average interest rate of 4.77% to provide funds for paying the costs of certain additions, extensions and 
improvements to the County’s sewage collection, treatment and disposal systems, capital improvement 
costs allocable to the County at certain wastewater treatment facilities that provide service to the County 
and, if necessary, purchasing additional capacity at certain wastewater treatment facilities for the benefi t 
of the County, and the costs of issuing the 2017 Bonds, and making a deposit to the Reserve Subfund.

The outstanding bonds as of June 30, 2017, consist of $10,295,000, $37,945,000, $55,305,000, 
$164,450,000, and $85,785,000 of Series 2009 Revenue Refunding Bonds, Series 2012 Revenue 
Refunding Bonds, Series 2014 Revenue Bonds, Series 2016a Revenue Refunding Bonds, and Series 2017 
Revenue Bonds respectively, that bear interest at varying rates and mature in varying amounts. The detail 
is as follows on the next page:
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(b)  Subordinated Sewer Revenue Bonds 

In June 2001 and June 2002, the System issued 20-year subordinated sewer revenue bonds in the 
amounts of $40,000,000 and $50,000,000, respectively, to the Virginia Water Facilities Revolving 
Fund, acting by and through the Virginia Resources Authority (VRA). The proceeds have been used to 
fi nance a portion of the System’s share of the expansion and upgrade costs of the Alexandria Renew 
Enterprises’ wastewater treatment facilities, which provide service to certain County residents. In 
September 2012, the System executed a rate reduction agreement with VRA reducing the interest rates 
on these bonds from 4.10% and 3.75% per annum, respectively, to 2.35% per annum and the required 
semi-annual debt service payments from $1,499,642 and $1,818,894, respectively to $1,395,539 and 
$1,706,099, respectively. The rate reduction agreement resulted in interest savings of $1,769,745 and 
$2,143,099, respectively.

In May 2016, the System executed a rate reduction agreement with VRA reducing the interest rate of 
the VRA 2001 and VRA 2002 bonds from 2.35% per annum to 0.95%. This reduced the semi-annual 
debt service payments from $1,395,539 and $1,706,099 respectively to $1,349,141 and $1,638,306, 
respectively. This rate reduction resulted in an aggregate decrease in the VRA 2001 and VRA 2002 
debt service of $463,990 and $813,525, respectively. These bonds are subordinated to all outstanding 
prior bond issues of the System and payments for operation and maintenance expenses.

As of June 30, 2017, the principal and interest payment schedule for the 2001 and 2002 subordinated 
revenue bonds is as follows on the next page:
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(c) Upper Occoquan Sewage Authority (UOSA) Debt

In January 1995,UOSA, a joint venture, issued $288,600,000 of Regional Sewer System Revenue Bonds to 
fi nance the cost of expanding the capacity of its wastewater treatment facilities from 32 million gallons per 
day (MGD) to 54 MGD and $42,260,000 of Regional Sewer System Revenue Refunding Bonds to refund 
certain outstanding bonds that had been issued to fi nance a prior expansion. On December 15, 2003 ,UOSA 
issued $58,150,000 of Regional Sewer System Revenue Refunding Bonds, of which the System’s share is 
$36,848,116, to advance refund the outstanding Series 1993 bonds, resulting in a $1,514,494 accounting 
gain, which is being amortized over the life of the Series 2003 Bonds. On November 9, 2004, UOSA is-
sued $49,395,000 of Regional Sewer System Revenue Refunding Bonds, of which the System’s share is 
$31,866,527, to advance refund a portion of the outstanding Series 1995 Bonds, resulting in a $619,329 
accounting gain, which is being amortized over the life of the Series 2004 Bonds. On July 1, 2005, UOSA 
issued $82,465,000 of Regional Sewer System Revenue Refunding Bonds, of which the System’s share 
is $53,201,198, to advance refund another portion of the outstanding Series 1995 Bonds, resulting in a 
$1,909,604 accounting gain, which is being amortized over the life of the Series 2005 Bonds. In February 
2007, UOSA issued $90,315,000 of Regional Sewer System Revenue Refunding Bonds, of which the Sys-
tem’s share is $58,265,521, to advance refund another portion of the outstanding Series 1995 Bonds, resulting 
in a $83,868 accounting loss, which is being amortized over the life of the Series 2007 Bonds. In Decem-
ber 2007, UOSA issued $119,715,000 of Regional Sewer System Revenue Bonds, of which the System’s 
share is $53,925,458, to fi nance the cost of expanding its wastewater treatment and conveyance facilities. In 
December 2010, UOSA issued $85,180,000 of Regional Sewer System Revenue Bonds, of which the Sys-
tem’s share is $34,113,615, to fi nance the cost of certain capital improvements. In fi scal year 2012, UOSA 
entered into VRA loans 2011A and 2011B to fund costs related to the Energy Service (ESCO) project and 
Phase 1 of the Nutrient Compliance Improvement Project (P1NR), respectively. In fi scal year 2013, UOSA 
issued $101,615,000 of Regional Sewer System Revenue Refunding Bonds of which the System’s share is 
$65,555,566, to refund the outstanding Series 2005 Bonds reducing total debt service payments over future 
years by approximately $4.9 million.

In fi scal year 2014, UOSA issued $37,735,000 of Regional Sewer System Revenue Refunding Bonds of 
which the System’s share is $23,911,671, to refund the outstanding Series 2003 Bonds. Although the refund-
ing resulted in an accounting loss of $2,520,436 which is being amortized over the life of the Series 2013B 
Bonds, the System reduced total interest payments over future years by approximately $2.1 million.

In fi scal year 2015, UOSA refi nanced a portion of Bond Series 2007. Of the $112,190,980 balance, 
$93,175,291 was refunded into Series 2014. This resulted in a gain of $2,029,199 which will be amortized 
over 24 years. This refunding resulted in an aggregate decrease in the overall debt service of $6,359,186.

In fi scal year 2016, UOSA refi nanced Bond Series 2007b. The entire remaining principal of $19,015,689 was 
refunded into Series 2016b. This resulted in a gain of $533,782 which will be amortized over 22 years. This 
refunding resulted in an aggregate decrease in the overall debt service of $4,676,694. The System’s share of 
UOSA’s total outstanding debt is $242,574,706 and it is subordinate to the Sewer Revenue Bonds issued by 
the System.
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Principal Interest Total Principal Interest Total
2018 2,604,074$   94,207$        2,698,281$   3,132,385$   144,227$      3,276,612$   
2019 2,628,871     69,410         2,698,281     3,162,212     114,399        3,276,611     
2020 2,653,904     44,376         2,698,280     3,192,324     84,286         3,276,610     
2021 2,679,177     19,105         2,698,282     3,222,724     53,888         3,276,612     
2022 -                  -                  -                  3,253,412     23,199         3,276,611     
Total 10,566,026$ 227,098$      10,793,124$ 15,963,057$ 419,999$      16,383,056$ 

Fiscal 
Year

2001 Subordinated Revenue Bonds 2002 Subordinated Revenue Bonds
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As of June 30, 2017, the System is obligated to fund its proportionate share of outstanding UOSA Regional 
Sewer System Revenue and Refunding Bonds, as follows:
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Fiscal 
Year Principal Interest Total

2018 $ 10,731,814 $ 8,949,049 $ 19,680,863
2019 11,127,170 8,550,799 19,677,969
2020 11,547,063 8,132,123 19,679,186
2021 11,642,341 7,690,937 19,333,278
2022 14,800,382 7,449,177 22,249,559
2023 12,698,834 7,117,592 19,816,426
2024 13,017,104 6,799,723 19,816,827
2025 13,368,383 6,449,608 19,817,991
2026 20,894,646 6,077,087 26,971,733
2027 15,229,928 5,191,993 20,421,921
2028 15,961,871 4,456,495 20,418,366
2029 16,736,474 3,684,437 20,420,911
2030 5,089,079 2,873,707 7,962,786
2031 5,286,945 2,681,152 7,968,097
2032 5,482,906 2,479,794 7,962,700
2033 5,616,039 2,270,887 7,886,926
2034 5,575,591 2,057,284 7,632,875
2035 5,710,040 1,842,795 7,552,835
2036 5,931,247 1,618,186 7,549,433
2037 6,165,630 1,384,868 7,550,498
2038 6,410,912 1,139,798 7,550,710
2039 6,686,953 932,947 7,619,900
2040 6,951,962 667,146 7,619,108
2041 6,076,026 390,810 6,466,836
2042 1,881,299 149,580 2,030,879
2043 1,954,067 76,209 2,030,276

Total $ 242,574,706 $ 101,114,183 $ 343,688,889

UO SA
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(9) Cඈආආංඍආൾඇඍඌ ൺඇൽ Cඈඇඍංඇൾඇർංൾඌ

(a) Cost Sharing Agreement with Alexandria Renew Enterprises (AlexRenew) 

The System is obligated under an agreement with the ARE to share in the construction and operating costs and 
debt service requirements for ARE’s sewage treatment facility. Currently, the System has a capacity entitle-
ment of 32.4 MGD, which is 60% of the facility’s total capacity of 54 MGD. Although the System is allowed 
one nonvoting representative at the meetings of ARE, the System has no signifi cant infl uence in the manage-
ment of the treatment facilities. In addition, the System has no direct ongoing equity interest in the assets or 
liabilities of AlexRenew. Accordingly, the System does not account for this commitment as a joint venture. 

A new construction program to build enhanced nutrient removal facilities has been initiated. The System paid 
AlexRenew $11,407,244 for purchased capacity in fi scal year 2017 to fund its share of the construction and 
land acquisition costs. The System estimates its share of the remaining construction costs to be $143,298,000, 
of which $18,034,000 is expected to be incurred in fi scal year 2018 and the balance over fi scal years 2019 
to 2026. In addition, the System made total payments of $13,350,729 to ARE during fi scal year 2017 for its 
share of the AlexRenew’s operating costs.

(b)  Cost Sharing Agreement with the District of Columbia (District)

The System is obligated under the 2012 Blue Plains Intermunicipal Agreement (2012 IMA), which replaced 
the 1985 IMA, between the County; the District; the District of Columbia Water and Sewer Authority (DC 
Water); Montgomery County, Maryland; Prince George’s County, Maryland; and the Washington Suburban 
Sanitary Commission to share the construction and operating costs of the Blue Plains Wastewater Treatment 
Plant, which is operated by DC Water.  Currently, the System has a capacity entitlement of 31 MGD, which is 
approximately 8.4% of the Plant’s total capacity of 370 MGD.  DC Water has a Board of Directors comprised 
of six members from the District, two each from Montgomery and Prince George’s Counties, and one from 
the County.  The System has no signifi cant control over plant operations and construction and no ownership 
interest in the assets of DC Water.  Accordingly, the System does not account for this commitment as a joint 
venture. 

The Blue Plains Plant is currently undergoing a major renovation of its nitrogen removal facilities along with 
the construction of new wet weather fl ow facilities. The System paid DC Water $13,798,518 for purchased 
capacity in fi scal year 2017 and to fund its share of construction costs; the System estimates its share of the 
remaining construction costs to be $79,221,000, of which $12,424,000 is expected to be incurred in fi scal 
year 2018 and the balance over fi scal years 2019 to 2026.  In addition, the System made total payments of 
$10,644,395  to DC Water during fi scal year 2017, for its share of the Plant’s operating costs. 

(c)   Joint Venture – Upper Occoquan Sewage Authority (UOSA)

 UOSA is a joint venture created under the provisions of the Virginia Water and Waste Authorities Act on 
March 3, 1971, by a concurrent resolution of the governing bodies of the County, Prince William County, 
and the Cities of Manassas and Manassas Park to fi nance, construct, and operate a regional sewage treatment 
facility.  Currently, the System has a capacity entitlement of 22.6 MGD, which is 42% of the facility’s total 
capacity of 54 MGD. The governing body of UOSA is an eight member board of directors consisting of two 
members from each participating jurisdiction appointed to four year terms.  The UOSA Board of Directors 
adopts an annual operating budget based on projected sewage fl ows.
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The County has no explicit and measurable interest in UOSA but does have an ongoing fi nancial responsibil-
ity for its share of UOSA’s construction costs, operating costs, and annual debt service.  There are no ongo-
ing construction costs for UOSA and the System did not purchase capacity from UOSA in fi scal year 2017. 
In addition, the System made total payments to UOSA of $13,420,485 in fi scal year 2017 to pay its share of 
UOSA’s operating costs.

Summarized UOSA fi nancial information as of and for the year ended June 30, 2016, (the most recent avail-
able audited fi nancial information) is shown below:

(d)  Cost Sharing Agreement with Arlington County, Virginia (Arlington)

The System is obligated under the 1989 Sewage Conveyance Treatment and Disposal Agreement with Ar-
lington to share the construction and operating costs of the sewage treatment facility owned and operated by 
Arlington.  Currently, the System has a capacity entitlement of 3 MGD, which is 7.5% of the facility’s total 
capacity of 40 MGD.  The System has no direct ongoing equity interest in the facility’s assets and liabilities.  
Furthermore, the System has no signifi cant infl uence in the management of Arlington’s treatment facility.  Ac-
cordingly, the System does not account for this commitment as a joint venture. 

The Arlington facility has recently completed a major upgrade to meet new water quality standards. The Sys-
tem paid Arlington $979 for purchased capacity in fi scal year 2017 to fund its share of the construction costs; 
the System estimates its share of the remaining construction costs to be $17,462,000, of which $1,164,000 is 
expected to be incurred in fi scal year 2017 and the balance over fi scal years 2019 to 2026.  In addition, the 
System made total payments of $2,066,590 to Arlington during fi scal year 2017 for its share of Arlington’s 
operating costs. 

(e)  Cost Sharing Agreement with Loudoun County, Virginia, Sanitation Authority (Loudoun Water) 

The System is obligated under the Broad Run Water Reclamation Facility Capacity Agreement with Loud-
oun Water to share the construction and operating costs and debt service requirements of the sewage treat-
ment facility owned and operated by Loudoun Water.  Currently, the System has a capacity entitlement of 1.0 
MGD, which is 9.0% of the facility’s total capacity of 11 MGD.  The System has no direct ongoing interest in 
the facility’s assets and liabilities.  Furthermore, the System has no signifi cant infl uence in the management of 
Loudoun Water’s treatment facility.  Accordingly, the System does not account for this commitment as a joint 
venture.

The System will incur operating costs once it starts to deliver fl ows to Loudoun Water’s facilities which has 
not happened to date and is not expected to start in fi scal year 2018. The Broad Run Plant is a new facility; 
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The complete fi nancial statements for UOSA can be obtained by writing to UOSA at 14631 Compton Road, 
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(f)  Other Commitments

At June 30, 2017, the System had contractual commitments of approximately $52,565,000 for construction of 
various sewer projects, excluding the ARE, District, UOSA, Arlington County, and Loudoun Water contrac-
tual commitments noted above.

(g)  Other Contingencies

The System is contingently liable with respect to lawsuits and other claims which arise in the ordinary course 
of its operations.  It is the opinion of the management of the System and the County, as well as the County 
Attorney, that any losses which may ultimately be incurred as a result of those suits and claims will not be 
material to the System’s fi nancial statements.

(10)  Rංඌ Mൺඇൺൾආൾඇඍ

The System is exposed to various risks of loss related to torts, theft of, damage to and destruction of as-
sets, errors and omissions, injuries to employees and citizens, and natural disasters. For all of these risks, the 
System participates in the County’s insurance program, which includes self-insurance and the purchase of 
certain commercial insurance policies. The System is charged by the County for costs associated with work-
ers’ compensation, vehicle and general liability risks, and the costs associated with other risks are borne by 
the County.  There were no claims settlements in excess of insurance coverage in any of the past three fi scal 
years. Information regarding the County’s insurance program is available in the County’s CAFR for the fi scal 
year ended June 30, 2017.

(11)  Iආඉඅൾආൾඇඍൺඍංඈඇ ඈൿ Nൾඐ Aർർඈඎඇඍංඇ Pඋඈඇඈඎඇർൾආൾඇඍඌ

In fi scal year 2017, the System implemented all remaining provisions of GASB Statement No. 73, Account-
ing and Financial Reporting for Pensions and Related Assets That Are Not within the Scope of GASB State-
ment 68, and Amendments to Certain Provisions of GASB Statements 67 and 68.  GASB Statement No. 74, 
Financial Reporting for Postemployment Benefi t Plans Other Than Pension Plans, GASB Statement No. 77, 
Tax Abatement Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer 
Defi ned Benefi t Pension Plans, GASB Statement No. 80,  Blending Requirements for Certain Component 
Units—an amendment of GASB Statement No. 14, and GASB Statement No. 82,  Pension Issues. The imple-
mentation of these new standards did not have a material impact on the Authority’s fi nancial statements for 
fi scal year 2017.
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Iඇඍൾඋൺඍൾൽ Sൾඐൾඋ Sඒඌඍൾආ  Cඈඎඇඍඒ ඈൿ Fൺංඋൿൺඑ, Vංඋංඇංൺ
Rൾඊඎංඋൾൽ Sඎඉඉඅൾආൾඇඍൺඋඒ Iඇൿඈඋආൺඍංඈඇ (unaudited)

1.0 Sඎඉඉඅൾආൾඇඍൺඅ Pൾඇඌංඈඇ Iඇൿඈඋආൺඍංඈඇ

Tables indicating the System’s proportionate share of the Net Pension Liability and a schedule of the System’s 
contributions.

Tൺൻඅൾ 1.1

Tൺൻඅൾ 1.2
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Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ

Iඇඍൾඋൺඍൾൽ Sൾඐൾඋ Sඒඌඍൾආ  Cඈඎඇඍඒ ඈൿ Fൺංඋൿൺඑ, Vංඋංඇංൺ
Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ (unaudited)

1.0 Fංඇൺඇർංൺඅ Tඋൾඇൽඌ

Financial trends information in intended to assist users in understanding and assisting how the system’s fi nan-
cial position has changed over time.  There are four tables presented in this section.

Tൺൻඅൾ 1.1 - Nൾඍ Pඈඌංඍංඈඇ ൻඒ Cඈආඉඈඇൾඇඍ (a) - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 1.2 - Cඁൺඇൾඌ ංඇ Nൾඍ Pඈඌංඍංඈඇ (a) - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 1.3 - Oඉൾඋൺඍංඇ Rൾඏൾඇඎൾ Dൾඍൺංඅ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 1.4 - Oඉൾඋൺඍංඇ Eඑඉൾඇඌൾඌ Dൾඍൺංඅ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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2.0 Rൾඏൾඇඎൾ Cൺඉൺർංඍඒ

Revenue capacity information is intended to assist users in understanding and assessing the factors aff ecting 
the system’s ability to generate its own-source revenues.  There are six tables presented in this section.

Tൺൻඅൾ 2.1 - Sൾඐൾඋ උൺඍൾ ඌඍඋඎർඍඎඋൾ (a) - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 2.2 - Cඎඌඍඈආൾඋ Bൺඌൾ ൻඒ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 2.3 - Cඎඌඍඈආൾඋ Bൺඌൾ ൻඒ Sൾඋඏංർൾ Cඅൺඌඌ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 2.4 - Nඎආൻൾඋ ඈൿ Sൾඐൾඋ Cඈඇඇൾർඍංඈඇඌ Sඈඅൽ (a) - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 2.5 - Nඎආൻൾඋ ඈൿ Nൾඐ Sൾඐൾඋ Cඈඇඇൾർඍංඈඇඌ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 2.6 - Tൾඇ Lൺඋൾඌඍ Cඎඌඍඈආൾඋඌ - Cඎඋඋൾඇඍ Yൾൺඋඌ ൺඇൽ Nංඇൾ Yൾൺඋඌ Aඈ
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Tൺൻඅൾ 3.1 - Rൺඍංඈඌ ඈൿ Oඎඍඌඍൺඇൽංඇ Dൾൻඍ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ

3.0 - Dൾൻඍ Cൺඉൺർංඍඒ
Debt capacity information is intended to assist users in understanding and assessing the System’s debt burden 
and its ability to issue additional debt.  There are three tables in this section.
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2017 2016 2015 2014 2013

Senior debt:

2017 Sewer Revenue Refunding Bonds 103,823,280$ -$                  -$                  -$                  -$                  

2016 Sewer Revenue Refunding Bonds 188,200,007   189,232,620   -                   -                   -                   

2014 Sewer Revenue Refunding Bonds 60,998,066     64,786,726     68,475,386     68,989,046     -                   

2012 Sewer Revenue Bonds 43,788,214     45,612,953     101,522,504   103,487,772   105,418,040   

2009 Sewer Revenue Bonds 10,890,540     14,022,610     146,030,833   149,111,493   152,057,153   

2004 Sewer Revenue Refunding Bonds -                   -                   -                   3,413,434      77,950,428     

Total senior debt 407,700,107   313,654,909   316,028,723   325,001,745   335,425,621   

Subordinate debt:

Upper Occoquan Sewage Authority Bonds 242,574,706   254,524,994   265,680,629   277,293,041   283,269,711   

Virginia Resource Authority Bonds 26,529,083     32,085,998     37,440,694     42,671,739     47,781,987     

Total subordinate debt 269,103,789   286,610,992   303,121,323   319,964,780   331,051,698   

Total outstanding debt 676,803,895$ 600,265,901$ 619,150,046$ 644,966,525$ 666,477,319$ 

Outstanding Debt Ratios:

Per capita (a) 594$              526$              544$              570$              596$              

Percent of personal income (a) 0.79% 0.70% 0.76% 0.80% 0.87%

Per connection (b) 1,839$           1,634$           1,690$           1,763$           1,827$           

To operating revenues (c) 3.46$             3.15$             3.30$             3.43$             3.84$             

2012 2011 2010 2009 2008

Senior debt:

2009 Sewer Revenue Bonds 147,430,000$ 149,875,000$ 152,255,000$ 152,255,000$ -$                  
2004 Sewer Revenue Refunding Bonds 79,280,000     82,215,000     85,050,000     87,790,000     90,435,000     

1996 Sewer Revenue Bonds -                   -                   -                   -                   -                   

1993 Sewer Revenue Refunding Bonds -                   -                   -                   -                   -                   

Total senior debt 226,710,000   232,090,000   237,305,000   240,045,000   90,435,000     

Subordinate debt:

Upper Occoquan Sewage Authority Bonds 273,056,094   276,062,972   248,240,949   253,660,620   258,823,549   

Virginia Resource Authority Bonds 52,487,594     56,946,896     61,236,896     65,364,033     69,334,502     

Total subordinate debt 325,543,688   333,009,868   309,477,845   319,024,653   328,158,051   

Total outstanding debt 552,253,688$ 565,099,868$ 546,782,845$ 559,069,653$ 418,593,051$ 

Outstanding Debt Ratios:

Per capita (a) 493$              522$              509$              532$              402$              

Percent of personal income (a) 0.78% 0.73% 0.71% 0.75% 0.59%

Per connection (b) 1,519$           1,560$           1,518$           1,570$           1,184$           

To operating revenues (c) 3.45$             3.95$             4.32$             5.14$             4.17$             

Source:  Fairfax County Wastewater Management Program

Notes:

(a) 

(b)

(c) 

(d)

Unaudited - see accompanying report of independent auditor.

Fiscal Year

Fiscal Year

See Table 4.1 for population and personal income data.  Ratios are based on the population and personal income data as of the
prior calendar year.

See Tables 2.2 and 2.3 for customer base data.  

See Table 1.3 for operating revenue data.  

For FY2006 - 2015, amounts for bonds are reported gross, excluding premiums and/or discounts and deferred amounts on 
refundings.
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Tൺൻඅൾ 3.2 - Pඅൾൽൾൽ Rൾඏൾඇඎൾ Cඈඏൾඋൺൾ -  Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ

Iඇඍൾඋൺඍൾൽ Sൾඐൾඋ Sඒඌඍൾආ  Cඈඎඇඍඒ ඈൿ Fൺංඋൿൺඑ, Vංඋංඇංൺ  Cඈආඉඋൾඁൾඇඌංඏൾ Aඇඇඎൺඅ Fංඇൺඇർංൺඅ Rൾඉඈඋඍ

Tൺൻඅൾ 3.3 - Dൾൻඍ Sൾඋඏංർൾ Rൾඊඎංඋൾආൾඇඍඌ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ

Tൺൻඅൾ 4.1 - Dൾආඈඋൺඉඁංർ ൺඇൽ Eർඈඇඈආංർ Sඍൺඍංඌඍංർඌ - Lൺඌඍ Tൾඇ Cൺඅൾඇൽൺඋ Yൾൺඋඌ

Demographic and economic information is intended to assist users in understanding the socioeconomic envi-
ronment within which a government entity operates and to provide information that facilitates comparisons 
of fi nancial statement information over time and among environments.  There are two tables presented in this 
sections.

4.0 Dൾආඈඋൺඉඁංർ ൺඇൽ Eർඈඇඈආංർ Iඇൿඈඋආൺඍංඈඇ
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Iඇඍൾඋൺඍൾൽ Sൾඐൾඋ Sඒඌඍൾආ  Cඈඎඇඍඒ ඈൿ Fൺංඋൿൺඑ, Vංඋංඇංൺ  Cඈආඉඋൾඁൾඇඌංඏൾ Aඇඇඎൺඅ Fංඇൺඇർංൺඅ Rൾඉඈඋඍ

Tൺൻඅൾ 4.2 - Pඋංඇർංඉൺඅ Eආඉඅඈඒൾඋඌ - Cඎඋඋൾඇඍ Yൾൺඋ ൺඇൽ Nංඇൾ Yൾൺඋඌ Aඈ
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Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ

Tൺൻඅൾ 5.1 - Wൺඌඍൾඐൺඍൾඋ Mൺඇൺൾආൾඇඍ Eආඉඅඈඒൾൾඌ ൻඒ Dංඏංඌංඈඇ (a) - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ

5.0 Dൾආඈඋൺඉඁංർ ൺඇൽ Eർඈඇඈආංർ Iඇൿඈඋආൺඍංඈඇ
Operating information is intended to provide contextual information about a government entity’s operations 
and resources to assist readers in using fi nancial statement information to understand and assess a govern-
ment entity’s economic condition.  There are nine tables presented in this section. 
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Iඇඍൾඋൺඍൾൽ Sൾඐൾඋ Sඒඌඍൾආ  Cඈඎඇඍඒ ඈൿ Fൺංඋൿൺඑ, Vංඋංඇංൺ  Cඈආඉඋൾඁൾඇඌංඏൾ Aඇඇඎൺඅ Fංඇൺඇർංൺඅ Rൾඉඈඋඍ

Tൺൻඅൾ 5.2 - Tඋൾൺඍආൾඇඍ Pඅൺඇඍ Cൺඉൺർංඍංൾඌ (MGD) - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ

Tൺൻඅൾ 5.3 - Aඏൾඋൺൾ Wൺඌඍൾඐൺඍൾඋ Fඅඈඐඌ (MGD) ൻඒ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ - Lൺඌඍ Tൾඇ Fංඌർൺඅ 
Yൾൺඋඌ

57



Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ

Iඇඍൾඋൺඍൾൽ Sൾඐൾඋ Sඒඌඍൾආ  Cඈඎඇඍඒ ඈൿ Fൺංඋൿൺඑ, Vංඋංඇංൺ  Cඈආඉඋൾඁൾඇඌංඏൾ Aඇඇඎൺඅ Fංඇൺඇർංൺඅ Rൾඉඈඋඍ

Tൺൻඅൾ 5.4 - Aඏൾඋൺൾ Wൺඌඍൾඐൺඍൾඋ Fඅඈඐඌ (MGD) ൻඒ Sඈඎඋർൾ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ

Tൺൻඅൾ 5.5 - Mൺඑංආඎආ Mඈඇඍඁඅඒ Fඅඈඐඌ (MGD) ൻඒ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ

Tൺൻඅൾ 5.6 - Aඏൾඋൺൾ Uඇඎඌൾൽ Cൺඉൺർංඍඒ (MGD) ൻඒ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ (a) - Lൺඌඍ Tൾඇ Fංඌർൺඅ 
Yൾൺඋඌ
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Iඇඍൾඋൺඍൾൽ Sൾඐൾඋ Sඒඌඍൾආ  Cඈඎඇඍඒ ඈൿ Fൺංඋൿൺඑ, Vංඋංඇංൺ  Cඈආඉඋൾඁൾඇඌංඏൾ Aඇඇඎൺඅ Fංඇൺඇർංൺඅ Rൾඉඈඋඍ

Tൺൻඅൾ 5.7 - Aඏൾඋൺൾ Cൺඉൺർංඍඒ Uඍංඅංඓൺඍංඈඇ (a) ൻඒ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Sඍൺඍංඌඍංർൺඅ Sൾർඍංඈඇ

Tൺൻඅൾ 5.8 - Aඏൾඋൺൾ Uඇංඍ Cඈඌඍ ඈൿ Wൺඌඍൾඐൺඍൾඋ Tඋൾൺඍආൾඇඍ ($/MG) ൻඒ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ - 
Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Tൺൻඅൾ 5.9 - Cൺඉංඍൺඅ Aඌඌൾඍ Sඍൺඍංඌඍංർඌ - Lൺඌඍ Tൾඇ Fංඌർൺඅ Yൾൺඋඌ
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Fiscal 
Year

System-
Owned

Purchased 
Capacity

Miles of 
Sewer Pipe

2017 1 6 59 54 3,242

2016 1 6 59 54 3,431

2015 1 6 59 54 3,425

2014 1 6 59 54 3,420

2013 1 6 59 54 3,412

2012 1 6 65 54 3,398

2011 1 6 65 54 3,390

2010 1 5 65 54 3,380

2009 1 5 65 54 3,375

2008 1 5 65 54 3,353

Source:  Fairfax County Wastewater Management Program

Notes:

(a)

Unaudited - see accompanying report of independent auditor.

Number of 
Pumping 
Stations

Number of 
Metering 
Stations

Treatment Plants (a)

The System owns one treatment plant, the Noman M. Cole, Jr. Plant, and has 
purchased capacity in treatment plants owned by other local jurisdictions - DC Water 
Blue Plains, Alexandria Renew Enterprises, Upper Occoquan Sewage Authority, 
Arlington County, Loudoun Water and Prince William County Service Authority.
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Tൺൻඅൾ 6.1 - Wൺඌඍൾඐൺඍൾඋ Fඅඈඐ (GPD) ඉൾඋ Cൺඉංඍൺ ൻඒ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ - Lൺඌඍ Tൾඇ Fංඌർൺඅ 
Yൾൺඋඌ

Miscellaneous information is additional information presented that may be of interest to readers of this report.  
There are two tables and a wastewater treatment plant service area map presented in this section.

6.0 Mංඌർൾඅඅൺඇൾඈඎඌ Iඇൿඈඋආൺඍංඈඇ
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Tൺൻඅൾ 6.2 - Wൺඌඍൾඐൺඍൾඋ Fඅඈඐ (GPD) ඉൾඋ Cඈඇඇൾർඍංඈඇ ൻඒ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ - Lൺඌඍ Tൾඇ Fංඌ-
ർൺඅ Yൾൺඋඌ

Wൺඌඍൾඐൺඍൾඋ Tඋൾൺඍආൾඇඍ Pඅൺඇඍ Sൾඋඏංർൾ Aඋൾൺ Mൺඉ
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