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MaherDuessel

Independent Auditor’s Report

Board of Directors We have audited the accompanying financial statements of The
The Parking Authority Parking Authority of the City of Lancaster (Authority), a component
of the City of Lancaster unit of the City of Lancaster, as of and for the years ended

December 31, 2020 and 2019, and the related notes to the
financial statements, which collectively comprise the Authority’s basic financial statements as
listed in the table of contents.

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 control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 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 auditor’s
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 control 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 control. 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.

Pursuing the profession while promoting the public good© Pittsburgh | Harrisburg | Butler
www.md-cpas.com State College | Erie | Lancaster



Board of Directors
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Authority as of December 31, 2020 and 2019, and the changes in its
financial position and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the amount of accrued interest and interest expense was overstated for
the year ended December 31, 2019 by $505,513 and has been corrected in the accompanying
financial statements. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages i to vii and the historical pension plan
information, as listed in the table of contents, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

atien Daessel

Harrisburg, Pennsylvania
May 27, 2021



The Parking Authority of the City of Lancaster

Management’s Discussion and Analysis
December 31, 2020 and 2019

Introduction

The Parking Authority of the City of Lancaster (the Authority) was incorporated on January 4, 1967
to serve the City of Lancaster, Pennsylvania’s (the City) parking needs. The Authority is incorporated
under the “Parking Authority Law” of 1947, State of Pennsylvania. The Authority may acquire,
construct, improve, and maintain parking projects; conduct research related to parking problems;
establish a permanent, coordinated system of parking facilities; borrow money; and issue bonds.

The governing body of the Authority is a five-member Board of Directors appointed by the Mayor of
the City for a term of five years. Each of the five appointments are staggered allowing for one new
or reappointed member each year. The Board proceedings are governed by the adopted by-laws of
the Authority. Twelve monthly board meetings are held per year. The board members are actively
involved in strategic planning and approval of major lease arrangements, new construction, major
maintenance, financial management (including budget review and approval), and marketing of the
Authority.

The Authority owns and operates six parking garages including the Penn Square Garage, East King
Street Garage, Duke Street Garage, Prince Street Garage, Water Street Garage and North Queen
Street Garage. The Authority owns and operates three surface lots on Cherry Street and Mifflin Street.
The Authority operates over 1000 metered parking spaces which reside both on city streets and at
an off-street lot at the Lancaster Public Library.

In March 2014, the Authority began managing the North Queen Street Garage under an agreement
with the Redevelopment Authority of the City of Lancaster. The Authority purchased the North Queen
Street Garage in June 2019 from the Redevelopment Authority through the issuance of a $3,000,000
unsecured note payable.

In January 2017, the Authority began managing most aspects of parking enforcement operations
under an agreement with the City. The term of the agreement is three years with no automatic renewal
option. The City reviewed the performance of the Authority and proposed an extension of the
agreement to December 31, 2022. The Authority approved, accepted, and agreed to the extension.

Financial Requirements

The Authority is a self-supporting municipal authority with financial responsibility to manage and
maintain its properties on behalf of the City and the Authority’s bondholders. To meet its obligations,
the Authority must perform productively and efficiently with a high standard of accountability. The City
guarantees the debt of the Authority and plays a significant role in the management of the Authority
through appointment of the Authority’s Board of Directors by the Mayor of the City.

The Authority issued bonds in 1969 to purchase the Watt & Shand Garage, currently known as the
Penn Square Garage. Bonds were issued in 1970 and 1971 to construct the Duke Street Garage
and the Prince Street Garage, respectively. In 1987, bonds were issued for the construction of the
Water Street Garage. The Authority issued new revenue bonds in October 2007 to retire the existing
debt and issue new bonds to construct the East King Street Garage.

In December 2016, the Authority advance refunded and defeased the 2007 Series A and Series B
Revenue Bonds with the issuance of 2016 Parking Revenue Bonds (Series of 2016 and Series of
2016A).



The Parking Authority of the City of Lancaster

Management’s Discussion and Analysis
December 31, 2020 and 2019

The Authority issued bonds in October 2019 to finance the construction of a new parking facility and
public library.

In December 2020, the Authority issued bonds to finance additional costs associated with
construction of the Christian Street Garage project and to refinance the Series of 2016 bonds to obtain
a more favorable interest rate to reduce interest expense.

The following discussion and analysis of the Authority’s activities and financial performance provides
an introduction and overview to the Authority’s basic financial statements for the fiscal years ended
December 31, 2020, 2019, and 2018. Please read it in conjunction with Authority’s financial
statements.

Financial Highlights

e The Authority’s net position increased by $98,167 for the year ended December 31, 2020.
This compares to a $8,342,398 and $2,362,156 increase in net position for the years
ended December 31, 2019 and 2018, respectively.

e The Authority’s operating revenues decreased by 26%, or $(2,436,155) to $6,757,749 for
the year ended December 31, 2020 compared to operating revenues of $9,193,904 and
$9,335,930 for the years ended December 31, 2019 and 2018, respectively. The 2020
decrease is attributable to a large decrease in garage revenue and smaller decreases in
enforcement revenue and meter revenue due to the significant decrease in parking usage
due to business shutdowns and other emergency measures taken due to the pandemic.
The 2019 decrease is attributable to decreases in enforcement revenue due to a reduction
in collection of citation revenue. The 2018 increase is attributable to increases in garage
revenue and parking enforcement revenues.

e The Authority's operating expenses decreased by 14% or $(940,043), to $5,098,716. This
compares to operating expenses of $6,848,759 and $6,578,932 for the years ended
December 31, 2019 and 2018, respectively. The 2020 decrease in operating expense is
the result of significant staff reductions and expense reductions due to decreased volume
of business resulting from business shutdowns during the pandemic. The 2019 increase
in operating expenses is a result of general inflation of costs of personnel and materials.
The 2018 increase in operating expense is due to increases in personnel costs,
depreciation expense and parking enforcement remittances to the City of Lancaster.
Operating expenses included depreciation expense, which is a noncash expense, of
$1,497,160, $1,402,729, and $1,267,395 for the years ending December 31, 2020, 2019,
and 2018, respectively.

Overview of the Financial Statements

The Authority’s basic financial statements include a statement of net position, statement of revenues,
expenses, and changes in net position, statement of cash flows, and notes to the financial statements.
This report also includes required supplementary information in addition to the basic financial
statements themselves.

The Authority’s financial statements are prepared on the accrual basis in accordance with accounting
principles generally accepted in the United States of America.



The Parking Authority of the City of Lancaster

Management’s Discussion and Analysis
December 31, 2020 and 2019

Statement of Net Position. The statement of net position presents the financial position of the
Authority. It presents information on the Authority's assets, deferred outflows and inflows of
resources, liabilities, and net position. Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the Authority is improving or
deteriorating.

Statement of Revenues, Expenses, and Changes in Net Position. The statement of revenues,
expenses, and changes in net position presents information showing how the Authority’s net
position changed during each fiscal year presented. All changes in net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Revenues are recognized when earned, not when they are received. Expenses are
recognized when incurred, not when they are paid. Thus, revenues and expenses are reported
in these statements for some items that will only result in cash flows in future fiscal periods (e.g.,
earned, but unused vacation leave).

Statement of Cash Flows. The statement of cash flows presents information on the effects of
changes in assets, deferred outflows and inflows of resources, and liabilities have on cash during
the course of the fiscal year.

Notes to Financial Statements. The notes provide additional information that is essential to a
full understanding of the data provided in the Authority’s financial statements.

Financial Analysis

Net Position. As noted earlier, net position may serve over time as a useful indicator of a
government’s financial position. In the case of the Authority, assets and deferred outflows of
resources were greater than liabilities and deferred inflows of resources by $13,472,484 as of
December 31, 2020, compared to $13,374,317 and $5,031,919 as of December 31, 2019 and
2018, respectively.



The Parking Authority of the City of Lancaster

Management’s Discussion and Analysis
December 31, 2020 and 2019

A condensed summary of the Authority’s statement of net position at December 31 is presented
below:

Condensed Statement of Net Position

2020 2019 2018

Current unrestricted assets $ 4,786,780 $ 4,417,831 $ 6,893,193
Current restricted assets 28,053,906 32,254,229 -
Capital assets, net 40,310,678 31,526,792 18,682,028
Prepaid bond insurance 374,365 201,880 18,112
Net pension asset - - 151,446
Total Assets 73,525,729 68,400,732 25,744,779
Total Deferred Outflows of Resources 1,048,693 1,173,727 1,183,348
Current unrestricted liabilities 4,261,175 3,093,289 2,016,649
City of Lancaster note payable 2,700,000 2,850,000 -
Bond payable 51,275,000 47,605,000 19,425,000
Unamortized bond premium (discount) 2,718,444 2,504,534 322,878
Net pension liability 94,828 94,828 -
Total Liabilities 61,049,447 56,147,651 21,764,527
Total Deferred Inflows of Resources 52,491 52,491 131,681
Net investment in capital assets 9,916,552 9,784,696 (901,741)
Unrestricted 3,555,932 3,589,621 5,933,660
Total Net Position $ 13472,484 $ 13,374,317 $ 5,031,919

The net investment in capital assets portion of the Authority’s net position, $9,916,552 reflects its
investment in capital assets, net of related debt, (e.g., land, garages, garage equipment, office
equipment, vehicles, and parking meters) as of December 31, 2020, compared to $9,784,696 and
$(901,741) as of December 31, 2019 and 2018, respectively. The Authority’s operating revenues are
derived primarily from user fees. The patrons are primarily employees of downtown businesses and
their customers who commute from the suburban areas to the City on a regular basis as well as fees
collected from special events held at the Lancaster County Convention Center and other large
venues. During the year ended December 31, 2020, the Authority invested in purchases of parking
equipment for garages and construction of the Christian Street Garage project. During the year ended
December 31, 2019, the Authority invested in the purchase of the North Queen Street Garage, land
for the proposed Christian Street Garage and structural improvements and repairs to the garages, as
well as the purchase of a new vehicle. During the year ended December 31, 2018, the Authority
invested in structural improvements and repairs to existing garages, as well as purchases of new
garage and office equipment.



The Parking Authority of the City of Lancaster

Management’s Discussion and Analysis
December 31, 2020 and 2019

Changes in net position. A condensed summary of the Authority’s statements of revenues,
expenses, and changes in net position for the years ended December 31 is presented below:

Statements of Revenues, Expenses, and Changes in Net Position

2020 2019 2018
Operating Revenues
Parking garages and lots $ 3,624,575 $ 5,161,425 $ 4,692,966
Parking meters 912,831 1,445,433 1,409,436
Parking violations and fines 2,220,343 2,567,046 2,828,722
Parking management - 20,000 404,806
Total Operating Revenues 6,757,749 9,193,904 9,335,930
Operating Expenses, Excluding Depreciation 4,411,556 5,446,030 5,311,537
Provision for Depreciation 1,497,160 1,402,729 1,267,395
Total Operating Expenses 5,908,716 6,848,759 6,578,932
Operating Income 849,030 2,344,674 2,756,998
Non-Operating Revenues (Expense)
Intra-entity transfers - 5,372,280 -
Contributions from CRIZ 596,407 1,489,897 -
Gain (loss) on sale of assets 18,305 - (5,023)
Investment income 285,830 223,952 67,197
Interest expense (1,775,561) (1,217,693) (707,321)
Miscellaneous income 124,153 128,817 250,305
Total Net Non-Operating Revenues
(Expenses) (750,866) 5,997,724 (394,842)
Increase (Decrease) in Net Position 98,167 8342,398 2,362,156
Net Position (Deficit), Beginning 13,374,317 5,031,919 2,669,763
Net Position (Deficit), Ending $ 13,472,484 $ 13,374,317 $ 5,031,919

The Authority’s major expenses are salaries, fringe benefits, facility maintenance, and interest
expense.



The Parking Authority of the City of Lancaster

Management’s Discussion and Analysis
December 31, 2020 and 2019

Capital Assets
Capital Acquisitions

The Authority’s investment in capital assets includes land, parking garages, administrative
building, gate/revenue control systems, parking meters, vehicles, and office equipment. Capital
acquisitions are recorded at cost. Acquisitions are funded by revenue generated by Authority
patrons as well as by bonds.

Capital acquisitions for the years ended December 31, 2020, 2019, and 2018 totaled
$10,372,862, $14,247,495, and $828,449, respectively. The Authority’s investments in capital
assets as of December 31, 2020, 2019, and 2018, net of accumulated depreciation was as
follows:

Capital Assets at December 31

2020 2019 2018
Construction in progress $ 13,631,806 $ 3,522,014 $ -
Land 5,811,820 5,743,454 3,695,871
Parking garages/lots and office building 45,268,026 45,268,026 36,660,383
Office furnishings and equipment 121,766 134,396 138,996
Equipment 3,861,682 3,784,130 3,783,828
Vehicles 247,224 294,174 271,074
68,942,324 58,746,194 44,550,152
Less accumulated depreciation 28,631,646 27,219,402 25,868,124
Net Capital Assets $ 40,310,678 $ 31,526,792 $ 18,682,028

Additional information on capital assets can be found in Note 4.
Debt Administration

As of December 31, 2020, the Authority had $52,780,000 of outstanding bonded debt compared
to $48,575,000 and $20,370,000 for the years ended December 31, 2019 and 2018, respectively.

In June 2019, the Authority purchased the North Queen Street Garage from the Redevelopment
Authority of the City of Lancaster through the issuance of a $3,000,000 unsecured note payable.
The Authority will make an annual payment of $150,000 over a 20-year period to satisfy the
unsecured note payable to the City.

More detailed information about the Authority’s long-term debt is presented in Notes 5, 6, and 10
to the financial statements.

vi



The Parking Authority of the City of Lancaster

Management’s Discussion and Analysis
December 31, 2020 and 2019

Economic Condition and Outlook

The Authority is well positioned for long-term success in supporting the ongoing economic
development of the City. The Authority responded to the 2020 pandemic by reducing operating
expenses and deferring major repairs to our facilities. Due to the Authority’s capital investment
into our current facilities through its major repair program over the past several years, current year
investments were able to be deferred without significant impact to the structural integrity of the
facilities.

The Authority expects demand for parking to rebound from the impact of the pandemic in 2020
and continue to be strong for on-street and off-street parking in future years. Anticipated growth
in demand for parking in the City above pre-pandemic levels is expected due to full utilization of
newly constructed and existing office space, re-opening of entertainment venues such as the
Fulton Opera House and the Lancaster County Convention Center, resumption of in-person
instruction at Millersville University and the Pennsylvania College of Art and Design, as well as a
return to the increased traffic from the busy restaurant and tourism industries in Lancaster City.
The Christian Street Garage and Lancaster Public Library construction project is underway and
expected to be completed by November 2021, providing additional parking for downtown
Lancaster. We look forward to return to robust revenue that will be reinvested in continued
improvements to our existing infrastructure in the next several years.

Contacting the Authority’s Financial Management

This financial report is designed to provide our customers, creditors, and funding agencies with a
general overview of the Authority’s finances and to show the Authority’s accountability for the
money it receives. If there are any questions about this report, or if additional financial information
is required, please contact the Deputy Executive Director, The Parking Authority of the City of
Lancaster at P.O. Box 866, Lancaster, PA 17608-0866.

Vii



THE PARKING AUTHORITY OF THE

CITY OF LANCASTER

STATEMENTS OF NET POSITION
DECEMBER 31, 2020 AND 2019

2020 2019
Assets (Restated)
Current assets:
Cash and cash equivalents S 3,773,066 S 2,927,803
Investments 212,797 450,184
Accounts receivable, net 620,714 827,117
Prepaid expenses 180,203 212,727
Total current assets 4,786,780 4,417,831
Restricted assets:
Investments 28,053,906 32,254,229
Capital assets:
Capital assets not being depreciated:
Construction in progress 13,631,806 3,522,014
Land 5,811,820 5,743,454
19,443,626 9,265,468
Capital assets being depreciated:
Parking garages, lots, rental complex, and
administrative building 45,268,026 45,268,026
Office furnishings and equipment 121,766 134,396
Equipment 3,861,682 3,784,130
Vehicles 247,224 294,174
49,498,698 49,480,726
Less accumulated depreciation (28,631,646) (27,219,402)
20,867,052 22,261,324
Capital assets, net 40,310,678 31,526,792
Prepaid bond insurance 374,365 201,880
Total Assets 73,525,729 68,400,732
Deferred Outflows of Resources
Deferred charge on debt refunding, net of
accumulated amortization 852,235 977,269
Deferred outflows of resources - pension 196,458 196,458
Total Deferred Outflows of Resources 1,048,693 1,173,727

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



Liabilities

Current liabilities:
Accounts payable
Retainage payable
Due to the City of Lancaster
Accrued salaries
Revenue received in advance
Accrued interest
Current portion of note payable to City of Lancaster
Current portion of revenue bonds payable

Total current liabilities

Non-current liabilities:
Note payable to City of Lancaster,
net of current maturities
Revenue bonds payable, net of current maturities
Net pension liability
Unamortized bond premium

Total non-current liabilities
Total Liabilities

Deferred Inflows of Resources

Deferred inflows of resources - pension

Net Position

Net investment in capital assets
Unrestricted

Total Net Position

2020 2019
(Restated)

453,320 779,577
965,231 218,482
606,273 467,036
68,558 59,972
117,250 140,930
395,543 307,292
150,000 150,000
1,505,000 970,000
4,261,175 3,093,289
2,700,000 2,850,000
51,275,000 47,605,000
94,828 94,828
2,718,444 2,504,534
56,788,272 53,054,362
61,049,447 56,147,651
52,491 52,491
9,916,552 9,784,696
3,555,932 3,589,621
S 13,472,484 $ 13,374,317




THE PARKING AUTHORITY OF THE

CITY OF LANCASTER

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
YEARS ENDED DECEMBER 31, 2020 AND 2019

Operating Revenues:

Parking garages and lots
Parking meters

Parking violations and fines
Parking management

Total operating revenues

Operating Expenses:

Operating expenses, excluding depreciation

Operating income before depreciation

Provision for depreciation
Operating Income

Nonoperating Revenues (Expenses):

Intra-entity transfers
Contributions from CRIZ
Gain on disposal of assets
Investment income
Interest expense
Miscellaneous income

Total nonoperating revenues (expenses)
Change in Net Position

Net Position:

Beginning of year
End of year

2020 2019
(Restated)
S 3,624,575 S 5,161,425
912,831 1,445,433
2,220,343 2,567,046
- 20,000
6,757,749 9,193,904
(4,411,556) (5,446,501)
2,346,193 3,747,403
(1,497,160) (1,402,729)
849,033 2,344,674
- 5,372,280
596,407 1,489,897
18,305 -
285,830 223,952
(1,775,561) (1,217,693)
124,153 129,288
(750,866) 5,997,724
98,167 8,342,398
13,374,317 5,031,919
S 13,472,484 S 13,374,317

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



THE PARKING AUTHORITY OF THE

CITY OF LANCASTER
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2020 AND 2019

Cash Flows from Operating Activities:

Cash received from customers S
Cash payments to suppliers for goods and services
Cash payments to employees for services

Net cash provided by operating activities

Cash Flows from Capital and Related Financing Activities:

Capital asset purchases

Interest paid on debt

Contribution from CRIZ

Proceeds from issuance of debt

Cash paid for debt issuance cost

Cash paid for City of Lancaster loan payable
Payments for bond insurance

Payments to redeem debt

Net cash provided by (used in) capital and
related financing activities

Cash Flows from Investing Activities:

Sale of investments
Purchases of investments
Interest received on investments

Net cash provided by (used in) investing activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents:

Beginning of year

End of year S

2020 2019
(Restated)

7,064,625 S 8,996,336
(2,673,722) (3,704,512)
(1,569,123) (2,020,252)
2,821,780 3,271,572
(9,854,367) (4,981,153)
(1,554,517) (620,180)
596,407 1,205,400
19,224,014 31,443,878
(237,863) (150,251)
(150,000) -
(187,219) (189,162)
(14,725,000) (945,000)
(6,888,545) 25,763,532
15,134,306 10,420,476
(10,539,379) (39,156,010)
317,101 170,997
4,912,028 (28,564,537)
845,263 470,567
2,927,803 2,457,236
3,773,066 S 2,927,803

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

4



2020 2019

(Restated)
Reconciliation of Operating Income to Net
Cash Provided by Operating Activities:

Operating income S 849,033 S 2,344,674
Adjustments to reconcile operating income to
net cash provided by operating activities:

Depreciation 1,497,160 1,402,729
Miscellaneous income 124,153 129,288
Amortization of deferred outflows and inflows of
resources - pension - 28,888
(Increase) decrease in assets and deferred outflows of
resources:
Accounts receivable 206,403 (323,153)
Prepaid expenses 32,524 (79,374)
Net pension asset - 151,446
Deferred outflows of resources - pension - (151,107)
Increase (decrease) in liabilities and deferred inflows of
resources:
Accounts payable and other accrued expenses (3,050) (16,838)
Due to City of Lancaster 139,237 (227,387)
Net pension liability - 94,828
Revenue received in advance (23,680) (3,232)
Deferred inflows of resources - pension - (79,190)
Net cash provided by operating activities S 2,821,780 S 3,271,572
Noncash Capital Financing and Related Financing Activities:
Intra-entity acquisition of capital assets S - S 8,372,280
Intra-entity note payable for capital asset acquisition S - S (3,000,000)

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



THE PARKING AUTHORITY OF THE
CITY OF LANCASTER

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2020 AND 2019

1. Nature of Activity

The Parking Authority of the City of Lancaster (Authority) was incorporated January 4, 1967,
by an ordinance of the City of Lancaster (City), under the Commonwealth of Pennsylvania
Parking Authority Law. The governing body of the Authority is a board consisting of five
members, all of whom are appointed by the Mayor for a term of five years. The Authority
owns various parking garages throughout the City and has issued revenue bonds to acquire
or construct the parking facilities. Each of the bond issues is secured by a trust indenture.

As noted in Note 9, the Authority began enforcement of all on-street and off-street parking
regulations of the City during the year ended December 31, 2017.
2. Summary of Significant Accounting Policies

Reporting Entity

The criteria used by the Authority to evaluate the possible inclusion of related entities within
its reporting entity are financial accountability and the nature and significance of the
relationship. There were no additional entities required to be included in the reporting entity
under these criteria for the periods covered by the financial statements.

Component Unit

A component unit is a legally separate entity that satisfies at least one of the following
criteria: 1) elected officials of a primary government are financially accountable for the entity,
or 2) the nature and significance of the relationship between the entity and primary
government are such that to exclude the entity from the financial reporting entity would
render the financial statements misleading or incomplete. The Authority is a component unit
of the City.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting in accordance with accounting principles generally accepted
in the United States of America, as prescribed by the Governmental Accounting Standards




THE PARKING AUTHORITY OF THE
CITY OF LANCASTER

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2020 AND 2019

Board (GASB). Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of timing of related cash flows.

Operating revenues and expenses are distinguished from nonoperating items in the
statement of revenues, expenses, and changes in net position. Operating revenues and
expenses generally result from providing services in connection with the Authority’s principal
ongoing operations. The principal operating revenues of the Authority are charges to
customers for parking services and violations and fines for parking enforcement. Operating
expenses include the cost of providing parking services, parking enforcement, administrative
expenses, and depreciation on capital assets. All revenue and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Authority considers all short-term
investments with a maturity of one month or less to be cash and cash equivalents.

Investments

Investments are carried at fair value. The Authority categorizes its fair value measurements
within the fair value hierarchy established by accounting principles generally accepted in the
United States of America. The hierarchy is based on the valuation inputs used to measure the
fair value of the asset. Level 1 inputs are quoted prices in active markets for identical assets.
Level 2 inputs are significant other observable inputs. Level 3 inputs are significant
unobservable inputs.

The Board of Directors is permitted to invest the Authority’s funds as defined in the
Pennsylvania Parking Authorities Law. Authorized types of investments include U.S. Treasury
bills, other short-term U.S. government obligations, short-term commercial paper issued by
a public corporation, banker’s acceptances, insured or collateralized time deposits, and
certificates of deposit. Investment income is recognized when earned.

Accounts Receivable

Accounts receivable are stated at outstanding balances. With the exception of accrued
parking enforcement revenue, which is adjusted for estimated uncollectible amounts, the
Authority considers accounts receivable to be fully collectible. If collection becomes doubtful,
an allowance for doubtful accounts will be established, or accounts will be charged to income
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when that determination is made by management. Unpaid balances remaining after the
stated payment terms are considered past due. Recoveries of previously charged-off
accounts are recorded when received. As of December 31, 2020 and 2019, the Authority’s
allowance for uncollectible accrued parking enforcement revenue was $1,069,935 and
$472,338 respectively.

Restricted Assets

The terms of the bond indentures require that certain assets be restricted in favor of the
bondholders and for capital projects. Restricted assets represent monies held or receivable
by the independent trustee.

Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid expenses. Prepaid debt issuance costs are being amortized using the
effective interest rate method over the terms of the bonds.

Capital Assets

Capital assets are carried in the basis of cost. Donated capital assets are recorded at
acquisition value at the date of donation. Except for assets acquired through an intra-entity
transaction, acquisition value is the price that the Authority would have paid to acquire an
asset with equivalent service potential in an orderly market transaction at the acquisition
date. Capital assets are defined by the Authority as assets with a useful life in excess of one
year and an initial individual cost of more than $5,000. Expenditures for maintenance and
repairs are charged against income, whereas major additions and betterments are
capitalized. Depreciation is computed on the straight-line method. Estimated useful lives
assigned to the various assets are as follows:

Parking garages, lots, rental complex, and administrative building 10 to 40 years
Office furnishings and equipment 5to 10 years
Equipment 7 to 10 years
Vehicles 5 years

Provisions for depreciation amounted to $1,497,160 and $1,402,729 for the years ended
December 31, 2020 and 2019, respectively.
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Revenue Received in Advance

Parking fees, contract parking income, and lease rental revenues are recognized in the period
for which such revenues pertain. Any amounts collected in advance of such periods are
reflected in the statements of net position as revenue received in advance.

Deferred Outflows and Inflows of Resources for Pension

In conjunction with pension accounting requirements, the effect of the differences in the
Authority’s expected and actual experience, changes in assumptions, difference between
projected and actual earnings on pension plan investments, and Authority contributions
subsequent to the measurement date are recorded as deferred outflows and inflows of
resources related to pension on the statements of net position. These amounts are determined
based on the most recently available actuarial valuation performed for the pension plan.

Net Position
Net position is classified between two categories as follows:

Net investment in capital assets consists of capital assets, net of accumulated
depreciation, reduced by outstanding debt associated with capital assets. Deferred
outflows of resources that are attributable to the acquisition, construction, or
improvement of those assets or related debt are also included in this component of net
position. Debt related to unspent proceeds or other restricted investments are excluded
from the determination.

Unrestricted net position consists of amounts that are not restricted for any project or
other purpose and are available for Authority operations.

When restricted and unrestricted resources are available for its use, it is the Authority’s policy
to use restricted resources first, then unrestricted resources as they are needed.

Restatement

For the year ended December 31, 2019, the amount of accrued interest and interest expense
was overstated by $505,513 due to a miscalculation of the accrued interest on newly issued
debt during the year ended December 31, 2019. Management has restated the correct
amount of accrued interest and interest expense for the year ended December 31, 2019.
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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 the reported amounts and disclosures. Actual results could differ from
those estimates, particularly given the significant social and economic disruptions and
uncertainties associated with the ongoing COVID-19 pandemic and the COVID-19 control
responses, and such differences may be material.

Risk Management

The Authority is exposed to various risks of loss related to torts: theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
Significant losses are covered by commercial insurance. There were no significant reductions in
insurance coverages in 2020. Settlement amounts have not exceeded insurance coverage for
the current year or the two prior years.

Pending Change in Accounting Principles

In June of 2017, the GASB issued Statement No. 87, “Leases.” This Statement improves the
accounting and financial reporting for leases. The provisions of GASB Statement No. 87 are
effective for the Authority’s December 31, 2022 financial statements.

The effect of implementation of this Statement has not yet been determined.
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3. Deposits and Investments

Deposits

The Authority’s available cash is invested in demand deposit accounts and petty cash. The
carrying amounts of the cash deposits at December 31 consist of the following:

2020 2019
Cash deposits:
Cash and cash equivalents S 3,753,402 S 2,902,589
Petty cash 19,664 25,214

$ 3,773,066 S 2,927,803

Custodial credit risk - Custodial credit risk is the risk that in the event of a bank failure, the
government's deposits may not be returned to it. The Authority has custodial credit risk on
cash deposits. The Authority has a deposit policy for custodial credit risk that requires
depository institutions to pledge securities as collateral for deposits that exceed depository
insurance.

As of December 31, 2020 and 2019, the Authority’s cash deposits were $3,773,066 and
$2,927,803, respectively. The bank balances as of December 31, 2020 and 2019 were
$3,859,076 and $3,023,745, respectively. At December 31, 2020 and 2019, $250,000 was
covered by federal depository insurance and $3,609,076 and $2,773,745, respectively, was
collateralized under Act No. 72 (Act) of the 1971 Session of the Pennsylvania General
Assembly, in which financial institutions were granted the authority to secure deposits of
public bodies by pledging a pool of assets, as defined in the Act, to cover all public funds
deposited in excess of federal depository insurance limits.

In July 2017, the Board approved a Board Restricted Cash Reserve Policy (Policy) as a reserve
fund to be designated for uses approved by the Board. The Policy sets a target reserve
amount of $3,000,000, with the initial $500,000 funded by accumulated liquid net assets as
the beginning balance, and the remaining $2,500,000 to be funded over the next five years
in increments of $500,000 per year through funding strategies incorporated into the
Authority’s annual operating budget.

11
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Investments

The Authority is authorized by statutes to invest its funds in certain governmental obligations
as described in Note 2. The Authority’s investment policy is consistent with these limitations.

The Authority’s investments in money market funds are considered Level 1 based on quoted
market prices. The Authority’s investments in negotiable certificates of deposits and
government agency funds are considered level 2 investments. As of December 31, 2020 and
2019, the Authority had the following investments:

Investments Fair Value
December 31, 2020
Unrestricted:
Money market funds S 212,797
Restricted:
Money market funds $ 21,299,095
Negotiable certificates of deposits 6,454,811
Government agency fixed income 300,000
Total restricted investments $ 28,053,906
December 31, 2019
Unrestricted:
Money market funds S 450,184
Restricted:
Money market funds $ 25,785,326
Negotiable certificates of deposits 1,470,203
Government agency fixed income 4,998,700
Total restricted investments S 32,254,229

Custodial credit risk - Custodial credit risk is the risk that the counterparty to an investment
transaction will fail and the government will not recover the value of the investment or
collateral securities that are in possession of an outside party. The Authority does not have a
formal policy that would limit its investment choices with regard to custodial credit risk. At
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December 31, 2020, all investments of the Authority are held by the financial institution’s trust
department or agency, in the Authority’s name.

Concentration of credit risk - The Authority places no limits on the amount the Authority may
invest in any one issuer.

Credit risk - The Authority does not have a formal policy that would limit its investment
choices with regard to credit risk. As of December 31, 2020, the Authority’s investments in
the money market funds were rated AAA, the government agency fixed income fund was
rated AA+, and the negotiable certificates of deposit were not rated.

Interest rate risk - As a means of managing its exposure to fair value losses arising from
changes in interest rates, the Authority’s investment policy permits investments with a
maturity date in excess of 18 months, provided market conditions and projected use of funds
warrant a longer term. At December 31, 2020, the Authority’s investments had average
maturities of less than one year.

13
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4. Capital Assets

Capital asset activity for the years ended December 31 is as follows:

Balance Balance
January 1, December 31,
2020 Additions Deletions 2020
Capital assets not being depreciated:
Construction in process S 3,522,014 $10,178,158 § 68,366 S 13,631,806
Land 5,743,454 68,366 - 5,811,820
Total capital assets
not being depreciated 9,265,468 10,246,524 68,366 19,443,626
Capital assets being depreciated:
Parking garages, lots, and rental complex 45,268,026 - - 45,268,026
Office furnishings and equipment 134,396 - 12,630 121,766
Equipment 3,784,129 108,338 30,785 3,861,682
Vehicles 294,174 - 46,950 247,224
Total capital assets
being depreciated 49,480,725 108,338 90,365 49,498,698
Less accumulated depreciation for:
Parking garages, lots, and rental complex 23,688,202 1,171,246 - 24,859,448
Office furnishings and equipment 81,660 12,923 12,630 81,953
Equipment 3,262,321 269,806 30,785 3,501,342
Vehicles 187,219 43,185 41,501 188,903
Total accumulated depreciation 27,219,402 1,497,160 84,916 28,631,646
Total capital assets being
depreciated, net 22,261,323 (1,388,823) 5,447 20,867,052
$ 31,526,791 S 8,857,701 S 73,813 S 40,310,678
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Balance Balance
January 1, December 31,
2019 Additions Deletions 2019
Capital assets not being depreciated:
Construction in process S - S 3,522,014 S - S 3,522,014
Land 3,695,871 2,047,583 - 5,743,454
Total capital assets
not being depreciated 3,695,871 5,569,597 - 9,265,468
Capital assets being depreciated:
Parking garages, lots, and rental complex 36,660,383 8,608,568 925 45,268,026
Office furnishings and equipment 138,996 - 4,600 134,396
Equipment 3,783,828 46,230 45,928 3,784,130
Vehicles 271,074 23,100 - 294,174
Total capital assets
being depreciated 40,854,281 8,677,898 51,453 49,480,726
Less accumulated depreciation for:
Parking garages, lots, and rental complex 22,678,879 1,010,248 925 23,688,202
Office furnishings and equipment 72,172 14,088 4,600 81,660
Equipment 2,972,123 336,126 45,928 3,262,321
Vehicles 144,950 42,269 - 187,219
Total accumulated depreciation 25,868,124 1,402,731 51,453 27,219,402
Total capital assets being
depreciated, net 14,986,157 7,275,167 - 22,261,324
S 18,682,028 S 12,844,764 S - $31,526,792

15



THE PARKING AUTHORITY OF THE
CITY OF LANCASTER

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2020 AND 2019

5. Unamortized Bond Premiums and Deferred Charge on Refunding

The bond premiums of the various issues of the Parking Revenue Bonds are being amortized
using the effective interest method over the terms of the bonds. The deferred charge on
refunding is being amortized using the effective interest rate method over the remaining lives
of the new bond issues. Amortized interest expense totaled ($105,070) and $19,618 during
the years ended December 31, 2020 and 2019, respectively.

The net bond premiums and deferred charge on refunding are as follows:

Series Series A Series A Series A Series B
of 2016 of 2016 of 2019 of 2020 of 2020 Total
Balance at December 31, 2018 S 771,042 S§ 15,189 S - S - S - S 786,231
Issuance of Debt:
Bond Premium - (2,293,878) - - (2,293,878)
2019 interest expense (56,062) (3,669) 40,113 - - (19,618)
Balance at December 31, 2019 714,980 11,520 (2,253,765) - - (1,527,265)
Issuance of Debt:
Debt refunding (658,918) - - 658,918 - -
Bond premium(discount) - (581,104) 137,090 (444,014)
2020 interest expense (56,062) (2,834) 159,126 5,031 (191) 105,070
Balance at December 31, 2020 S - S 868 S§ (2,094,639) §$ 82,845 S 136,899 S (1,866,209)

The bond premium (discount) is presented as an addition (reduction) of the outstanding debt
in accordance with accounting principles generally accepted in the United States of America.
The deferred charge on refunding is shown as a deferred outflow of resources.

. Long-Term Debt

The Parking Revenue Bonds of 1992, Parking Revenue Bonds of 1993, and 2003 Note were
secured by a trust indenture dated December 31, 1985, and supplemental trust indentures
dated January 15, 1992, December 14, 1993, and January 1, 1996, respectively, all issued by
the Authority to the Trustee. The bonds were payable out of revenue derived principally from
the operation of the parking facilities. The City has guaranteed (under the terms of a lease
agreement dated December 31, 1985, as amended by supplemental issues dated January 15,
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1992, December 14, 1993, and January 1, 1996) debt service payments to the Trustee. In
accordance with the Guaranty Agreement, the City is required to make principal and interest
payments on the bonds if the Authority fails to generate sufficient revenues to pay debt
service. In accordance with the Reimbursement Agreement, if such payments are made by
the City, the Authority is required to reimburse the City from any monies available for that
purpose under the Trust Indenture.

On September 15, 2007, the 1992 and 1993 Series Bonds were defeased and the 2003 Note
was paid in full with issuance of 2007 Series A and B Parking Revenue Bonds. The 2007 bonds
were secured by a trust indenture dated September 15, 2007. Debt service payments were
guaranteed by the City with a guaranty agreement dated September 15, 2007. The bonds
were payable out of revenue derived principally from the operation of the parking facilities.

On December 15, 2016, the 2007 Series A Bonds were advance refunded and defeased with
the issuance of Series of 2016 Parking Revenue Bonds (Series of 2016 Bonds). The Series of
2016 Bonds are secured by a trust indenture dated February 11, 2016. Debt service payments
are guaranteed by the City with a guaranty agreement dated February 11, 2016. In
accordance with the Guaranty Agreement, the City is required to make principal and interest
payments on the bonds if the Authority fails to generate sufficient revenues to pay debt
service. In accordance with the Reimbursement Agreement, if such payments are made by
the City, the Authority is required to reimburse the City from any monies available for that
purpose under the Trust Indenture. The Series of 2016 Bonds are payable out of revenue
derived principally from the operation of the parking facilities. Interest rates on the Series of
2016 Bonds are at a fixed rate of 2.85% through December 1, 2026. Thereafter, the Series of
2016 Bonds will bear interest at a variable rate equal to 85% of the prime rate until maturity
on December 1, 2035, provided that such variable rate shall not exceed 3.95%. The Series of
2016 Bonds were currently refunded through the issuance of Guaranteed Parking Revenue
Bonds, Series A of 2020 (Series A of 2020 Bonds) and no amount was outstanding as of
December 31, 2020.

On December 15, 2016, the 2007 Series B Bonds were advance refunded and defeased with
the issuance of Series A of 2016 Parking Revenue Bonds (Series A of 2016 Bonds). The Series
A of 2016 Bonds are secured by a trust indenture dated December 15, 2016. Debt service
payments are guaranteed by the City with a guaranty agreement dated December 15, 2016.
In accordance with the Guaranty Agreement, the City is required to make principal and
interest payments on the bonds if the Authority fails to generate sufficient revenues to pay
debt service. In accordance with the Reimbursement Agreement, if such payments are made
by the City, the Authority is required to reimburse the City from any monies available for that
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purpose under the Trust Indenture. The Series A of 2016 Bonds are payable out of revenue
derived principally from the operation of the parking facilities. Interest rates on the Series A
of 2016 Bonds range from 1.10% to 5.00% through the maturity date of December 1, 2025.

On October 1, 2019, the Authority Issued Series A and B of Guaranteed Parking Revenue
Bonds (Series A and B of 2019 Bonds). The issuance of the Series A and B of 2019 Bonds were
made to finance the design, planning, acquisition, and construction of an approximately 300
vehicle parking facility and public library. The Series A and B of 2019 Bonds are secured by a
trust indenture dated October 1, 2019. Debt service payments are guaranteed by the City
with a guaranty agreement dated October 1, 2019. In accordance with the Guaranty
Agreement, the City is required to make principal and interest payments on the bonds if the
Authority fails to generate sufficient revenues to pay debt service. In accordance with the
Reimbursement Agreement, if such payments are made by the City, the Authority is required
to reimburse the City from any monies available for that purpose under the Trust Indenture.
The Series A and B of 2019 Bonds are payable out of revenue derived principally from the
operation of the parking facilities. Interest rates on the Series A and B of 2019 Bonds range
from 2.10% to 4.00% through the maturity date of September 1, 2044.

On December 1, 2020, the Series of 2016 Bonds were currently refunded and redeemed with
the issuance of Series A of 2020 Bonds. The Series A of 2020 Bonds are secured by a trust
indenture dated December 1, 2020. Debt service payments are guaranteed by the City with
a guaranty agreement dated December 1, 2020. In accordance with the Guaranty
Agreement, the City is required to make principal and interest payments on the bonds if the
Authority fails to generate sufficient revenues to pay debt service. In accordance with the
Reimbursement Agreement, if such payments are made by the City, the Authority is required
to reimburse the City from any monies available for that purpose under the Trust Indenture.
Interest rates on the Series A of 2020 Bonds range from 2.00% to 3.00% through the maturity
date of December 1, 2035. The current refunding of the Series 2016 Bonds decreased the
Authority’s total debt service by $884,611 and resulted in a net economic gain (difference
between present values of the old and new debt service payments) of $764,200.

On December 1, 2020, the Authority Issued Guaranteed Parking Revenue Bonds, Series B of
2020 (Series B of 2020 Bonds). The issuance of the Series B of 2020 Bonds were made to fund
additional costs related to the Christian Street Garage construction project. The Series B of
2020 Bonds are secured by a trust indenture dated December 1, 2020. Debt service payments
are guaranteed by the City with a guaranty agreement dated December 1, 2020. In
accordance with the Guaranty Agreement, the City is required to make principal and interest
payments on the bonds if the Authority fails to generate sufficient revenues to pay debt
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service. In accordance with the Reimbursement Agreement, if such payments are made by
the City, the Authority is required to reimburse the City from any monies available for that
purpose under the Trust Indenture. Interest rates on the Series B of 2020 Bonds range from

2.00% to 2.55% through the maturity date of December 1, 2044.

In the event of default by the Authority and the City, the Trustee may take and maintain
possession of all or any part of the Parking Facilities, and may hold, manage, and operate such
Parking Facilities and collect the amounts payable by reason of such operation.

es of 2016 Parking
avenue Bonds

es A of 2016 Parking
avenue Bonds

es A of 2019 Parking
avenue Bonds

es B of 2019 Parking
avenue Bonds

es A of 2020 Parking
avenue Bonds

es B of 2020 Parking
avenue Bonds

Balance Balance Amounts
January 1, December 31, Due Within
2020 Additions Repayments 2020 One Year
S 13,605,000 S - § 13,605,000 S - S -
5,820,000 - 970,000 4,850,000 995,000
27,825,000 - - 27,825,000 -
1,325,000 - - 1,325,000 485,000
- 13,520,000 - 13,520,000 25,000
5,260,000 - 5,260,000 -
S 48,575,000 $ 18,780,000 S 14,575,000 S 52,780,000 S 1,505,000
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Series of 2016 Parking
Revenue Bonds

Series A of 2016 Parking
Revenue Bonds

Series A of 2019 Parking
Revenue Bonds

Series B of 2019 Parking
Revenue Bonds

Balance Balance Amounts
January 1, December 31, Due Within
2019 Additions Repayments 2019 One Year
S 13,605,000 S - S - § 13,605,000 S -
6,765,000 - 945,000 5,820,000 970,000
- 27,825,000 - 27,825,000 -
- 1,325,000 - 1,325,000 -
S 20,370,000 S 29,150,000 S 945,000 S 48,575,000 S 970,000

Future maturities are as follows:

Principal Interest Total

2020 S 1,505,000 S 1,688,077 S 3,193,077
2021 1,690,000 1,650,517 3,340,517
2022 2,070,000 1,597,792 3,667,792
2023 2,150,000 1,519,673 3,669,673
2024 2,245,000 1,425,223 3,670,223
2025-2029 12,810,000 5,817,113 18,627,113
2030-2034 13,805,000 3,631,458 17,436,458
2035-2039 6,315,000 1,983,728 8,298,728
2040-2044 10,190,000 608,180 10,798,180

S 52,780,000 $ 19,921,759 S 72,701,759

Interest Expense

Interest expense on the bonds, excluding amortization of deferred charge on debt refunding,
premiums (discounts), and prepaid insurance, totaled $1,631,541 and $888,023 for the years
ended December 31, 2020 and 2019, respectively. In addition, there was a total of $249,090
and $310,052 included in interest expense related to debt issuance costs for the year ended
December 31, 2020 and 2019.
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7. Pension Plan

Plan Description

The Authority’s defined benefit pension plan, The Parking Authority of the City of Lancaster
Employee Pension Plan, provides retirement, disability, and death benefits to all full-time
plan members and their beneficiaries. The plan is a single-employer defined benefit pension
plan. The pension plan is affiliated with the Pennsylvania Municipal Retirement System
(PMRS), an agent multiple-employer pension plan administered by an independent state
agency created by the Pennsylvania General Assembly in 1974 to administer local
government pension plans. The PMRS issues a publicly available financial report that includes
financial statements and required supplementary information for the PERS. The report may be
obtained by writing to Pennsylvania Municipal Retirement System, P.O. Box 1165, Harrisburg,
Pennsylvania 17108-1165, or via PMRS’s website.

Benefits Provided

Act 205 of 1984, the Municipal Pension Plan Funding Standard and Recovery Act, grants the
authority to establish and amend the benefit terms to the Authority’s Board of Directors.

Normal Benefit — Normal retirement age is 62 and the annual benefit is determined by
multiplying years of credited service times final average salary times .015, whereby final
average salary is the average annual compensation during the highest five consecutive years
prior to the effective date of retirement. A member is fully vested after ten years of credited
service.

Early Retirement Benefit — Early retirement is available for those who have at least ten years
of service and have attained the age of 55. The benefit will be actuarially reduced for each
year and month prior to normal retirement age that early retirement takes place.

Survivor Benefit — If a member is eligible to retire at the time of death, their beneficiary
receives the present value of the accrued benefit.

Disability Benefit— In the instance of a service or non-service related disability, a 30% disability
benefit is provided, offset by applicable worker’s compensation benefits, to a member who
has ten years of service and who is unable to perform gainful employment.
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Cost-of-Living Adjustments — The Authority has the option to award post-retirement
adjustments based on investment performance.

Plan Membership

Membership of the Plan consisted of the following at the most recent actuarial valuation date
of January 1, 2019:

Active employees 32
Inactive employees and beneficiaries currently receiving benefits 12
Inactive employees entitled to but not yet receiving benefits 0

Total 44

Contributions

Active members are required to contribute 3.50% of their total compensation. Effective
February 1, 2016, active members may also contribute up to an additional 16.5% to fund an
optional member annuity. The Authority is required to contribute at an actuarially
determined rate, as in accordance with Act 205.

During the year ended December 31, 2020, the Authority made a contribution of $75,437 and
the MMO was $75,417. During the year ended December 31, 2019, the Authority made a
contribution of $64,525. The MMO for the year ended December 31, 2019 was $64,365. The
2019 contribution is reported as deferred outflows of resources at December 31, 2019.

Changes in the Net Pension Liability (Asset)

Pension information and amounts included in the Authority’s Statement of Net Position,
footnote disclosures, and Required Supplementary Information are based upon the most
currently available information from PMRS. The effects of any differences are not deemed
to be material to the Authority’s financial statements.
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The changes in the net pension liability (asset) of the Authority for the years ended December
31, 2020 and 2019 were as follows:

Increases (Decreases)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability (Asset)
Balances at December 31, 2018 (based on S 1,466,554 S 1,618,000 S (151,446)
the measurement date of December 31, 2017)
Changes for the year:
Service cost 156,403 - 156,403
Interest 81,652 - 81,652
Differences between expected
and actual experience (62,989) - (62,989)
Contributions - employer - 31,163 (31,163)
Contributions - employee - 81,810 (81,810)
Net investment income (loss) - (179,827) 179,827
Benefit payments, including refunds (102,194) (102,194) -
Administrative expense - (4,354) 4,354
Net changes 72,872 (173,402) 246,274

Balances at December 31, 2019 (based on
the measurement date of December 31, 2018) S 1,539,426 S 1,444,598 S 94,828

Plan fiduciary net position as a percentage
of the total pension liability 93.84%
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Actuarial Assumptions - The total pension liability was determined by an actuarial valuation
performed on January 1, 2019, with liabilities rolled forward to December 31, 2018, using the
following actuarial assumptions, applied to all periods in the measurement:

Actuarial assumptions:
Investment rate of return 5.25%
Projected salary increases 2.8% - 7.05%*
* includes inflation rate of 2.8%

Post-retirement cost-of-living 2.8%, subject to plan
adjustments limitations

Actuarial assumptions based on PMRS Experience Study for the period January 1,
2009 to December 31, 2013

Pre-retirement mortality:
Males: RP 2000 Male Non-Annuitant table projected 15 years with Scale AA
Females: RP 2000 Female Non-Annuitant table projected 15 years with
Scale AA and then set back 5 years

Post-retirement mortality:
Males: RP 2000 Male Annuitant table projected 5 years with Scale AA
Females: RP 2000 Female Annuitant table projected 10 years with Scale AA

Long-Term Expected Rate of Return — The PMRS System’s (System) long-term expected rate
of return on plan investments was determined using a building-block method in which best-
estimates of expected future real rates of return are developed for each major asset class,
for the portfolio as a whole, and at different levels of probability or confidence. There are
four steps to the method used by the System and an in-depth description of the process,
including the anticipated rate of return by asset class, can be found at www.pmrs.state.pa.us.
Based on the four-part analysis, the PMRS Board established the System’s long-term expected
rate of return at 7.0%. The rationale for the difference between the System’s long-term
expected rate of return and the discount rate can be found at www.pmrs.state.pa.us.

Discount Rate — The discount rate adopted by the PMRS Board and used to measure the
individual participating municipalities’ total pension liability as of December 31, 2018 was
5.25%. The projection of cash flows for each underlying municipal plan, used to determine if
any adjustment to the discount rate was required, used the following assumptions: 1)
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member contributions will be made at the current contribution rate, 2) participating plan
sponsor contributions will be made at rates equal to the difference between actuarially
determined contribution rates and the member rate, and 3) the System’s long-term expected
rate of return will be used in the depletion testing of the projected cash flows. Based on those
assumptions, the PMRS pension plan’s fiduciary net position was projected to be available to
make all projected future benefit payments of current plan members.

Sensitivity of the Net Pension Asset to Changes in the Discount Rate — The following presents
the net pension asset of the Plan calculated using the discount rates described above, as well
as what the Plan’s net pension (asset) liability would be if it were calculated using a discount
rate that is one-percentage-point lower or one-percentage-point higher than the current
rates:

December 31, 2020 and 2019:

1% Decrease Current Discount 1% Increase
(4.25%) Rate (5.25%) (6.25%)
S 269,061 S 94,828 S (50,950)

Pension Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources Related
to Pension

For the years ended December 31, 2020 and 2019, the Authority recognized pension expense
of $75,437 and $109,390, respectively.

25



THE PARKING AUTHORITY OF THE
CITY OF LANCASTER

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2020 AND 2019

At December 31, 2020 and 2019, the Authority reported deferred outflows and inflows of
resources related to pension from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources

Differences between expected and actual

experience S 15,394 S 52,491
2019 Authority contributions subsequent to the

measurement date of December 31, 2018 64,525 -
Changes in assumptions 12,698 -
Net difference between projected and actual

earnings on pension plan investments 103,841 -

Total S 196,458 S 52,491

The differences in the Authority’s expected and actual experience and changes in
assumptions are recognized over the average expected remaining service lives of active and
inactive members. The difference between projected and actual earnings on the pension plan
investments is recognized over five years. Authority contributions made in 2019 (subsequent
to measurement date at December 31, 2018) will be recorded as a reduction to the pension
liability during the year ending December 31, 2021. Other amounts reported as deferred
outflows and inflows of resources related to pensions will be recognized in pension expense
as follows:

Year ending December 31,

2021 $ 33,288
2022 7,863
2023 7,300
2024 41,487
2025 (10,496)
$ 79,442
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8. Agreements

In 2007, the Authority entered into a lease agreement with Penn Square Partners. The lease
provides Penn Square Partners with 300 guaranteed spaces, and the option to modify the
Penn Square Garage. As of April 1, 2019, Penn Square Partners leased an additional 117
spaces. All modifications are paid by the Authority upon approval and are then reimbursed
by the lessee. In the event of lease termination or cancellation, the lessee is responsible for
all expenses required to revert the Penn Square Garage to its original form that existed prior
to the lease agreement.

In 2015, the Authority entered into a lease agreement with Hotel Lancaster. The lease
provides Hotel Lancaster with 134 guaranteed spaces for an annual rent of $80,400. As of
April 1, 2019, Hotel Lancaster leased an additional 84 spaces for monthly rent of $10,900. As
of August 1, 2020 the agreement was modified up to 215 spaces for monthly rent of $11,250.
The term of the original agreement was for five years, with an option to extend for two
additional five-year terms subject to the Authority’s right to increase the rent per space based
upon then existing market conditions. The agreement has been extended to March 31, 2029,
with an option to extend for two additional five-year terms subjects to the Authority’s right
to increase the rent per space upon then existing market conditions.

9. Transactions with Primary Government — City of Lancaster

During the years ended December 31, 2020 and 2019, the City paid the Authority $165,549
and $171,688 respectively, for employee parking. These transactions are reported as parking
garages and lots revenue in the statements of revenues, expenses, and changes in net
position.

On June 23, 2016, the City and the Authority entered into an Agreement, with the
commencement date of January 1, 2017, whereby the Authority will enforce all on-street and
off-street parking regulations of the City. The term of the Agreement is three years and may
be extended upon agreement by the City and the Authority. In accordance with the
Agreement, the Authority shall receive 10% of gross parking enforcement revenue. The
Authority is required to annually pay a minimum guaranteed amount of $500,000 to the City
and the City receives the remaining net income for parking enforcement, as defined in Exhibit
A of the Agreement. Amounts due to the City, as calculated in accordance with Exhibit A of
the Agreement, were $1,284,031 and $1,554,417 for the years ended December 31, 2020 and
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2019, respectively. Of these amounts, $606,273 and $467,036 were due to the City as of
December 31, 2020 and 2019, respectively.

Eighteen months after the date of the Agreement, the City and Authority agree to meet and
review the performance of the Authority and the formula established in Exhibit A of the
Agreement. After such meeting, both the City and the Authority have the option to terminate
the Agreement upon five months’ written notice. On October 22, 2019, the City and the
Authority agreed to extend the Enforcement Agreement for an additional three year period
to December 31, 2022.

As noted in Note 10, the Authority has a note payable outstanding to the City totaling
$2,850,000 and $3,000,000 as of December 31, 2020 and 2019, respectively.

10. Related Party Transactions, Intra-entity Transfers, and Note Payable to the City

On June 19, 2019, the Authority purchased the North Queen Street Garage from the
Redevelopment Authority of the City of Lancaster (RACL) through the issuance of a
$3,000,000 unsecured note payable. As the Authority and RACL are both component units of
the City, the asset purchase was treated as an intra-entity transaction and RACL’s net book
value of the asset at the time of the transaction was used for recording the acquisition. The
Authority recorded $897,583 and $7,474,697 of land and building respectively as part of the
transaction in 2019.
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During the year ended December 31, 2019, RACL assigned the outstanding note payable to
the City. The Authority will make an annual payment in the amount of $150,000 over a 20-
year period to satisfy the unsecured note payable to the City. See below for the note maturity
schedule as of December 31, 2020:

Principal

2021 S 150,000
2022 150,000
2023 150,000
2024 150,000
2025 150,000
2026-2030 750,000
2031-2035 750,000
2036-2039 600,000

S 2,850,000

During the year ended December 31, 2018, the Authority and the City of Lancaster City
Revitalization and Improvement Zone Authority (CRIZ), a component unit of the City, entered
into a contract whereby CRIZ agreed to grant $1,000,000 to the Authority for the purchase of
property at 151 North Queen Street. In April 2019, the CRIZ’s board approved to increase
funding by an additional $200,000 for the property purchase. The property purchase is for
the purpose of constructing a building which will house the Lancaster Public Library, retail
space, and an approximately 300 space public parking garage. In addition to funding the
property purchase, the contract also provides up to 100% of the annual increment created
by the tenants of 101 North Queen Street, the Hotel Lancaster, and tenants of the retail space
of the project to the Authority to pay future debt service payments on one or more bonds to
be issued by the Authority in order to construct the building. Such CRIZ payments shall
continue until the future bonds are retired or the Commonwealth of Pennsylvania City
Revitalization and Improvement Zone program ends, whichever is first to occur. CRIZ
reasonably estimates that upon completion of the project, the amount of the annual
increment to be received by the Authority shall be $2,000,000. On or before October 30 of
each year, CRIZ shall certify in writing to the Authority the amount of the annual increment
that the Authority shall receive for that year. During the years ended December 31, 2020 and
2019, CRIZ contributions totaled $596,407 and $1,489,897, respectively.
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11.

12.

In March 2020, the Authority and the Lancaster Public Library (Library) entered into an
agreement whereby the Authority will lease space to the Library in the new Christian Street
mixed-use parking garage building upon project completion. If the space is not delivered to
the Library in accordance with this agreement on or before October 31, 2021, the Library may
terminate the agreement upon written notice to the Authority. The Library is responsible for
all costs incurred to complete the work on the library structure in order to prepare it for use
as a public library. The lease commences once the Library takes occupancy of the space and
the term is 99 years with monthly rent payments of SO.

Commitments

The Authority entered into three construction contracts totaling $33,913,389 for
development and construction of the Christian Street mixed-use parking garage. The
commitments outstanding on the contracts was $21,913,497 as of December 31, 2020.

Risks and Uncertainties

The coronavirus pandemic remains a rapidly evolving situation. The extent of the impact of
the coronavirus on the Authority and financial results will depend on future developments,
including the duration and spread of the outbreak within the markets in which we operate,
the related impact on the federal budget, and the state of Pennsylvania's budget, all of which
are highly uncertain.
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LANCASTER PARKING AUTHORITY
REQUIRED SUPPLEMENTARY INFORMATION -

SCHEDULE OF CHANGES IN THE PENSION PLAN'S
NET PENSION LIABILITY (ASSET) AND RELATED RATIOS

Total Pension Liability:

Service cost

Interest

Benefit payments, including refunds

Changes in assumptions

Differences between expected and actual
experience

Net Changes in Total Pension Liability

Total Pension Liability - Beginning

Total Pension Liability - Ending (a)

Plan Fiduciary Net Position:

Contributions - employer
Contributions - employees

Net investment income (loss)
Benefit payments, including refunds
Administrative expense

Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position - Beginning
Plan Fiduciary Net Position - Ending (b)
Net Pension Liability (Asset) - Ending (a-b)

Plan Fiduciary Net Position as a Percentage
of the Total Pension Liability

Covered Employee Payroll

Net Pension Liability (Asset) as a Percentage
of Covered Employee Payroll

2019 * 2018 2017 2016 2015
$ 156,403 $ 97,605 S 69238 S 64,414 S 34,602
81,652 75,453 72,523 71,493 70,961
(102,194) (107,021) (123,976) (119,340) (137,991)
- - 30,135 3,220 -
(62,989) - 38,482 - 3,085
72,872 66,037 86,402 19,787 (29,343)
1,466,554 1,400,517 1,314,115 1,294,328 1,323,671
$1,539,426 $ 1,466,554 $1,400,517 $1,314,115 $ 1,294,328
$ 31,163 $ 19000 $ 20875 $ 5112 $ 7,687
81,810 47,920 31,547 24,532 16,561
(179,827) 247,783 143,577 (43,585) 104,945
(102,194) (107,021) (123,976) (119,340) (137,991)
(4,354) (4,314) (4,590) (3,948) (3,843)
(173,402) 203,368 67,433 (137,229) (12,641)
1,618,000 1,414,632 1,347,199 1,484,428 1,497,069
$ 1,444,598 $1,618,000 1,414,632 $1,347,199 $ 1,484,428
$ 94,828 $ (151,446) S (14,115) $ (33,084) $ (190,100)
93.8% 110.3% 101.0% 102.5% 114.7%
$1,364,462 S 910,049 S 696,471 697,602 396,954
6.95% -16.64% -2.03% -4.74% -47.89%

* The amounts presented for each fiscal year were determined as of the measurement date, which is the December 31 of
the immediately preceding fiscal year. This schedule is intended to illustrate information for 10 years. However, until a
full 10-year trend is compiled, the Authority is presenting information for those years only for which information is

available.

Pension information included in Required Supplementary Information is based upon the most currently available
information from PMRS. The effects of any differences are not deemed to be material to the Authority's financial

statements.

See accompanying notes to required supplementary information - pension plan.
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Actuarially determined contribution
under Act 205

Contribution in relation to the actuarially
determined contribution

Contribution deficiency (excess)

Covered employee payroll

Contributions as a percentage of
covered employee payroll

LANCASTER PARKING AUTHORITY
REQUIRED SUPPLEMENTARY INFORMATION -
SCHEDULE OF AUTHORITY PENSION CONTRIBUTIONS

2019* 2018 2017 2016 2015 2014 2013 2012 2011 2010

S 31,043 $ 18720 $ 20,835 S 5032 S 6907 S 2,736 S 14,139 S 13371 S 10,008 S 5,479

31,163 19,000 20,875 5,112 7,687 2,736 14,139 13,371 10,008 5,479

s (1200 $  (280) $ (40) $ (80) S (780) 3 - 8 - 8 - 8 - 8 -

51,364,462 $910,049 $696,471 $697,602 S 396,954

2.28% 2.09% 3.00% 0.73% 1.94%

* The amounts presented for each fiscal year were determined as of the measurement date, which is the December 31 of the immediately preceding fiscal year. This
schedule is intended to illustrate information for 10 years. However, until a full 10-year trend is compiled, the Authority is presenting information for those years only

for which information is available.

Pension information included in Required Supplementary Information is based upon the most currently available information from PMRS. The effects of any
differences are not deemed to be material to the Authority's financial statements.

See accompanying notes to required supplementary information - pension plan.
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1. Actuarial Methods and Assumptions

The information presented in the required supplementary information was determined as
part of the actuarial valuation at the date indicated. Methods and assumptions used to
determine the contribution rate required under Act 205 for the year ended December 31,
2018 (presented as the subsequent year on the preceding schedules) are as follows:

Actuarial valuation date 1/1/2015
Actuarial cost method Entry age normal
Amortization method Level dollar closed
Remaining amortization period Based on periods in Act 205

Based on the municipal
Asset valuation method reserves

Actuarial assumptions:

Investment rate of return 5.25%
Projected salary increases Age related scale with
merit and inflation
component
Underlying inflation rate 3.0%
Post-retirement cost-of-living adjustment increase 3%, subject to plan
limitations

Pre-retirement mortality:
Males: RP 2000 with 1 year set back
Females: RP 2000 with 5 year set back

Post-retirement mortality:
Males and females: Sex distinct RP 2000 Combined Healthy Mortality

2. Changes in Actuarial Assumptions

The December 31, 2015 assumptions were based on the PMRS Experience Study for the
period covering January 1, 2009 through December 31, 2013 issued by the actuary in July
2015 first effective.
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The December 31, 2016 investment return assumption for municipal assets decreased from
5.50% to 5.25%.
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