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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Revenue Authority of Prince George’s County
Largo, Maryland

We have audited the accompanying financial statements of the Revenue Authority of Prince
George's County (the Authority), a component unit of Prince George’s County, Maryland, as of
and for the year ended June 30, 2006 and 2005, as listed in the table of contents. These financial
statements are the responsibility of the Authority’s management. 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. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our
OpmMoL.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Authority as of June 30, 2006 and 2005, and the changes in its
financial position and cash flows for the years then ended, in conformity with accounting
principles generally accepted in the United States of America.

The management’s discussion and analysis listed in the table of contents is not a required part of
the basic financial statements but is supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and

express no opinion on it

Do 2005 Thompsan, Cobb Bazilo 4 Assoviectes PC

A Professional Corporation
www. teha. oo



REVENUE AUTHORITY OF

PRINCE GEORGE’S COUNTY
MANAGEMENT’S DISCUSSION AND ANALYSIS

Management’s Discussion and Analysis

This discussion and analysis of the Revenue Authority of Prince George's County (the
Authority), a component unit of Prince George’s County, Maryland, provides an overview of the
financial activities for the fiscal year ended June 30, 2006. Please read in conjunction with the
Authority’s basic financial statements, which begin on page 8.

Financial Highlights

¢ (Cash and cash equivalents increased by $1,511,066. Approximately 97% of this increase
is attributed to the cash provided by operating activities.

e Assels exceeded liabilities by $22,005,311 as of June 30, 2006. The largest component
of the Authority’s net assets, about 74% or $16,172,654, was invested in capital assets,
less any related outstanding debt used to acquire those assets.

¢ Operating income for the year ended June 30, 2006 was $973,298. Operating income
declined primarily due to a reduction in rent income from Prince George’s County.

Using This Annual Report

This annual report consists of a series of financial statements: The Statements of Net Assets, the
Statcrments of Revenues, Expenses and Change in Net Assets, and the Statements of Cash Flows.

The Statement of Net Assets presents the financial position of the Authority on a full accrual
historical cost basis. The Authority’s net assets are the difference between what the Authority
owns and what the Authority owes. Increases or decreases in the Authority’s net assets are one
indicator of whether financial health is improving or deteriorating.

The Statement of Revenues, Expenses and Change in Net Assets presents the results of the
activities over the course of the year showing how the net assets changed during the year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The Statement of Cash Flows presents changes in cash and cash equivalents, resulting from
operating, financing, and investing activities.

The Summary of Accounting Policies and Notes to the Financial Statements provide required
disclosures and other information that are essential to a full understanding of material data
provided in the statements.

Summary of Statements of Net Assets

2006 2005
Current assels $ 6472076 $ 5,388,849
Moncurrent assets 16,305,764 16,935,696
Total assets 22,777,840 22,324,545
Current liabilities 686,566 1,282,313
Noncurrent liabilities 85,963 121,547
Total liabilities 772,529 1,403,860
Net assets invested in capital, net of related debt 16,172,654 16,769,600
Unrestricted 5,532,133 3,875,222
Restricted 300,524 275,863
Total net assets $ 22,005,311 5 20,920,685

The largest portion of the Authority’s assets is the capital assets, which make up $16,305.764 of
total assets. The largest portion of the Authority’s liabilities is the payable to Prince George's
County, which make up $154,710 of the total Labilities. Net assets increased 51,084,626 from

the prior year.
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Summary of Statements of Revenues, Expenses and Change in Net Assets

2006 2005
Total operating revenues $ 5984557 £ 6,374,697
Total operating expenses (5,011,259) (4,963,120)
Operating income 973,298 1,411,577
Net non-operating revenues (expenses) 111,328 (17,202)
Change in net assels 1,084,626 1,394.375
Net assets, beginning of the year 20,920,685 19,526,310
Net assets, end of year i 22,005,311 5 2U,92ﬂ,685=

The Authority’s two major areas of revenue collections are the parking operations and rent
income from Prince George’s County. Revenues from parking operations consist of collections
of daily and monthly parking fees, parking meters, and parking violations. Revenues from
parking operations were $5,223,979 in fiscal year 2006 compared to $5,172,464 in fiscal year
2005. Rent income from Prince George's County was $660,000 in fiscal year 2006 compared to
$1,064,500 in fiscal year 2005. This decrease of $404,500 is the result of the renegotiation of the
amount due under the lease agreement dated May 1, 1986 between the Authority and the County,
wherein the County agreed to lease the Hyattsville Justice Center from the Authority.

Other income was 53,240 in fiscal year 2006 compared to $44,399 in fiscal year 2005. The
decrease in other income in 2006 was due to the discontinued agreement with Prince George's
County in support of the Prince George's County Art in Public Places (AIPP) program. Hence,
there were no expenses recorded for the Art in Public Places program in fiscal year 2006.

The Authority’s three major areas of expense are parking operations, general and administrative
expenses, and depreciation and amortization expenses. Expenses related to the parking
operations for fiscal year 2006 were 53,538,146 compared to $3,396,968 in fiscal year 2005.
The 4% increase in parking operations expenses is primarily due to the increase in staffing to
support the operational infrastructure and the expense related to the WMATA agreement.
General and administrative expenses consist primarily of the salanies of administrative personnel
and related overhead and facilities expenses. As a percentage of total revenues, general and
administration expenses remained flat at 11% for fiscal years 2006 and 2005. Depreciation and

4
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amortization expenses remained constant at $653,880 in fiscal year 2006 compared to $652,275
in fiscal year 2005.

Net non-operating revenue mainly consists of interest income on short-term investments and
interest charges on long-term debt. Net non-operating revenues (expenses) were $111,328 in
fiscal year 2006 compared to ($17,202) in fiscal year 2005. The increase is due 1o higher average
cash balances and higher short-term interest rates during 2006 compared to 2005. In addition,
net non-operating revenue increased in fiscal year 2006 due to lower interest expense related to
bonds that were retired in fiscal year 2005.
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Capital Assets

Balance July

Balance June

1, 2005 Additions Deletions 30, 2006

Capital assets not being

depreciated:

Land $ 5307,744 § - 5 - § 5307744
Capital assets being

depreciated/amortized:

Office building 5,181,165 - - 5,181,165

Parking structures 11,529,650 - - 11,529 650

Parking equipment 396,290 11,466 (2,336) 405,420

Office equipment 250,929 - - 250,929

Meters 97,708 - - 97,708

Vehicle 73,752 12,482 86,234

Leasehold improvements 1,478,501 - - 1,478,501
Total capital assets 24,315,739 23,948 (2,336) 24,337,351
Less accumulated

depreciation/amortization

for:

Office building 437,933 74,017 - 511,950

Parking structures 5,728,790 384,579 - 6,113,369

Parking equipment 345,608 15,400 (2.336) 358,672

Office equipment 199,514 29,850 - 229,364

Meters 65,717 11,680 - 77,397

Vehicle 20,191 19,925 - 40,116

Leasehold improvements 582,290 118,429 700,719
Total accumulated depreciation

and amortization 7,380,043 653,880 (2.336) 8,031 587

Net capital assets $ 16935696 $ (629,932) § - $ 16,305,764

Total additions for the year were $23,948. Total depreciation and amortization expenses for the
year were $653,880.
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Debi

Debt includes notes payable and obligations for equipment and vehicles under capital leases in
the amount of $133,110.

Contacting the Authoritv’'s Financial Manasement

This financial report is designed to provide our citizens, customers, and creditors with a general
overview of the Authority’s finances and show the Authority’s accountability for the money it
camms. If you have any questions about this report or need additional financial information,
contact us at 1300 Mercantile Lane, Suite 108, Largo, Maryland 20774.



REVENUE AUTHORITY OF

PRINCE GEORGE’S COUNTY
STATEMENTS OF NET ASSETS

JUNE 30, 2006 AND 2005

Assets

Current assets
(ash and cash equivalents
Accounis receivable
Other current assets

Total current assets

Noncurrent assels
Land
Capital assets, net

Total noncurrent assets
Total assets

Liabilities and Net Assets
Current liabilities
Accounts payable
Accrued expenses and other liabilities
Deferred revenue
Due to Prince George’s County
Due to City of Hyattsville
Capital lease obligation, current portion
Notes payable, current portion

Total current liabilities

Noncurrent liabilities
Capital lease obligation, net of current portion
Notes payable, net of current portion

Total noncurrent Liabilities
Total liabilities

Commitments and contingencies

Net assets
Invested in capital assets, net of related debt
Unrestricted
Restricted

Total net assets

2006 2005
$ 6254544 S 4,743 478
163,004 612,189
54,528 33,182
6,472,076 5,388,849
5,307,744 5,307,744
10,998,020 11,627,952
16,305,764 16,935,696
22,777,840 22,324,545
175,660 94,733
143,905 177,224
147,774 148,170
154,710 800,267
17,370 17.370
34,455 34,275
12,692 10,274
686,566 1,282,313
72,309 106,764
13,654 14,783
85,963 121,547
772,529 1,403,860
16,172,654 16,769,600
5,532,133 3,875,222
300,524 275,863
$ 22005311  $ 20,920,685

The accompanying notes are an integral part of these financial statements.
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PRINCE GEORGE’S COUNTY

STATEMENTS OF REVENUES, EXPENSES AND CHANGE IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

Operating Revenues
Parking operations

Rent income from Prince George's County

Capital Centre project
Other

Total operating revenues

Operating Expenses

Parking operations

General and administrative
Depreciation and amortization

Rent payment to Prince George's County
Art In Public Places

Total operating expenses

Operating income

Non-operating Revenues (Expenses)
Interest income

Interest expense

Net non-operating revenues (expenses)
Change in net assets

Net assets, beginning of year

Met assets, end of year

2006 2005
5,223,979 5,172,464
660,000 1,064,500
97,338 93,334
3,240 44,399
5,984,557 6,374,697
3,538,146 3,396,968
669,233 728,634
653,880 652,275
150,000 150,000
35,243
5,011,259 4,963,120
973,298 1,411,577
118,129 51,836
(6,801) (69,038)
111,328 (17,202)
1,084,626 1,394,375
20,920,685 19,526,310

5 22,005,311

$ 20,920,685

The accompanying notes are an integral part of these financial statements.
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PRINCE GEORGE’S COUNTY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

Cash flows from operating activities
Cash received from operations
Insurance claim recovery

Cash paid to suppliers

Cash paid to employees

Cash paid to board members

Net cash provided by operating activities

Cash flows from capital and related financing activities
Profit on sale of vehicle

Purchases of capital assets

Principal paid on capital leases and notes payable

Interest paid on debt

Net cash used in capital and related financing activities

Cash flows from investing activities
Investment earnings

Net cash provided by investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

2006 2005

S 5469205 $ 5075438
98,080 -
(2,475,189) (2,484,880)
(1,592,757) (1,361,578)
(33,200) (32,400)
1,466,139 1,196,580

700 i
(11,466) (61,882)
(45,881) (30,933)
(6,387) (4,538)
(63,034) (97,353)
107,961 51,836
107,961 51,836
1,511,066 1,151,063
4,743,478 3,592,415

$ 6254544 $ 4743478

The accompanying notes are an integral part of these financial statements.
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PRINCE GEORGE’S COUNTY
STATEMENTS OF CASH FLOWS - CONTINUED
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

2006 2005

Reconciliation of operating income to net cash provided

by operating activities
Operating income 5 973,298 % 1,411,577
Adjustments to reconcile operating income to net cash
provided by operating activities

Depreciation and amortization 653,880 652,275
Payment of bond obligation by the County - (1,277,400)
(Increase) decrease in assets
Accounts receivable 457,181 (228,884)
Due from Prince George's County 212,900
Other current assets (21,346) (5,421)
Increase (decrease) in hiabilities
Accounts payable 80,927 (25,472)
Accrued expenses and other liabilities (31,849) 7.850
Deferred revenue (396) (5,875)
Due to Prince George's County (645,557) 455,030
Net cash provided by operating activities 5 1,466,038 § 1,196,580

The accompanying notes are an integral part of these financial statements.
11



NOTE 1:

REVENUE AUTHORITY OF

PRINCE GEORGE’S COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006 AND 2005

SUMMARY OF ACCOUNTING POLICIES

General Information

The Revenue Authority of Prince George’s County (the Authority) is a body
corporate and politic established under the authority of Maryland law passed in
1996. In 1997, the County Council of Prince George's County, Maryland (the
County) enacted legislation to create a separate entity whose purpose is to
exercise its powers for projects within the boundary lines of the County devoted
wholly or partially for public uses, good, or general welfare, and to stimulate
employment and economic growth. The Authority is a component unit of the
County. The Authority has seven board members and two ex-officio members.
The County Executive appoints five board members and the County Council
appoints two board members. The County Executive and County Council have
oversight responsibility for approval of the Authority’s operating and capital
improvement budgets.

Basis of Accounting

The Authority is an enterprise fund and prepares its financial statements on the
accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America. Under this method, revenues are
recognized when eamed and expenses are recognized when incurred. The
Authority applies all applicable Financial Accounting Standards Board (FASB)
pronouncements issued on or prior to November 30, 1989 in accounting and
reporting its operations, unless these pronouncements conflict with Governmental
Accounting Standards Board (GASB) pronouncements. The Authority has also
elected not to apply post-November 30, 1989 FASB pronouncements in
accounting and reporting its operations.

The Authority distinguishes operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services
in connection with the Authority’s ongoing operations. The principal operating
revenues of the Authority are revenues generated from its parking operations.
Operating expenses include the cost of services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses.

12
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REVENUE AUTHORITY OF

PRINCE GEORGE’S COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006 AND 2005

SUMMARY OF ACCOUNTING POLICIES (Continued)
Cash and Cash Equivalents

The Authority considers all highly liquid instruments, which are to be used for
current operations and which have an original maturity of three months or less, to
be cash and cash equivalents, except for the liquid instruments held as part of
investments.

Accounts Receivahle

Accounts receivable consists primarily of amounts due from fees for parking
operations. The allowance method is used to determine uncollectible accounts
receivable.  The allowance is based on management’s analysis of specific
accounts. Management considers all accounts receivable to be fully collectible;
therefore, no allowance for doubtful accounts has been established.

Capital Assets

Capital assets are recorded at cost. The Authority capitalizes all expenditures for
property and equipment over $5,000. Depreciation and amortization are
computed using the straight-line method over the estimated useful lives of the
assets, which range from 2 to 70 years, or the lesser of the useful life of the asset
or the lease period for capital leases. When assets are sold or otherwise disposed
of, the asset and related accumulated depreciation and amortization are removed
from the accounts, and any remaining gain or loss is included in operations.
Repairs and maintenance are charged to expense when incurred.

Net Assets

Net assets represent the difference between assets and labilities. Net assets
invested in capital assets, net of related debt consist of capital assets, net of
accumulated depreciation and amortization, reduced by the outstanding balances
of any borrowings used for the acquisition of those assets. Unrestricted net assets
represent resources available to meet the general operations of the Authority and
may be used to meet current expenses for any purpose. Net assets are reported as
restricted where there are limitations imposed on their use either through
legislation or through external restrictions imposed by creditors, grantors, laws or
regulations.

Revenues

Revenues are recognized when earned.

13
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NOTE 2:

REVENUE AUTHORITY OF
PRINCE GEORGE’S COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006 AND 2005

SUMMARY OF ACCOUNTING POLICIES (Continued)
Use of Estimates

The preparation of the financial statements in conformity with accounting
principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect certain reported
amounts of assets and liabilities and disclosure of contingent assets and habilities
at the date of the financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those
estimates.

Financial Instruments and Credit Risk

Financial instruments that potentially subject the Authority to concentrations of
credit risk consist principally of investments held at creditworthy financial
institutions. By policy, these investments are kept within hmits designed to
prevent risks caused by concentration. Credit risk with respect to trade and other
receivables is limited because the Authority deals with a large number of
customers.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents are composed of the following at June 30, 2006 and
2005.

2006 2005
Cash deposits $§ 3346656 § 1,915,702
Repurchase agreements 943,095 938,877
Maryland Local Government Investment Pool 1,964,793 1,888,899
Total cash and cash equivalents $ 6,254,544 § 4,743,478

Investment Policy

The Authority’s primary objective for the management of its funds is the
protection of investment principal in the overall portfolio through the use of
diversification and third-party collateralization while maintaining sufficient
liquidity to meet all cash flow requirements. The secondary objective is to
maximize investment return consistent with risk limitations.
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REVENUE AUTHORITY OF

PRINCE GEORGE’S COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006 AND 2005

CASH AND CASH EQUIVALENTS (Continued)
Investment Policy (Continued)

The Authority is authorized to invest in U.S. Government Securities, U.S. Agency
Securities, repurchase agreements, certificates of deposit and time deposits and
Pooled Investments created under the Maryland Local Governmeni Investment
Pool (the MLGIP) and money market mutual funds as stipulated in the
Authority’s investment policy.

The Revenue Authority participates in the MLGIP. The MLGIP is an external
investment pool that is not subject to regulation by the SEC. However, the pool is
governed by Article 95 Section 22G of the Annotated Code of Maryland and
under the control of the State Treasurer, subject to oversight by the MLGIP
Advisory Committee. All securities in the MLGIP are valued daily on an
amortized cost basis, which approximates market value.

Credit Risk

Credit rnisk involves disclosing the credit quality of investments in debt securities
as described by nationally recognized rating agencies.

The Authority’s cash balances consist of demand and money market accounts.
These accounts are maintained at federally insured commercial banks. Fxcess
cash is invested in overnight repurchase agreements (Repos) with a commercial
bank. Repos are secured by U.S. Treasury or Agency securities. These
obligations are rated Aaa by Moody’s and AAA by Standard and Poor’s. The
collateral is held by the bank’s trust department in the Authority’s name. In
addition, the Authority has funds in the Maryland Local Government Investment
Pool (MLGIP), which are cash equivalents. Cash equivalents are reported at their
fair market value, which is equal to the carrying value at June 30, 2006 and 2005.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a
depository financial institution, the Authority will not by able to recover deposits
that are in the possession of an outside party. Custodial credit risk for
mvestments is the risk that securities are uninsured, unregistered, and held by the
counterparty, or by its trust department or agent, but not in the Authority’s name.
All funds deposited by the Authority are held by an independent 3™ party
financial institution (custodian) and are secured by collateral at 105% as required
by the Public Funds law of the State of Maryland. As of June 30, 2006 and 2005,
there were no deposits or investments exposed to custodial credit risk.
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PRINCE GEORGE’S COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006 AND 2005

CAPITAL ASSETS

Capital asset activity for the years ended June 30, 2006 and 2005 was as follows:

Balance July

Balance June

1, 2005 Addinions Deletions 30, 2006
Capital assets not being
depreciated:
Land $ 5307744 % - b $ 5,307,744
Capital assets being
depreciated/amortized:
Office building 5,181,165 5,181,165
Parking structures 11,529,650 - - 11,529,650
Parking equipment 396,290 11,466 (2,336) 405,420
Office equipment 250,929 - 250,929
Meters 97,708 - 97,708
Vehicle 73,752 12,482 86,234
Leasehold
improvements 1,478,501 1,478,501
Total capital assets 24,315,739 23,948 (2,336) 24,337,351
Less accumulated
depreciation/
amortization for:
Office building 437,933 74,017 511,950
Parking structures 5,728,790 384,579 - 6,113,369
Parking equipment 345,608 15,400 (2,336) 358,672
Office equipment 199,514 29,850 - 229 364
Meters 65,717 11,680 77,397
Vehicle 20,191 19,925 - 40,116
Leasehold
improvements 582,290 118,429 700,719
Total accumulated
depreciation and
amortization 7,380,043 653 880 (2,336) 8,031,587
Net capital assets $16,935,696 $ (629,932) § - $16,305,764
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NOTE 3:

REVENUE AUTHORITY OF
PRINCE GEORGE’S COUNTY

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2006 AND 2005

CAPITAL ASSETS (Continued)

Capital assets not being

depreciated:
Land

Capital assets being

depreciated/amortized:

Office building

Parking structures

Parking equipment

Office equipment

Meters

Vehicle

Leasehold
improvements

Total capital assets

Less accumulated
Depreciation/
amortization for:

Office building

Parking structures

Parking equipment

Office equipment

Meters

Vehicle

Leasehold
improvements

Total accumulated
depreciation and
amortization

Met capital assets

Balance June

Balance June

30, 2004 Additions Deletions 30, 2005
§ 5307,744 § - $ 5,307,744
5,181,165 5,181,165
11,529,650 = - 11,529,650
345,676 50614 - 396,290
207,146 43,783 - 250,929
97,708 - - 97,708
38,071 35,681 - 73,7152
1,701,640 51,755 (274,894) 1,478,501
24 408,800 181,833 (274,894) 24,315,739
363,916 74,017 437,933
5,344,196 384,594 5,728,790
338,954 6,654 345,608
170,728 28,786 - 199.514
54,037 11,680 - 65,717
3,966 16,225 - 20,191
464,368 118,597 (675) 582,290
6,740,165 640,553 (675) 7.380,043
$ 17,668,635 S (458,720) § (274,219) § 16,935,696

Depreciation and amortization expenses related to capital assets were $653,880
and $640,553 for the years ended June 30, 2006 and 2003, respectively.

17



REVENUE AUTHORITY OF

PRINCE GEORGE’S COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006 AND 2005

NOTE 4: NOTES PAYABLE

Notes payable consist of four loans for the purchase of four vehicles in the
original amount of $44,213, payable in monthly installments of $1,407, including
interest. In fiscal year 2006, the Authority purchased a vehicle in the original loan
amount of $12,482.

Following is a schedule of notes payable by maturity date:

Year ending June 30,

2007 $ 12,692
2008 10,240
2009 3,414
Total S 26346
Due within one year $ 12,692
Long-term portion 13,654

$ 26346

NOTE 5: CAPITAL LEASES

The Authority leases furniture, equipment and a vehicle under five separate
capital leases expiring by the year 2010. The assets and liabilities under the
capital leases are recorded at the lower of the present value of the minimum lease
payments or the fair value of the asset. The assets are amortized over the lower of
its related lease term or its estimated productive life.



