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1911 N Fort Myer Dr., Suite 600 
Arlington, VA  22209 
Tel:  703-248-9200 
Fax: 703-783-4005 Independent Auditors’ Report 

 
 
To the Board of Directors of 
Rosslyn Business Improvement Corporation 
Arlington, Virginia 
 
 
We have audited the accompanying financial statements of Rosslyn Business Improvement Corporation 
(the “Organization”) (a nonprofit organization), which comprise the statement of financial position as of June 30, 2018, 
the related statements of activities and cash flows for the year then ended, and the related notes to the financial 
statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal controls relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 
 
Auditors' Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America.  Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 
from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements.  The procedures selected depend on the auditors' judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, 
the auditor considers internal controls relevant to the entity's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal controls.  Accordingly, we express no such opinion.  
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Organization as of June 30, 2018, and the changes in its net assets and its cash flows for the year then ended 
in accordance with accounting principles generally accepted in the United States of America. 
 

 
 
Arlington, Virginia 
September 28, 2018 
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Statement of Financial Position 
 
As of June 30, 2018 
 
 

Assets

Current Assets
Cash and cash equivalents 722,378$             
Due from County 42,268                 
Prepaid expenses 26,358                 

Total current assets 791,004               

Property and Equipment, net 237,982               

Total Assets 1,028,986$          

Liabilities and Net Assets

Current Liabilities
Accounts payable and accrued expenses 192,985$             

Deferred Rent 87,106                 

Total Liabilities 280,091               

Total Net Assets 748,895               

Total Liabilities and Net Assets 1,028,986$          
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Statement of Activities 
 
For the Year Ended June 30, 2018 
 
 

Unrestricted Net Assets
Support and contract revenue

Arlington County funds 3,624,349$         
Arlington County administrative fee 36,657                
Interest income 3,038                  
Other income 1,132                  

Total support and contract revenue 3,665,176           

Expenses
Marketing and promotion 679,069              
Ambassador services 855,338              
Economic development 409,748              
Transportation, parking, and pedestrian services 33,231                
Public realm improvements 393,271              
Community activities 673,198              
County administrative fee 36,657                
Management and administration 540,100              

Total expenses 3,620,612           

Change in Unrestricted Net Assets 44,564                

Unrestricted Net Assets, beginning of year 704,331              

Unrestricted Net Assets, end of year 748,895$            
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Statement of Cash Flows 
 
For the Year Ended June 30, 2018 
 
 

Cash Flows from Operating Activities
Change in net assets 44,564$               
Reconciliation adjustments

Depreciation 24,446                 
Deferred rent 8,592                   
Changes in:

Prepaid expenses 21,098                 
Accounts payable and accrued expenses (72,891)               
Due to County, net (36,781)               

Net cash used in operating activities (10,972)               

Cash Flows from Investing Activities
Purchase of property and equipment (128,608)             

Net Decrease in Cash and Cash Equivalents (139,580)             

Cash and Cash Equivalents, beginning of year 861,958               

Cash and Cash Equivalents, end of year 722,378$             
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Notes to the Financial Statements 
 
As of and for the Year Ended June 30, 2018 
 
 
 
NOTE 1 - ORGANIZATION 
 
Rosslyn Business Improvement Corporation (the “Organization”) was founded in 2003, as a Virginia non-stock 
corporation.  The Organization was established to administer on behalf of the County Board of Arlington County, 
Virginia (the “County Board”) the Rosslyn Business Improvement Service District (the “BID”), established by the 
County Board in 2003.  The BID is located in the Rosslyn section of Arlington County, Virginia.  Under work plans and 
budgets submitted by the Organization and approved by the County Board, the Organization provides and promotes 
services pursuant to Arlington County ordinance as adopted by the County Board effective July 1, 2003 and extended 
in perpetuity on September 8, 2007.  They include, but are not limited to “economic development, business 
recruitment, and retention; marketing; street and sidewalk cleaning; landscaping and beautification of the public 
areas; visitor informational facilities and services; community outreach; social, entertainment, and other events and 
activities; pedestrian and traffic improvements; public parking; signage; and transportation services serving the 
district.” 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Net Assets - The Organization has presented its financial statements in accordance with Financial Accounting 
Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 958, Presentation of Financial Statements for 
Not-for-Profit Entities (“FASB ASC 958”).  Under FASB ASC 958, the Organization is required to report information 
regarding its financial position and activities according to three classes of net assets:  unrestricted net assets, 
temporarily restricted net assets, and permanently restricted net assets.  As of June 30, 2018, the Organization did 
not have any temporarily or permanently restricted net assets. 
 
Basis of Accounting - The Organization uses the accrual basis of accounting in accordance with accounting 
principles generally accepted in the United States of America (“U.S. GAAP”) for financial reporting, whereby revenue 
is recognized when earned and expenses are recognized when incurred.  The Organization’s primary source of 
revenue is from BID assessments levied by Arlington County (the “County”) on real property located within the BID 
pursuant to a County Board approved budget for the Organization. 
 
Cash and Cash Equivalents - The term cash and cash equivalents, as used in the accompanying financial 
statements, include currency on hand, demand deposits with financial institutions, and short-term, highly liquid 
investments purchased with a maturity of three months or less.  The Organization maintains cash in certain bank 
deposit accounts, which at times may exceed federally insured limits.  Non-interest bearing accounts are aggregated 
with any interest bearing deposits and the combined total is guaranteed by the Federal Deposit Insurance 
Corporation (“FDIC”) up to $250,000.  The Organization has not experienced any losses in such accounts and 
believes it is not exposed to any significant credit risk.  
 
Receivables - Receivables are recorded at net realizable value.  Management determines the collectability of 
accounts receivable and the need for an allowance for doubtful accounts based on historical experience and the 
existing economic conditions.  Management has evaluated the collectability of accounts receivable and determined 
that no allowance for doubtful accounts is necessary at June 30, 2018.  No interest is charged on accounts receivable 
and accounts are written off at the point management deems them to be uncollectible, which is once such accounts 
have been outstanding for one year.   
 
Property and Equipment - Property and equipment are capitalized at cost and are depreciated using the straight-
line method.  Property and equipment are capitalized and depreciated over the estimated useful lives, which range 
from three to ten years.  Leasehold improvements are capitalized and depreciated on a straight-line basis over the 
shorter of the estimated useful lives of the improvements or the terms of the respective lease.  Depreciation expense 
for the year ended June 30, 2018 totaled $24,446.  Expenditures for maintenance and repairs and minor betterments 
that do not extend the lives of the assets are charged to expenses as incurred.  Major expenditures which extend the 
lives of the assets are capitalized. 
 
Revenue Recognition - Revenue is recognized when earned and support revenue is recognized when contributions 
are made, which may be when cash is received, unconditional promises are made, or ownership of other assets is 
transferred to the Organization.  When a donor restriction expires, temporarily restricted net assets are reclassified to 
unrestricted net assets and reported in the statement of activities as net assets are released from restriction. 
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Notes to the Financial Statements 
 
As of and for the Year Ended June 30, 2018 
 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
 
Income Taxes - The Organization is exempt from federal and Virginia income tax as an organization described in 
Section 501(c)(6) of the Internal Revenue Code (“IRC”).  However, the Organization is liable for income taxes on any 
unrelated business income.  There was no unrelated net business taxable income for the year ended June 30, 2018. 
 
The tax effects from an uncertain tax position can be recognized in the financial statements, only if the position is 
more likely than not to be sustained on audit, based on the technical merits of the position.  The Organization 
recognizes the financial statement benefit of a tax position only after determining that the relevant tax authority would 
more likely than not sustain the position following an audit.  For tax positions meeting the more likely than not 
threshold, the amount recognized in the financial statements is the largest benefit that has a greater than 50 percent 
likelihood of being realized, upon ultimate settlement with the relevant tax authority.  The Organization applies the 
accounting standard to all tax positions for which the statute of limitations remained open.  As a result, the 
Organization did not identify any material uncertain tax positions. 
 
The Organization recognizes interest and penalties related to uncertain tax positions in management and 
administration expenses.  For the year ended June 30, 2018, the Organization has not recognized any interest or 
penalties in its statement of activities.  The Organization is no longer subject to federal, state, or local income tax 
examinations by tax authorities for the years prior to the fiscal year ended June 30, 2015.  The Organization is not 
currently under examination by any taxing jurisdiction.  
 
Marketing and Promotion - Marketing and promotion costs are expensed as incurred.  Marketing and promotion 
expense for the year ended June 30, 2018 was $679,069. 
 
Use of Estimates - The preparation of financial statements in conformity with U.S. GAAP requires management to 
make estimates and assumptions that may affect the reported amounts of assets, liabilities, revenues and expenses, 
and the disclosure of contingent assets and liabilities.  Actual results may differ from these estimates. 
 
Allocation of Expenses - The costs of providing various programs and services have been summarized on a 
functional basis on the accompanying statement of activities.  Accordingly, personnel costs have been allocated 
among the programs and services benefited. 
 
 
NOTE 3 - PROPERTY AND EQUIPMENT 
 
Property and equipment consisted of the following at June 30, 2018: 

Furniture and equipment 329,969$             
Vehicles 41,506                 
Leasehold improvements 12,009                 
Website development costs 39,770                 

423,254               
Less: accumulated depreciation (185,272)             

Property and equipment, net 237,982$             
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Notes to the Financial Statements 
 
As of and for the Year Ended June 30, 2018 
 
 
 
NOTE 4 - SERVICE AGREEMENT 
 
On June 23, 2003, the Organization entered into a Service Agreement (the “Agreement”) with the County Board to 
provide services in the BID.  The Agreement was to run from July 1, 2003 through June 30, 2008.  The Agreement 
was amended and restated as of September 9, 2007 to extend the term of the service agreement indefinitely.  The 
Agreement allows for termination under the following circumstances: (a) the County’s failure to approve work 
program, budget or tax levy, (b) the Organization’s default of performance, (c) a vote by the Organization’s 
membership to dissolve, and (d) the County’s termination of the BID.  Should the Organization cease to exist, any 
funds advanced from the County to the Organization, but unspent, would revert back to the County. 
 
Under the Agreement, the Organization will provide agreed upon services to enhance and supplement County 
services provided in the BID, and the County will provide funding through collection from property owners of an 
annual assessment on property located within the BID.  The Agreement provides that the County will receive an 
administrative fee equal to 1.0 percent of the funds collected and will hold a reserve, initially funded at up to 
2.5 percent of the funds collected per fiscal year, provided that the reserve amount required to be carried by the 
Organization is capped at 5.0 percent of the BID’s projected revenues from the BID tax levy for any fiscal year.  This 
fund is set aside to handle delinquencies and successful appeals of the annual real property assessments.  The 
reserve is held and controlled by the County and, therefore, is not included in the accompanying financial statements.  
The accompanying statement of financial position includes $39,466 due from the County for amounts over 
contributed to the reserve from the budgeted funds.  
 
The September 9, 2007 amended and restated Agreement states that the County shall calculate interest on the 
reserve.  The County applies interest earnings to the reserve before the close of each fiscal year.  Interest is 
calculated using the County’s average rate for investment earnings for the fiscal year.  The County’s average rate for 
investments earnings was 1.36 percent for the fiscal year ended June 30, 2018.  For the fiscal year ended June 30, 
2018, the County calculated interest amounted to $2,802.  The interest earned and due from the County on the 
reserve is included in due from County on the accompanying statement of financial position.  The Organization’s 
June 30, 2018 reserve balance was $225,555.   
 
The Organization’s annual operating budget for a fiscal year must be approved by the County Board prior to release 
of any funds for that fiscal year.  The fiscal year ended June 30, 2019 work program and budget of $3,772,348 were 
submitted and approved by the County in June 2018. 
 
Under the Agreement, funds generated from the County’s BID assessments for a fiscal year and allocated in the 
Organization’s approved budget for a fiscal year, but not expended in accordance with the approved budget, will be 
reserved and carried forward.   
 
 
NOTE 5 - RETIREMENT PLAN 
 
In January 2004, the Organization instituted a 401(k) Plan covering employees who have at least three months 
service, 1,000 hours of annual work service, and are at least 21 years of age.  Employees can make voluntary 
contributions up to the maximum allowed by the Internal Revenue Service.  The Organization will match employee 
contributions up to 6 percent of the employee’s annual salary.  The total employer matching contributions and plan 
expenses for the fiscal year ended June 30, 2018 were $50,176. 
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Notes to the Financial Statements 
 
As of and for the Year Ended June 30, 2018 
 
 
 
NOTE 6 - LEASE AGREEMENT 
 
On September 30, 2003, the Organization entered into a lease for 2,764 square feet of office space in Rosslyn, 
Virginia.  The lease was for a 51-month term commencing April 1, 2004 and ending June 30, 2008.  On May 13, 
2008, the lease was amended to include expansion space of 1,053 square feet of rentable area, commencing July 
2008, and the term of the lease was extended until June 30, 2011.  On June 17, 2011, the lease was further 
extended through June 30, 2016 with a provision that either party may terminate the term of the lease after notice 
effective at any time after December 31, 2012.  On July 28, 2015, the term of the lease was extended through 
October 31, 2026.  Monthly rent payments due under the lease extension are $10,179 and increase 3 percent 
annually.  
 
Future minimum lease payments under the current lease are as follows:  

Year ending June 30, 2019 129,587               
2020 133,480               
2021 137,488               
2022 141,611               
2023 145,848               

2024 and Thereafter 519,098               

1,207,112$          

 
The Organization recognizes rent expense on a straight-line basis over the term of the lease.  Office space rent 
expense for the year ended June 30, 2018 was $138,254.  
 
 
NOTE 7 - CLEAN AND SAFE PROGRAM 
 
On November 21, 2007, the Organization entered into an 18-month agreement with Block by Block, LLC to provide 
cleaning and safety management services in the BID through the operation of a Clean and Safe Program from 
January 1, 2008 through June 30, 2009 with the option for two one-year extensions through June 30, 2011.  The 
Organization exercised these options.  On April 26, 2011, the Organization extended the agreement to June 30, 
2012.  On March 15, 2012, the Board of Directors negotiated a three-year contract extension with Block by Block, 
LLC to June 30, 2015.  On June 1, 2015, the Organization executed an interim extension through August 31, 2015.  
On September 1, 2015 the Organization executed a ten month contract extension to June 30, 2016, with two one-
year extension options through June 30, 2018.  On July 1, 2018, the Organization executed a twelve month contract 
extension to June 30, 2019.  The cost of operations of the program for the year ended June 30, 2018 was $589,998.   
 
 
NOTE 8 – SUBSEQUENT EVENTS 
 
In preparing these financial statements, the Organization has evaluated events and transactions for potential 
recognition or disclosure through the report date, the date the accompanying financial statements were available to 
be issued.  
 
On July 1, 2018, the Organization established a nonelective, nonqualified deferred compensation plan for the benefit 
of a key employee, the President of the Organization (the “Participant”), known as the Rosslyn Business 
Improvement Corporation, Section 457(f) Deferred Compensation Plan (the “Plan”). The Plan is intended to be an 
unfunded and unsecured, nonelective, nonqualified deferred compensation plan maintained by the Organization 
primarily for the purpose of providing deferred compensation for the Participant. 
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Notes to the Financial Statements 
 
As of and for the Year Ended June 30, 2018 
 
 
 
NOTE 8 – SUBSEQUENT EVENTS - CONTINUED 
 
In order to defer compensation under the Plan, Participant shall be required to perform five years of continuous 
service, beginning July 1, 2018 and extending through June 30, 2023. In accordance with the Plan provisions, the 
Organization shall establish an unfunded, bookkeeping account known as the “Deferred Compensation Account” in 
the name of the Participant. Neither the Plan nor the Deferred Compensation Account shall hold or be required to 
hold any actual funds or assets. The Organization shall credit the Deferred Compensation Account with an amount 
equal to a minimum of $10,000 on June 30, 2019 (“Initial Credit Date”) and on each of the succeeding four 
anniversaries of the Initial Credit Date, for a total minimum of $50,000. 
 
In accordance with the Plan, the Board of Directors of the Organization, may, at any time and from time to time, in its 
sole discretion, credit the Participant’s Deferred Compensation Account with additional discretionary amounts. 
Participant shall be considered to be vested in amounts credited to the Deferred Compensation Account to the extent 
such amounts are not subject to a Substantial Risk of Forfeiture, as defined in the Plan, and in accordance with the 
Plan’s vesting schedule. Participant shall be one-hundred percent vested following five years of continuous service. 
The amounts of Deferred Compensation shall vest on June 30, 2023. 
 
Should there occur a separation from service by the Participant prior to the earliest of (a) the vesting date, (b) the 
date the Participant becomes disabled or (c) the date of Participant’s death, the Participant shall forfeit the entire 
value (or the unvested remainder) of Participant’s Deferred Compensation Account. In all other cases, the 
Participant’s Deferred Compensation Account shall not be subject to forfeiture.  


