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KPMG LLP

Suite 1900

440 Monticello Avenue
Norfolk, VA 23510

Independent Auditors® Report

The Honorable Members of the City Council
Parking Fund of the City Norfolk, Virginia:

We have audited the accompanying statement of net assets of the Parking Fund of the City of Norfolk,
Virginia (the Fund), as of June 30, 2011 and 2010, and the related statements of revenues, expenses, and
changes in fund net assets and cash flows for the years then ended. These financial statements are the
responsibility of the management of the City of Norfolk. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Goversment Auditing Standards,
issued by the Comptroller General of the United States; and the Specifications for Audits of Counties,
Cities and Towns (Specifications), issued by the Auditor of Public Accounts of the Commonwealth of
Virginia. Those standards and Specifications require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Fund’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion,

As discussed in note | to the financial statements, the accompanying financial statements present only the
Parking Fund and do not purport to, and do not, present fairly the financial position of the City of Norfolk,
Virginia, the changes in its financial position or its cash flows, where applicable, in conformity with U.S,
genetally accepted accounting principles,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Parking Fund of the City of Norfolk, Virginia as of June 30, 2011 and
2010, and changes in its financial position and its cash flows for the years then ended, in conformity with
U.S. generally accepted accounting principles.

The Fund has not presented Management’s Discussion and Analysis that U.S. generally accepted
accounting principles has determined is necessary to supplement, although not be a part of, the financial
statements.

In accordance with Government Auditing Standards, we have also issued our report dated December 13,
2011 on our consideration of the Fund’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters,
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance, That report is an integral part of an audit performed in accordance
with Government Audifing Standards and should be considered in assessing the results of our audits,
KPMG 1P Is a Delawzre Emited Fab3¥y parinership,

ihe U.S. member firm of KPMG International Cooperaltie
{KPMG International’), a Swiss antily.




[aane

Our audits were made for the purpose of forming an opirtion on the financial statements of the Fund, taken
as a whole. The supplemental schedule is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information has been subjected to the auditing procedures applied in
the audits of the financial statements and, in our opinion, is faitly stated, in all material respects in relation
to the financial statements taken as a whole.

KPMar LLP

December 13, 2011




Parking Facilities Fund of the City of Norfolk, Virginia

Statements of Net Assets
June 30, 2011 and 2010
2011 2010
Assets
Current assets:
Cash and short term investments (Note 2) $ 19,497,798 $ 17,889,665
Receivables:
Billed {net) 1,130,411 946,760
Unbilied 224,001 347,168
Inventories 397,560 358,365
Restricted cash and short term investments held with fiscal agent (Note 2} 24,566,838 29,875,731
Total current assets 45 816,608 49,417 689
Restricted assets:
Certificates of deposit 1,927,772 2,256,861
Investments 2,913,313 2,690,070
4,841,085 4,946,931
Capttal assets (Note 3):
Non-depreciable assets 36,145,187 37,182,924
Depreciable assets, net 140,036,680 144,017,289
176,181,867 181,200,213
Total assets $ 226,839,560 $ 235564833
Liabilities
Current liabilities:
Vouchers payable $ 472,308 $ 255,787
Contract retainage 50,967 988,704
Accrued payroll 102,148 70,307
Due fo other City funds - 396,701
Contribution to Employees Retirement System 606,650 499 452
Current portion of bonds payable (Note 5) 4,029,104 78,601,555
Accrued interest 2,167,613 2,318,793
Other liabilities 165,370 481,099
Compensated absences 114,039 126,509
Total current liabilities 7,698,199 83,738,907
Noncurrent liabilities:
General obligation bonds payable (Note 5) 86,052,428 14,117,699
Revenue bonds payable (Nofe 5) 78,923,585 81,630,041
Post employment benefits (OPEB) (Note 6) 418,749 291,071
Compensated absences 171,058 189,764
Total noncurrent liabilities 165,565,820 96,228,575
Total liahilities 173,264,019 179,967 482
Net Assets
Invested in capital assets, net of related debt 34,656,901 39.416,719
Restricted 1,927,772 2,256,861
Unrestricted 16,990,868 13,923,771
Total net assets 53,675,541 55,597,351
Total liabilities and net assets $ 226,830,560 $ 235564833

See Noles to Financial Statements.




Parking Facilities Fund of the City of Norfolk, Virginia

Statements of Revenues, Expenses and Changes ih Fund Net Assets
Years Ended June 30, 2011 and 2010

2011 2010
Operating revenue-
Charges for services $ 19,681,613 $ 18,784,621
Operating expenses;
Personnel services 7,942,997 8,334,732
Parking operations 977,143 982,030
Deprecialion 5,490,422 4,291,541
Retirement contribution 606,650 499452
Administrative expenses 379,639 298,694
Other 607,294 626435
Total operating expenses 16,004,145 15,032,884
Cperating income 3,677,468 3,751,737
Nonoperating revenues (expenses).
Investment income 283,522 254,942
Interest expense and fiscal charges (6,045,238) (4,975,013}
Other non-operating income-contribufions 114,483 82,302
Loss on sale or disposal of capital assets - (48,695)
Total nonoperating expenses, net (5,647,233) (4,686,464)
Income hefore transfers {1,969,765) (934,727)
Transfer out (62,045) {194,009)
Change in net assets (2,021,810) (1,128,736}
Net assets:
Beginning 55,597,351 56,726,087
End $ 53,575,541 $ 55597361

See Notes to Financial Statemenis.




Parking Facilities Fund of the City of Norfolk, Virginia

Statements of Cash Flows
Years Ended June 30, 2011 and 2010

Cash Flows From Operating Activities:
Receipts from customers
Payments to suppliers
Payments to employees
Other paymenis
Net cash provided by operating activities

Cash Flows From Noncapital Financing Activifies:
Internal activity, payments from other funds
Transfer cut
Net cash used in noncapital financing activities

Cash Flows From Capital and Related Financing Activities:

Proceeds from capital/refunding debt

Purchases of capital assets

Refunding/Refinancing of debt principal

Principal paid on capital debt

Interest paid on capital debt
Net cash provided by (used in) capital and
related financing activities

Cash Flows From Investing Activities:
Proceeds from sales and maturities of investments
Purchase of investments
- Interest and dividends
Net cash provided by investing activities

Net increase (decrease) in cash and short term investments

Cash and short term investments:
Beginning
End

2011 2010
$ 19621120 $ 19,208,777
(920,898) (914,344)
(8,441,784) (8,734,911)
(1,184,984) (805,176)
9,073,463 8,754,346
(396,701) 130,645
(52,045) (194,000)
(448,746) (63,364)
72,683,241 84,843,480
(1,174,249) (16,962,809)
(74,961,176) (44,710,000)
(4,200,555) (3,747,132)
(5,062,106) (4,521,656)
(12,714,845) 14,901,883
3,200,927 2,432,086
(3,104,081) (2,458,665)
283,522 254,942
389,368 228,363
(3,700,760) 23,821,228
47,765,396 23,944,168

$ 44,064,636 $ 47765396




Parking Facilities Fund of the City of Norfolk, Virginia

Statements of Cash Flows (Continued)
Year Ended June 30, 2011 and 2010

2011 2010
Recongiliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating income $ 3,677,468 $ 3,751,737
Adjustments to reconcile operating income fo net cash
provided by operating activities:
Depreciation expense 5,490,422 4,291,541
Change in assets and liahilities:
{Increase) Decrease in:
Accounts receivables (nef), billed and unbilled {60,484) 424,156
Inventories (39,195) 62,359
Increase (Decrease) in:
Vouchers payables 95,440 5,327
Accrued payroll 107,863 99,273
Other liabilities (198,051) 119,953
Net cash provided by operating activities $ 9,073,463 $ 8,754,346
Reconciliation of Cash and Short Term Investments to the Statement
of Net Assets
Cash and short term investments $ 19,497,798 $ 17,889,665
Restricted cash and short term invesiments held with fiscal agent 24,566,838 29,875,731
Total cash and cash equivalents per statements of net assets $ 44,064,636 $ 47,765,396
Supplemental Schedule of Noncash Investing, Capital and Financing Activities
Transfer of land $ $ 89,206
Unrealized loss on investments $ (6883) § (6,904)
Loss on disposal of capital assets $ - $ {48,695)
Acquisition of capital assets through the change in contract retainage $ (937,737)  _§ {937,353)
Acquisition of capital assets through the change in vouchers payable $ (151,055) §  (1,984,467)

See Notes to Financial Statements.




Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies

The Parking Facilities Fund {the "Fund") was established at the direction of Norfolk City Council as an enterprise fund
on July 1, 1990. The Fund accounts for the operation of City of Norfolk (Cily) owned parking facilities, including
operations, maintenance, financing and related debt service, and biling and collection. The cost of providing
services on a confinuing basis is financed or recovered through parking charges to the City's residents and
nonresidents. Although separate financial statements have been presented for the Fund, it is also included in the
City of Norfolk’s Comprehensive Annual Financial Report as a major Enterprise Fund.

A summary of the Fund's significant accounting policies foliows:

Basis of accounting: The financial statements are presented on the accrual-basis of accounting, wherein
revenues are recognized in the accounting period in which they are earned and expenses are recognized in the
accounting period in which the related liabilities are incurred. The Fund adopted Statement No. 20 of the
Governmenta! Accounting Standards Board ("GASB"), Accounting and Financial Reporting for Proprietary Funds
and Other Govemmental Entities that Use Proprietary Fund Accounting. Accordingly, the Fund has elected not to
apply Statements and Interpretations issued by the Financial Accounting Standards Board after November 30,
1989.

Deposits and investments: The Fund's cash and short-term investments include cash on hand, demand deposits,
and short-term investments with original maturities of one year or less from the date of acquisition. Investmeants of
the Fund are stated at fair value. Short-term investments are recorded at cost, which approximates fair value. The
fair value of the State Treasurer's Local Government Investment Pool {LGIP) is the same as the value of the pool
shares. The LGIP is not registered with the Securities and Exchange Commission (SEC) as an investment
company, but maintains a policy to operate in a manner consistent with the SEC's Rule 2a7 of the Investment
Company Act of 1940. The external investment pool is administered by the Treasury Board of Virginia. Other
investments are stated at their fair value; these investments are reported in the accompanying financial statements
as cash and short-term investments, unless the original investment period exceeded one year, in which case they
are reported as investments.

Receivables: Unbilled accounts, net are estimated at each fiscal year end based on parking usage by customers
for whom billings have not yet heen processed. Billed accounts are presented on a net basis and consist of the
following at June 30, 2011 and 2010:

2011 2010
Gross receivables $10,320,768 $ 9,456,055
Less: Allowance for doubtful accounts { 9,190,357} (8,509,295)
Net receivables $ 1130411  § 946,760

Inventories: Inventories are stated af the lower of cost {using the first-in, first-out method) or market.

Restricted assets: Certain unspent proceeds of the revenue bonds as well as certain resources set aside for their
~ repayment are classified as restricted assets on the Statement of Net Assets because they are maintained in
separate bank accounts and their use is limited by applicable bond covenants.




Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)
Capital assets: Capital assets are recorded at cost, less accumulated depreciation. Assets acquired prior to July
1985, for which historical cost records were not available, were appraised and valued at estimated historical cost
by means of accepted price indexing methodology.

Depreciation: Depreciation is computed using the straight-line method over the following estimated useful lives:

Years
Buildings and improvements 10-40
Fumiture, fixtures and equipment 3-15

When an asset is retired or otherwise disposed of, the related cost and accumulated depreciation are eliminated
from the accounts and any resuiting gain or loss is reflected as non operating revenue or expense.

Interest costs incurred on funds borrowed for construction projects are capitalized, net of interest earned on the
temporary investment of the unexpended portion of those funds during the period of construction.

The Fund evaluates prominent events or changes in circumstances affecting capital assets to determine whether
impairment of a capital asset has occurred. A capital asset is generally considered impaired if both (a) the decline
in service utility of the capital asset is large in magnitude and (b) the event or change in circumstance is outside
the normal fife cycle of the capital asset. Impaired capital assets that will no longer be used by the Fund are
reported at the lower of carrying value or fair value. Impairment logses on capital assets that will continue to be
used by the Fund are measured using the method that best reflects the diminished service utility of the capital
asset. Any insurance recoveries received as a result of impairment events or changes in circumstances resilting
in the impairment of a capital asset are netted against the impairment loss. ‘

Compensated absences: It is the Fund's policy to permit employees to accumulate eamed but unused vacation
and sick pay benefits. Vacation leave is fully vested when earned by Fund employees. Sick leave does not vest
for Fund employees; however, upon retirement, Fund employees receive credit for each day of accumulated sick
leave toward their pension benefit. There is no liability for unpaid accrued sick leave service since the Fund does
not pay when the employee separates from service.

Net assets: Net assets in the financial statements are classified as invested in capital assets, net of refated debt;
restricted; and unrestricted. Restricted net assets represent constraints on resources that are either externally
imposed by creditors, grantors, contributors, laws and regulations of other governments or imposed by law through
state statutes.

Operating and non-operating revenues: The Fund reports as operaling revenues all charges for services
generated through parking fees and certain other miscellaneous revenues, Other revenues, including interest
revenue and grants, are reported as non-operating.




Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

Due fo/from other funds; The General Fund of the City provides administrative services to the Fund, which totaled
$728,070 and $637,284 for the years ended June 30, 2011 and 2010, respectively. Charges for these services
are treated as expenses by the Fund.

Bond discount or premium; Discount or premium on bonds is amortized, using the effective interest method, over
the life of the debt and is included in interest expense.

Deferred gain (loss) on advance refundings: Gain or (loss) on advance refunding is amortized, using the effective
interest method, over the shorter of the life of the refunded bonds or the life of the new bonds.

Use of estimates: The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liahilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Note 2. Cash and Investments

Deposits: All cash of the Fund is maintained in accounts collateralized in accordance with the Virginia Security for
Public Deposits Act, Section 2.2-4400 et. seq. of the Code of Virginia or covered by federal depository insurance.

Investments: Statutes authorize the Fund to invest in obligations of the United States or agencies thereof, obligations
of the Commonwealth of Virginia or political subdivisions thereof, obligations of the internafional Bank for
Reconstruction and Development (*World Bank™) and Asian Development Bank, the African Development Bank,
commercial paper rated A-1 by Standard and Poor's or P-1 by Moocdy's Commercial Paper Record, banker's
acceptances, repurchase agreements, and the State Treasurer's LGIP, certain mutual funds, corporate notes, asset-
hacked securities, and savings accounts or time deposits.

The Fund has no formal policy regarding credit risk, inferest rate risk, concentration of credit risk, custodial credit
risk, or foreign investment risk.

The Fund had $15,341,906 and $13,470,546 invested in the State Treasurer's LGIP, included in cash and short term
investments, at June 30, 2011 and 2010 respectively, which carries a Standard and Poor's rating of AAAm.

The Fund's investments for the years ended June 30, 2011 and 2010, other than LGIP, are categorized to give an
indication of the level of interest rate risk for each investment type by the entity at year-end. Included in the
$33,371,506 and $39,021,703 investments in Note 2a are $4,841,085 and $4,946,931 of restricted assets at June
30, 2011 and 2010, respectively.

Certain cash and investments of the Fund are combined with other City monies for investment purposes. These
amounts were covered by federal depository insurance or collateralized in accordance with the Virginia Security for
Public Deposits Act. Reference should be made to the Comprehensive Annual Financial Report of the City of Norfolk
for further cash and investment disclosures.




Parking Facilities Fund of the City of Norfolk, Virginia

June 30, 2011

Notes to Financial Statements

Note 2. Cash and Investments (Continued)

Note2a

Fiscal Year 2011;

Investment Type Fair Value Lessthan 1 Yr 1-6 Years
LGIP Investments $ 4547088 $ 4,547,088 -
SNAP MMMF 20,956,310 20,956,310 -
PFM MMMF 1,229,213 1,229,213 -
US Bank MMMF 1,344,267 1,344,267 -
U. S. Government securities 2,603,272 1,808,428 794,844
Money Market Funds 2,691,367 2,691,357 -
Total $ 33,371,506 $ 32,576,662 794,844
Fiscal Year 2010:

Investment Type Fair Value Less than 1 Yr 1-5 Years
SNAP Mutual Fund $ 16562323 $ 16,562,323 -
PFM Money Market 11,479,270 11,479,270 -
Certificates of deposit 6,455,902 6,455,902 -
U. S. Government securities 1,806,000 1,806,000 -
Money Market Funds 2,718,208 2,718,208 -
Total $ 39,021,703 $ 39,021,703 -

The Fund’s rated debt investments, other than LGIP, as of June 30, 2011 and 2010 were rated by Standard and
Poor's and the credit ralings are presented helow using the Standard and Poor’s rating scale.
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Parking Facilities Fund of the City of Norfolk, Virginia

June 30, 2011

Notes to Financial Statements

Note 2. Cash and Investments {Continued)

Note2b

Fiscal Year 2011:

Investment Type AAA AAAM Total
LGIP investments $ $ 4547088 $§ 4,547,088
SNAP MMMF 20,956,310 20,956,310
PFM MMMF - 1,229,213 1,229,213
US Bank MMMF - 1,344,267 1,344,267
U. S. Government securities 2,603,272 - 2,603,272
Money Market Funds - 2,691,357 2,691,357
Total $ 2603272 § 30,768,234 $ 33,371,506
Fiscal Year 2010:

Investment Type AAA AAAM AA+
SNAP Mutual Fund $ $ 16,562,323 § 16,562,323
PFM Money Market 11,479,270 11,479,270
U. 8. Government securities 1,806,000 - 1,806,000
Money Market Funds 2,718,208 2,718,208
Total $ 1,806,000 § 30759801 § 32,565,801

At June 30, 2011 and 2010 the Fund's cash and investment consist of the following:

Note2c

Investments in LGIP

Other Investments

Cash

Total Cash and Investments

Cash and short-term investments

Restricted cash and short-term investments held with fiscal agent

Other restricted assets
Total Cash and Investments

11

2011 2010
$ 15,341,906 13,470,546
33,371,506 39,021,703
192,309 220,078
$ 48905721 52,712,327
2011 2010
$ 19,497,798 17,689,665
24,566,838 29,675,731
4,841,085 4,946,931
§ 48905721 52,712,327




Parking Facilities Fund of the City of Norfolk, Virginia

June 30, 2011

Notes to Financial Statements

Note 3. Capital Assets

Capital assets at June 30, 2011 and 2010 are comprised of the following:

Nondepreciable assels:
Land
Construction-in-progress
Nonhdepreciable assels
Depreciable assats:
Buildings and building improvements
Furniture, fixtures and equipment
Total depreciable assets
Less accumulated depreciation:
Buildings and building improvements
Furnilure, fixtures and equipment
Total accumulated depreciation
Depreciable assets, net
Total capital assets, net

Nondepreciable assets:
Land
Construction-in-progress
Nondepraciable assets
Depreciable assels:
Buildings and building improvements
Furniture, fixtures and equipment
Total depreciable assets
Less accumulated depreciation:
Buildings and building improvements
Furniture, fixtures and equipment
Total accumulated depreciation
Depreciahle assefs, net
Total capital assets, net

The Fund capitalized $228,437 of interest expense for the fiscal year ended June 30, 2010. No interest expense
was capitalized for the fiscal year ended June 30, 2011. The total interest cost, including capitalized interest, was

Balance Balance
June 30, 2010 Additions Retirements/Transfers  June 30, 2011
$ 35952004 § - % - 8 35,952,004
1,230,830 50,967 (1,088,704} 193,003
37,182,924 50,867 {1,088,704) 36,145,187
187,019,966 414,708 - 187,434,674
4,098,797 1,085,105 (54,332 5,139,570
191,118,763 1,509,813 (54,332} 192,574,244
. (46,402,141) (4,946,404) - {51,348,545)
{699,333) {544,018) 54,332 {1,189,019)
{47,101,474) {5,490,422) 54,332 {52,537 ,564)
144,017,289 (3,980,609 - 140,036,680
$§ 181,200,213 & (3925642 % (1088704 & 176,181,867
Balance Balance
June 30, 2009 Additions Retirements/Transfers  June 30, 2010
$ 35862888 & 89206 $§ - § 35,952,094
42,993,500 1,088,704 (42,851,374) 1,230,830
78,856,388 1,177,810 (42,851,374} 37,182,924
135,500,362 52,437,080 (917,476} 187,019,866
854,321 3,359,675 {115,199) 4,098,797
136,354,683 55,796,755 (1,032,675} 191,118,763
{43,186,870) {4,093,286) 878,015 (46,402,141
(607,043) {198,255) 105,965 {699,333}
{43,783,913) {4,291,541) 083,980 (47,101 474}
92,560,770 51,505,214 {48,695) 144,017,289
$ 171417158 % 52683124 § {42,800,069) $ 181,200,213

$6,045,238 "and $5,203,450 for the fiscal years ended June 30, 2011 and 2010, respectively.
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Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Note 4. Short-Term Obligations

On March 9, 2011, the City issued a $51,655,000 General Obligation Bond Anticipation Note (BAN), Series 2011A
(Tax-Exempt). The 2011A BAN consisted of a $36,930,000 Note with an interest rate of 3.00% to yield 1.25% and a
$14,725,000 Note with an interest rate of 2.000% to yield 1.280%. The proceeds of the Series 2011A BAN were
used to current refund on April 1, 2011 the outstanding principal amount and accrued and unpaid interest on the
City's General Obligation BAN, Series 2010C. Parking portion of the Series 2011A BAN to be used fo fund the cash
flow needs of the Parking Facilities Fund capital improvement project is $50,933,597 with the balance of the Series
2011A BAN funding the cash flow needs of various General Capital projects of the City. City Council has authorized
that the Series 2011A BAN may be extended or refinanced from time to time by or at the direction of the City
Manager provided that no extension or refinancing matures later than five years from the date of the original issuance
of such Note (May 21, 2009).

On March 9, 2011, the City issued a $23,650,000 General Obligation BAN, Series 2011B (Taxable) with an interest
rate of 2.090% to vield 2.090%. The proceeds of the Series 2011B BAN current refund on April 1, 2011, the
outstanding principal amount and accrued and unpaid interest on the City's General Obligation BAN, Series 2010D
{Taxable). Parking portion of the Series 2011B Ban to be used to fund the cash flow needs of the Parking Facilities
Fund capital improvement project is $21,550,018 with the batance of the Series 2011B BAN funding the cash flow
needs of various General Capital projects of the city. City Council has authorized that the Series 20118 BAN may be
extended or refinanced from time to time by or at the direction of the City Manager provided that no extension or
refinancing matures later than five years from the date of the original issuance of such Note (January 21, 2010).

Interest on both the Series 2011A and the Series 2011B BANs will be payable semi-annually on January 1 and July
1, commencing January 1, 2012. Principal and interest accrued on the Series 2011A and the Series 2010B BANs

shall be payable at maturity on January 1, 2014.

Moody's Investors Service, Inc. (“Moody’s) and Standard & Poor's Rating Services reaffirmed the City’s existing long-
term rating “Aa2" and “"AA", respectively on both the Series 2011A and the Series 2011B BANs. Moody's additionally
assigned a short-term rating of "MIG-1" on both the Series 2011A and the Series 2011B BANs. Both the Series
2011A and the Series 2011B BANs are general obligations of the City and the City's full faith and credit are
irrevocably pledged to the repayment of principal and interest. Either of the Series 2011A BANs or the Series 2011B
BANs may be retired, at the discretion of the City Council, from the proceeds of future Capital improvement Bonds,
any revenue bonds of the City or by means of current revenues, special assessments or other funds.

13




Parking Facilities Fund of the City of Norfolk, Virginia

June 30, 2011

Notes to Financial Statements

Note 4.

General Obligation BANs

General Obligation Bond Anticipation Note,
Series 20100 (Tax-Exempt)

General Obligation Bond Anticipalion Note,
Series 2010D (Taxabls)

General Obligation Bend Anlicipation Note,
Series 2011A (Fax-Exempt)

General Obligation Bond Anticipation Note,
Series 2011A (Tex-Exempt)

Genera! Obligation Bond Anticipation Note,
Series 20118 (Taxabla)

Totai BANs

Less: Nen parking related

Short -Terim Obligations (Continued)

General Capilal Project Funding, Not Parking
Fadilities Fund projects

General Capilal Project Funding, Not Parking
Faciflities Fund projecls

Net Parking BANs

Outstanding Outstanding
Ftalurty Interest Balance As Of Balance As Of
Purpose Date Rate B/30410 Additiens Reductions 630011
Refund Series 2009C
(Tax-Exempt) 47112051 1.600% 44,690,000 44,690,000
Finance Parking
Taxable Capilal
Projects 4102011 0.980% 30,100,000 - 30,100,000 B
Refund Series 2010C
(Tex-Exempt) 11172014 3.000% 36,930,000 - 36,930,600
Refund Series 20H0C
(Tax-Exempt} 11172014 2.000% - 4,725,000 14,726,000
Finance Parking
Taxable Capital
Projects U204 2.090% 23,650,000 23,650,000
74,790,000 75,305,000 74,790,000 75,305,000
Refund Series 20100
(Tax-Exempl) 17112014 2-3% {721,403) (721,403}
Finance Parking
Taxable Capital
Projects 171/20%4 2.090% - (2,099,982) (2,099,982)
- (2,821,383) (2.821,385)
74,750,000 75,305,000 71,568,615 72,483,615

Outstanding amounts for the General Obligation Bond Anticipation Notes have also been included in the Long-Term

Obligations Note.

Note 5.

Long -Term QObligations

General obligation bonds: A summary of general obligation bond transactions, including bond anticipation notes,
for the fiscal year ended June 30, 2011 and 2010 follows:

Note5a

General obligation bonds outstanding at July 1

Bonds retired/refunded/refinanced
Bonds issued/allocated to Fund
Bonds outstanding at June 30

Plus Unamortized premium

General ohligation bonds outstanding at June 34,

adjusted for unamortized premium

Less current portion

14

2011 2010

$ 89431,183 $ 51,012,306
(76,137,731) {45,897,132)
72,683,241 84,316,009
85,976,693 89,431,183
1,539,839 653,071
87,516,532 90,084,254
(1,464,104) {75,966,555)

$ 86052428 § 14,117,699




Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Note 5. Long -Term Obligations (Continued)

Parking facilities general obligation bonds outstanding at June 30, 2011 and 2010 are comprised of the following
individual issues:

Note5h
FY 2011 Parking Facilities
General Obligation
Bond Issue/Purpose Dated Issue Amount  Interest Rate Bonds Quistanding
Series 2002 Refunding 2/13/2002 47,200,000 2.00-5.00% 92,308
Series 2002 B Refunding 11/1/2002 39,890,000 4.00-5.50% 424,774
Series 2006 New Money 11/15/20086 99,225,000 4.00-5.00% 2,667,640
Series 20092 Refunding 5/21/20098 21,895,000 3.00-5.00% 682,720
Serles 2010 A &B 1/2172010 4,626,010 1.75-5.96% 4,526,010
Series 2010 E 2125/2010 5,000,000 2.00-4.00% 5,000,000
Series 2010 G Refunding 10/19/2010 199,626  2.50-5.00% 199,626
Series 2011 A BAN 372412011 50,933,597 2.00-3.00% 50,933,697
Series 2011 B BAN 32412011 21,550,018 2.09% 21,550,018
Total Parking Facllities General Obligation Bonds $85,976,693
FY 2010 Parking Facilities
General Obligation
Bond Issue/Purpose Dated Issue Amount  Interest Rate Bonds Outstanding
Series 2002 Refunding 2/13/2002 47,200,000 2.00-5.00% 185,280
Series 2002 B Refunding 11/1/2002 39,890,000 4.00-5.50% 584,402
Series 2004 Refunding 371612004 96,395,000 4.00-5.00% 337,079
Series 2006 New Money 11/15/2006 99,225,000 4.00-5.00% 2,909,992
Series 2009 Refunding 5/21/2009 21,895,000 3.00-5.00% 1,098,420
Series 2010 A& B 1/21/2010 4,526,010 1.75-5.96% 4,526,010
Series 2010 BAN 2010 C 1/21/2010 44 690,000 1.50% 44,690,000
Series 2010 BAN 2010 D 112142010 30,100,000 0.98% 33,100,000
Series 2010 E 2/25/2010 5,000,000 2.00-4.00% 5,000,000
Total Parking Facilities General Obligation Bonds $89.431,183
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Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Note 5. Long -Term Obligations (Continued})
A summary of the requirement to amortize general obligation bonds outstanding at June 30, 2011 is as follows:

NoteSc

Year Ending, June 30, Principal Interest
2012 $ 1464104 $ 1,922,638
2013 1,088,426 2,267,668
2014 73,459,739 2,260,864
2015 980,567 400,703
2016 858,450 333,681
2017-2021 2,948,351 1,306,446
2022-2026 2,930,880 781,824
2027-2031 2,246,176 254,289
General Obligation bonds outstanding $ 85976693 § 9528113

General obligation bonds are payable first from the revenue of the specific funds in which they are recorded;
however, the full faith and credit of the City is pledged to the payment of the principal and interest on all general
obligation bonds. There are no sinking fund requirements.

Advanced Refunding: On October 19, 2010, the City sold $90,165,000 of general obligation bonds which were used
to defease $10,380,000 of the City's Series 2002B General Obligation Bonds, $28,550,000 of the City's Series 2003
General Obligation Bonds, $20,950,000 of the City's Series 2005 General Obligation Bonds, $7,650,000 of the City's
Series 2008 General Obligation Bonds and $23,135,000 of the City's Series 2008C General Obligation Bonds. The
advance refunding will reduce the City's total debt service payments for bonds and result in an economic gain
(difference between the present values of the debt service payments on the old and new debt) of $3,320,406.

The Parking Facilities Fund's portion of the $90,165,000 General Obligation Refunding Bonds, Series 2010G was

$199,626. It was used to defease $199,626 of Parking’s Series 2006 General Obligation Bonds. The refunded bond
is considered to be defeased and the liability for the hond has been removed.
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Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Revenue bonds: A summary of revenue bond transactions for the fiscal year ended June 30, 2011 and 2010

follows:
Note5d
2011 2010
Revenue bonds outstanding at July 1 $ 87,844,000 $ 90,404,000
Bonds retired (3,024,000 (2,560,000
Bonds outstanding at June 30 84,820,000 87,844,000
Less unamortized discount (3,331,415) {3,578,959)
Revenue bends outstanding at June 30
adjusted for unamortized discount/premium 81,488,585 84,265,041
Less current portion (2,565,000 (2,635,000)
$ 78923585 § 81,630,041
Note &. Long -Term Obligations (Continued)

Parking revenue bonds outstanding at June 30, 2011 are comprised of the following individual issues:

Note5e
2011 Parking Facitities
Revenue Bonds
Bond lssue/Purpose Dated Issue Amount  Interest Rate Quistanding
Series 1999 Parking Syster Revenue 2/15/1999 $ 54,450,000 4.00-5.00% $13,320,000
Series 2000B Parking System Revenue and Refunding 10/1/2000 17,860,000 5.50% 15,155,000
Series 2004A Variable Rate Parking System Revenue 10/28/2004 6,695,000 Variable 6,065,000
Series 20048 Parking System Revenue 10/28/2004 30,905,000 2.50-5.00% 25,890,000
Series 2005 Parking System Revenue Refunding 8/15/2005 256,045,000 4.00 - 5.00% 24,390,000
Total Parking Facilities General Obligation Bonds $84,820,000
2010 Parking Facilities
Revenue Bonds
Bond Issue/Purpose Dated Issue Amount _ Interest Rate Outstanding
Series 1999 Parking System Revenue 2M15/1989 $ 54,450,000 4.00 - 5.00% $13,780,000
Series 2000B Parking System Revenue and Refunding 10/1/2000 17,860,000 5.50% 15,155,000
Series 20031 Subordinate Parking System Revenue 7/11/2003 1,474,000 4.50% 476,500
Series 20031l Subordinate Parking System Revenue 711172003 435,000 4.50% 102,500
Series 2004A Variable Rate Parking Systerm Revenue 10/28/2004 6,695,000 Variable 6,185,000
Series 2004B Parking System Revenue 10/28/2004 30,905,000 2.50 - 5.00% 27,725,000
Series 2005 Parking System Revenue Refunding 8/15/2005 26,045,000 4.00-5.00% 24,420,000
Total Parking Facilities General Obligation Bonds $87,844,000
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Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011 :

Notes to Financial Statements

Note 5. Long <Term Obligations {Continued)
A summary of the requirement to amortize revenue bonds outstanding at June 30 is as follows:

Note5f

Year Ending

June 30, Principal Interest
2012 $ 2565000 $ 4,176,575
2013 2,690,000 4,051,025
2014 2,835,000 3,918,825
2015 2,970,000 3,779,000
2016 3,085,000 3,654,300
2017-2021 17,870,000 16,008,725
2022-2026 22,855,000 11,243,812
2027-2031 25,890,000 5,117,050
2032-2035 4,060,000 488,400
Revenue bonds outstanding $ 84,820,000 $ 52437712

Parking revenue bonds are payable solely from the revenues of the Fund. The most restrictive covenant of the
Parking revenue bonds requires the Fund net revenue fo not be less than the greater of (i) the sum of 1.25 times
Senior Debt Service and 1.0 fimes Subordinated Debt service for the fiscal year and (i} 1.0 times the funding
requirements for fransfers from the Revenue Fund to the Bond Fund, the Parity Debt Service Fund, the Repair and
Replacement Reserve Fund, the Surety Bond Interest Fund and the Subordinate Debt Service Fund. Pursuant to the
terms of the revenue bond indenture, certain resources have heen set aside for the repayment of the revenue bonds.
These resources are classified as restricted cash and investments on the Statement of Net Assets because their use
is limited by applicable bond covenants. A supplementary schedule of past two years of Parking Facllities Fund,
Revenue Bond Senior Debt Service Coverage is included at the end of this report.

The City issued $6,695,000 in Variable Rate Parking System Revenue Bonds, Series 2004A {Taxable) on October
28, 2004, 1o finance the costs of acquiring, construcling and equipping capital improvements to the Parking System.
As of June 30, 2011, $6,065,000 remains outstanding and included in the City's long-term debt. The bonds mature
February 1, 2035.

The Series 2004A Bonds are limited obligations of the City payable from the Net Revenues derived from the City's
Parking System and other funds pledged for their payment under the terms of the Master Indenture of Trust dated as
of February 1, 1997, as supplemented, between the City and U.S. Bank Trust National Association, as successor

Trustee (the “Trustee”).

The Indenture provides that the Series 2004A Bonds shall bear interest from time to time in any one of four Interest
Mode: (i) a Daily Rate Mode, (i) a Weekly Rate Mode, (iii) a Long-Termt Mode, or (vii} a Fixed Mode. All Series
2004A Bonds must be in the same Interest Mode at any one time. Since initial delivery, the interest rate mode on the
Series 2004A Bonds has been at the Weekly Rate. The interest rate on the Bonds is subject to Conversion to
another interest rate mode, except from a Fixed Rate to another interest rate mode, in whole and not in part, at the
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Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Note 5. Long -Term Obligations (Continued)

option of the City, by mailing a notice thereof to the Trustee at least 30 days hefore the Conversion Date. Upon
change in an Interest Mode, the Series 2004A Bonds are subject to mandatory tender for purchase to U.S. Bank
Trust National Association, as tender agent. Notice must be sent by mail to the Owners of the Series 2004A Bonds
no less than 15 days prior to the change in the Interest Mode. The Maximum Bond Rate (other than with respect to
Bank Bonds) at any time is 15% per annum.

In conjunction with these bonds, the City maintains a Credit Facility. The Credit Facility is an frrevocable direct-pay
letter of credit (LOC) obligation of Bank of America, N.A. (the "Credit Facility Issuer”). The annual LOC fee Is 48
basis points for the current three-year LOC that expires on October 26, 2013. The LOC provides (i) the principal of
the 2004A Bonds or the portion of the Purchase Price corresponding to the principal of the 2004A Bonds, to the
extent remarketing proceeds are insufficient and (ji) 45 days’ accrued interest (at a maximum rate of 15% per annum)
on such 2004A Bonds or that portion of the Purchase Price corresponding to the interest accrued thereon.

The LOC provides for the purchase of the Bonds which have been tendered, but not remarketed. The unremarketed
Bonds held by the Bank (the "Bank Bonds”) shall bear interest at the Bank Rate in accordance with the Credit
Facility. Interest on the Bank Bonds will be computed as the per annum rate (rounded upwards, if necessary, to the
next higher 1/100 of 1%} equal to one month LIBOR plus 200 basis points (2.0%). The Bank Rate shall not be
subject to the Maximum Bond Rate.

At the option of the City, any 2004A Bonds are subject to redemption prior to maturity as further described in the Fifth
Supplemental Indenture of Trust between the City and the Trustee.

At June 30, 2011, all the Series 2004A Bonds have been successfully remarketed by the remarketing agent.

Bonds authorized and unissued as of June 30, 2011 were approximately $76,643,933.

Note 6. Retirement & OPEB Obligations

The Fund contributes to the Employee's Retirement System of the City of Norfolk (the “System™), a single-employer
nencontributory defined benefit plan, which is accounted for as a separate Pension Trust Fund. Reference should be made
to the Comprehensive Annual Financial Report of the System for further description of the plan. The retirement expense
for June 30, 2011 and 2010 was $606,650 and $499,452, respectively.

The City provides post-retirement health care benefits, in accordance with state statutes, which require extending
access to healthcare benefits to certain retirees. General City employees are eligible to participate at the earlier of
age 55 and 15 years of creditable service or 25 years of creditable service. Employees who retire on accidental
disability are also eligible. Retirees that elect to participate may purchase health care coverage using the same
health care plans and premium structures available to active employees. Retiree participation, plan/benefit

elections and contributions are administered by the City's Retirement Bureau based on the participation guidelines
established by the Norfolk City Council.
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Parking Facilities Fund of the City of Norfolk, Virginia
June 30, 2011

Notes to Financial Statements

Note 6: Retirement & OPEB Obligations (Continued)

Projections of benefits for financial reporting purposes are based on the plan and include the types of benefits
provided at the time of each valuafion. The actuarial methods and assumptions used include techniques designed to
reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the fong-
term perspective of the calculations. The acluarial valuation was performed as of July 1, 2010 with results projected
for the fiscal year ended June 30, 2011.

The City's annual OPEB cost (expense) is calculated based on the annual required contribution (ARC), an amount
actuarially determined in accordance with GAAP wherein governments report on an accrual basis, benefit costs
related to the period in which benefits are earned rather than to the period of benefit distribution. The ARC
represents a level of funding that, if paid on an on-going basis, is projected to cover normal cost each year and
amortize any unfunded actuarial liabilities over a period not to exceed thirly years. The ARC as computed for the City
is allocated to the Fund based on payroll.

The Fund and the City use the pay as you go method to calculate the OPEB liability for June 30, 2011 as the City has
not funded a trust for the OPEB liability. Using the most recent OPEB Plan Valualion Date of July 1, 2010, the
following table shows the components of the Fund's annual OPEB costs projected for the current fiscal year, the
amount contributed to the Plan and the changes in the net OPEB obligation:

2011 2010
Net beginning OPEB obligation $ 291,071 $ 164,147
Annual required contributions 169,027 198,288
Interest on net OPEB obligation 13,253 7414
Adjustment to ARC (12,307) (5,863)
Annual OPEB cost 169,973 199,839
Less: contribufions made 42295 72915
Increase in net OPEB obligation 127,678 126,924
Net ending OPEB obligation $ 418,749 $ 291,071

The total unfunded actuarial accrued liability (UAAL) for 2011 and 2010 was is $1,280,679 and $1,234,647,
respeclively, and is allocated to the Fund on the same basis as the ARC. The allocation is based on covered payroll
and does not purport to represent the OPEB liability of the Fund on a stand-alone basis. Reference should he made
to the Comprehensive Annual Financial Report of the City of Norfolk for further information.

Note 7. Commitments

Commitments for completion of capital projects authorized were approximately $1,433,984 and $2,040,747 at June 30,
2011 and 2010, respectively.

Note 8. Litigation

From time to time the Gity is a defendant in a number of [awsuits. Although it is not possible to determine the final
outcome of these matters, management and the City attorney are of the opinion that the ultimate liability will not
be material and will not have a significant effect on the Fund's financial condition.
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Note 9.

Risk Management

The Fund is exposed to various risks of loss related to: theft of, damage to, and destruction of assets; injuries to
employees; general liability; automobile liability; crime and employee dishonesty; professional liahility; and directors
and officers’ liability. The Fund's coverage is provided through the City’'s combination of purchased insurance
policies and self-insurance plans.

Note 10.

Accounting Pronouncements Issued But Not Yet Implemented

The GASB has issued several pronouncements that may impact future financial presentations. Management has ot
determined what, if any, impact implementation of the following statements will have on the City.

GASB Statement 60: Accounting and Reporting for Service Concession Arrangements. GASB 60
addresses issues related to accounting for, financial reperting and disclosure requirements of certain
service concession arrangements, which are a type of public-private partnership. The provisions of
GASB 60 are effective for fiscal years beginning after December 15, 2011.

GASB Statement 62: Codification of Accounting and Financial Reporting Guidance Confained in Pre-
November 30, 1989 FASB and AICPA Pronouncements. GASB 62 incorporates info GASB's
authoritative literature certain accounting and financial reporting guidance issued on or before
November 30, 1989 from the following sources: FASB statements and interpretations, Accounting
Principles Board Opinions, and Accounting Research Bulletins of the AICPA, so long as it does not
contradict or conflict with GASB pronouncements. This statement also supersedes Statement No. 20:
Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities that Use
Proprietary Fund Accounting. The provisions of GASB 62 are effeclive for fiscal years beginning after
December 15, 2011.

GASB Statement 83: Financial Reporting of Deferred Qutflows of Resources, Deferred Inflows of
Resources and Net Position. GASB 63 provides financial reporting guidance for deferred outflows and
inflows of resources. These terms are defined as the consumption or acquisition of net assets by the
government that is applicable to a future reporting period respectively. The provisions of GASB 62 are
effective for fiscal years beginning after December 15, 2011.

GASB Statement 64: Derivative Instruments: Application of Hedge Accounting Termination Provisions —
an amendment of GASB Statement No. 53, GASB 64 will clarify whether an effective hedging
relationship will continue after the replacement of a swap counterparty or swap counterparty's credit
support provider. The statement will also set forth criteria that establishes when the effective hedging
relationship continues and hedge accounting should continue fo be applied. The provisions of GASB
64 are effective for fiscal years beginning after June 15, 2011.
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Supplemental Debt Capacity Information
Revenue Bonds Debt Service Coverage

Parking Facilities Fund
Last Ten Fiscal Years

Operating
Revenue Expenses Income

Fiscal Available for Less Depreclation Available Debt Service

Year Debt Service (1) & Amortization (2)  for Debt Service Principal {3} Interest (3 & 4) Total Coverage
2002 18,427,725 7,309,883 11,117,842 1,010,000 4,370,126 5,380,128 2.07
2003 18,879,428 7,481,301 11,398,127 1,080,000 4,305,825 5,385,825 2.12
2004 21,614,695 8,503,800 13,110,895 1,155,000 4,232,717 5,387,717 243
2005 21,329,936 4,984,289 11,345,647 1,225,000 4,540,463 5,765,463 1.97
2008 21,823,360 9,493,391 12,329,969 1,760,000 4,147,035 5,907,035 2.09
2007 22,348,513 9,359,808 12,988,705 1,825,000 4,628,423 6,453,423 2.01
2008 21,338,661 10,554,971 10,783,690 1,935,000 4,456,598 6,391,598 1.69
2009 20,060,905 10,762,214 9,298,691 2,040,000 4,254 17 6,294,117 1.48
2010 19,039,563 10,741,343 8,298,220 2,370,000 4,084,135 6,454,135 1.29
2011 20,079,618 10,513,723 9,565,895 2,445,000 4,009,864 6,454,864 1.48

Notes:

1. Includes operating revenue plus interest income not capitalized.
2. Includes operating expenses less depreciation and amortization.
3. Excludes subordinate debt service.

4. Reflects actual interest paid on the Variable Rate Parking System Revenue Bonds, Series 2000A and 2004A.

{see accompanying independent auditor's report)
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KPMG LLP

Suite 1900

440 Monticello Avenue
Norfolk, VA 23510

Independent Auditors’ Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

The Honorable Members of City Council
Parking Fund of the City of Norfolk, Virginia;

We have audited the financial statements of the Parking Fund of the City of Norfolk, Virginia (the Fund) as
of and for the years ended June 30, 2011 and 2010, and have issued our report thereon dated December 13,
2011, As discussed in note 1 to the financial statements, the accompanying financial statements present on
the Parking Fund and do not purport to, and do not, present fairly the financial position of the City of
Norfolk, Virginia, the changes in its financial position or its cash flows, where applicable, in conformity
with U.S. generally accepted accounting principles. Our report also discusses that the Fund has not
presented a Management’s Discussion and Analysis that U.S. generally accepted accounting principles has
determined is necessary to supplement, although not required to be a part of, the financial statements, We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

Management of the Fund is responsible for establishing and maintaining effective internal control over
financial reporting, In planning and performing our audit, we considered the Fund’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Fund’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Fund’s internal control over financial reporting.

A deficiency in internal contrel over financial reporting exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above. However, we identified a deficiency in internal control over financial
reporting that we consider to be a significant deficiency that is described in the next paragraph. A
significant deficiency is a deficiency, or combination of deficiencies, in internal control over financial
reporting that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

KPMG LLP is a Delaware frmted fabiy parinership,
ihe U.8, member fim of KPMNG Intemabonal Cooperative
(KPMG [nternational), 2 Swiss entity.




Finding #2011-1 Parking Fund Cash Receipts

Cwrent Parking Fund operating procedures require that cash receipts collected by parking attendants be
recorded to the Cashier Report and to a deposit slip at the end of each attendant’s shift. The completed
Cashier Report and deposit slip are required to be signed by both the attendant and the supervisor on duty.
During cash receipt festing, we noted four instances where the supervisor on duty signed as both the
cashier and supervisor on both the cashier report and the deposit slip. All four instances occurred at the
same parking facility and with two different supervisors. We noted that all instances identified occuired at
the garage which is the last one to close each night and with the last supervisor on duty, which makes them
the only individual responsible for closing the garage facility. Current Parking Fund policies do not
specifically address situations wherein a supervisor would need to act in the capacity of a cashier. Because
the situation was not addressed, supervisors completed the forms in both capacities in order to comply with
the rest of the policies in place. As a result, in certain circumstances, the intended segregation of duties was
not achieved. The IFund should update its current policies in place relating to cash receipting to provide
guidance for supervisors who are on duty without relief and specifically to address the fact that a second
parking employee should always co-sign the completed Cashier Report and deposit slip to ensure proper
segregation of duties.

Views of Responsible Officials

Management agrees with this finding. Since being made aware of the four instances noted, we have
enhanced existing policies and created additional policies and procedures to further strengthen internal
controls. It is also important to note that all time in and time out parking revenue transactions are recorded
in the Parking Fund’s system and audited by the Parking Fund’s internal audit staff who are separate from
the operational supervisors and attendants.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Fund’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Govermment Auditing Standards.

The Fund’s response fo the finding identified in our audit is described herein. We did not audit the
response, and accordingly, we express no opinion on it.

This report is intended solely for the information and use of Fund management, City Council, and others
within the City, and is not intended to be and should not be used by anyone other than these specified
parties.

KPme LLP

December 13, 2011
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