





¢) Annual Required Contribution (ARC)

For the years ended June 30, 2009 and 2008, the Commission's actual contribution of $161,122
and $167,313, respectively, was equal to the Commission’s required ARC. The required
contribution was determined as part of the June 30, 2007, actuarial valuation. The actuarial
assumptions included (a) a rate of return on investments of 8%, (b) projected salary increases
ranging from 3.25% to 5.73%, and (c) cost-of-living adjustments of 2.5%. Both (a) and (b)

included an inflation component of 2.5%.

d) Schedule of Employer Contributions

Annual
Required Percentage of
Contribution ARC Net Pension
Period (ARO) Contributed Obligation
Year ended June 30, 2009 $ 161,122 100% $-0-
Year ended June 30, 2008 $167,313 100% $-0-
Year ended June 30, 2007 $ 142,984 100% $-0-
¢) Schedule of Funding Progress
Over
Over (Under)
(Under) Funded
Funded Actuarial
Actuarial Actuarial Actuarial Annual Liability as
Value of Accrued Accrued Funded Covered Percentage
Valuation Date Assets Liability Liability Ratio Payroll of Payroll
June 30,2008 $ 18,676,084 $ 14,774,174 $ 3,901,911 1264% $ 7,666,831 50.9%
June 30,2007 $ 16,993,316 $ 13,426,395 $ 3,566,921 126.6% $ 6,452,631 55.3%
June 30,2006 $ 15,147,273 $ 12,653,112 $ 2,494,161 119.7% $ 5,786,760 43.2%

f) Notes to Schedules of Employer Contributions and Funding Progress - VRS

The information presented in the schedules of employer contributions and funding progress was
determined as part of actuarial valuations at the dates indicated. Additional information as of the

latest actuarial valuation follows:

Valuation date

Actuarial cost method

Amortization method

Payroll growth rate

Remaining amortization period

Asset valuation method

Actuarial assumptions:
Investment rate of return
Projected salary increases
Cost-of-living adjustments

June 30, 2008

Entry Age Norma

1

Level percent, open

3.00%

20 Years

Five year smoothed market

7.50%
3.75% t0 5.60%
2.50%
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B.

Transit Employees of Tidewater Disability and Retirement Allowance Plan

a)

b)

)

d)

Plan Description

Transit Management Company (Subsidiary), a wholly owned subsidiary of the Commission,
contributes to the Transit Employces of Tidewater Disability and Retirement Allowance Plan
(Plan) which covers principally those employees subject to the Commission's union bargaining
agreement who work in Norfolk, Portsmouth, Chesapeake, and Suffolk. The Commission issues
a publicly available financial report that includes financial statements and required supplementary
formation for the Plan. That report may be obtained by writing to the Transportation District
Commission of Hampton Roads.

Transit employees participate in the Plan after 60 days of service with the Subsidiary. Normal
pension benefits are available for participants who are age 65 with 10 years of credited service.,
age 61-65 with sufficient period of credited service so that the total of age and length of credited
service 1s 85 or more, or any age with completion of 25 years of credited service. Early
retirement is available at age 55 with 10 years of credited service. The amount of pension paid at
carly retirement is the normal pension reduced by .42% for each full month in the period between
the participant's date of retirement and the first date on which the participant would have been
cligible for an unreduced retirement benefit had they continued in employment. Death and
disability benefits are also provided by the Plan.

Funding Policy

The contribution requirements of employees and the Commission are established and may be
amended by the terms of the collective bargaining agreement between the Commission and the
Union. That agreement provides that employees are required to contribute 3% of compensation
received during any month, with a minimum contribution of $10, while the employer contributes
an additional sum equal to 10% of compensation paid to the participant during the month, with a
minimum contribution of $40.

Annual Required Contributions (ARC)

For the years ended June 30, 2009 and 2008, the Commission's actual contribution was
$1,267,157 and $1,278,766, respectively. The required contribution was determined as part of
the December 31, 2008, actuarial valuation. The actuarial assumptions included (a) a rate of

return on the investment ot 7.25%, and (b) projected salary increases of 5%.

Schedule of Employer Contributions

Annual Percentage
Required of ARC Net Pension
Contribution Cost Obligation
Year End (ARCQ) Contributed (Benefit)
December 31, 2008 h) 1,042,249 131% $ (321,391)
December 31, 2007 h) 848,497 123% S (200,660)
December 31, 2006 h) 925,716 119% h) (175,880)
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¢) Schedule of Funding Progress
Over

Over (Under)

(Under) Funded

Funded Actuarl
Actuarial Actuariul Actuarial Annual Liabihty as
Value of Accrued Accrued Funded Covered Pereentage

Valuation Date Assets Liability Liability Ratio Payroll of Payroll

December 31,2009 S 21,111,994 S 30,740,682 § (9,628,688) 68.68% S 13,496,510 (71.34%)

December 31,2008 S 25,019,440
December 31,2007 S 23,340,993

)

(e

30,172,362 5,152.922) 8§2.92% 8 13,703,277 (37.64%)

$ (5,15
28,741,711 $ (5,300,778)  $1.56% S 10,514,208 (50.42%)

(¥

Notes to Schedules of Employer Contributions and Funding Progress - Transit Plan

The information presented in the schedules of employer contributions and funding progress was
determined as part of actuarial valuations at the dates indicated. Additional information as of the
latest actuarial valuation follows:

Valuation date January 1, 2009

Actuarial cost method Entry Age Normal

Amortization method [TCVfZl. percent of payroll for remaining unfunded
liability

Remaining amortization period 18 Years from January 1, 2009, for the remaining

unfunded liability

Asset valuation method Market value of assets less unrecognized returns
in each of the last four years. Unrecognized
return is equal to the difference between the
actual market return and the expected return on
the market value, and is recognized over a four-
year period, further adjusted, if necessary, to be
within 20% of the market value.

Actuarial assumptions:
Investment rate of return 7.25%
Projected salary increases 5.00%

C. Retirement Plan of Hampton Roads Transportation District Commission

a)

b)

Plan Description

Prior to the merger, the Peninsula Transportation District Commission (PTDC) established a
single-employer defined benefit retirement plan covering employees who are members of the
bargaining unit represented by Amalgamated Transit Union, Local 1177 (Union). The
Commission administers the plan that provides retirement, disability and death benefits to plan
members and beneficiaries. The Commission issues a publicly available financial report that
includes financial statements and required supplementary information for the plan. That report
may be obtained by writing to the Transportation District Commission of Hampton Roads.

Funding Policy

The contribution requirements of employees and the Commission are established and may be
amended by the terms of the collective bargaining agreement between the Commission and the
Union. That agreement provides that employees are required to contribute 2.5% of their annual
salary, while the Commission is required to contribute 6% of annual covered payroll.
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¢)

d)

f

Annual Required Contributions (ARC)

For the years ended June 30, 2009 and 2008, the Commission’s actual contributions to the plan
were $436,922 and $469,800, respectively. The annual required contribution for the current year
was determined as part of the July 1. 2008, actuarial valuation using the entry age normal cost
method. The actuarial assumptions included a 7% investment rate of return (net of administrative
expenses) and projected salary increases of 5% per year.

Schedule of Employer Contributions

Annual
Required Percentage of Net Pension
Contribution ARC Cost Obligation
I'iscal Year End {ARC) Contributed (Benefit)
June 30, 2009 $ 463,108 94% h) 32,878
June 30, 2008 $ 380,720 124% $ (89.080)
June 30, 2007 $ 378,464 100% $ -
Schedule of Funding Progress
Over
(Under)
Funded
Actuarial Over AALasa
Actuarial Accrued (Under) Annual  Percentage
Actuarial Value of Liability Funded Funded Covered of Covered
Valuation Date Assets (AAL) AAL Ratio Payroll Payroll
June 30, 2008 $ 16,042,183 § 14,585817 $ 1,456,366 110%  § 7,773,590 19%
June 30,2007 § 15,364,868 § 13257411 $ 2,107,457 116% & 7,063,229 30%
June 30,2006 $ 14,197.581 $ 12911,334 $ 1,286,247 110% $§ 6,328,829 20%

Notes to Schedules of Employer Contributions and Funding Progress - PTDC Plan

The information presented in the schedules of employer contributions and funding progress was
determined as part of actuarial valuations at the dates indicated. Additional information as of the
latest actuarial valuation follows:

Valuation date July 1, 2008
Actuarial cost method Entry Age Normal
Asset valuation method IRS Method 16 (Revenue Procedure 2000-40) —

Actuarial value of assets set equal to market
value on July 1, 2001. For subsequent years, the
actuarial value is market value of assets less
unrecognized returns in each of the last four years
or, if fewer, the completed years since July 1,
2001. Unrecognized retumn is equal to the
difference between the actual market return and
the expected return (at the actuarially assumed
rate) on the market value, and is recognized
ratably over a four-year period. The actuarial
value is further adjusted, if necessary, to be
within 20% of the market value.



4.

15.

Actuanal assumptions:
Investment rate of retum 7%

Projected salary increases 5%
D. Peninsula Transportation District Commission Defined Contribution Retirement Plan

Prior to the merger, the Peninsula Transportation District Commussion established a defined
contribution retirement plan covering salaried employees. In accordance with the plan, employees are
required to contribute 2% of compensation, with an option to contribute up to a maximum of an
additional 3% of compensation. The Commission is required to contribute 4% of salaried

employee compensation, plus a dollar-for-dollar match of optional employee contributions. The
Commission’s contribution to the retirement escrow fund and the salaried retirement plan for the year
ended June 30, 2009 and 2008, were $50,915 and $60,452, respectively. In April 2009, this plan was
terminated and all assets were transferred to Virginia Retirement System. After this termination, the
employees covered by this plan will be covered by Virginia Retirement System.

Compensated Absences

All full-time salaried employees not covered under collective bargaining agreements earn vacation in
accordance with Commission policy as follows:

Days Earned
Length of Service Per Year
1 -5 years 10 days
6 - 10 years 15 days
More than 10 years 20 days

All nonunion employees may accumulate annual leave up to a maximum of 320 hours to be carried into
any one calendar year or to be paid upon separation. All union employees under collective bargaining
agreements earn vacation on a pay-as-you-take-it policy and vacation balances do not carry over into the
next calendar year. At June 30, 2009 and 2008, the Commission has accrued $668,580 and $642,419,
respectively, for compensated absences.

Contingencies
Self-Insurance

The Commission is self-insured for a portion of its risks associated with general liability for the first
$500,000 of each occurrence. An external insurance policy provides coverage over the specified limit up
to $10,000,000 per occurrence.

The Commission is a defendant in various lawsuits incidental to its business relating primarily to bodily
injury claims for which it self-insures. Management has reviewed the various lawsuits and accrued an
amount for the estimated financial exposure resulting from these lawsuits. Management believes any
potential additional liability from these lawsuits will not have a material adverse effect on the
Commission's consolidated financial condition.



1o.

Workers' Compensation Insurance

The Commission 1s also self-insured for workers’ compensation. To minimize the potential for excessive
claims, the Commission obtained excess workers® compensation insurance. Under this agreement, the
Commission is self-insured for the first $400,000 of cach occurrence. An external insurance policy
provides coverage over the specified limit up to $1,000,000 per occurrence,

Federally Assisted Grant Programs

The Commission participates in a number of federally assisted grant programs. Although the
Commission has been audited 1n accordance with the provisions of OMB Circular A-133, these programs
remain subject to financial and compliance audits by the grantors or their representatives. Such audits
could lead to requests for reimbursements to the grantor agency for expenditures disallowed under the
terms of the grant. Based on prior experience, the Commission believes such disallowances, if any, will
not be significant,

Light Rail Project

In late 2007, the Commussion received funding commitments to support the construction of a $232
million project to build a 7.4 mile light rail system from downtown Norfolk to Virginia Beach, Virginia.
FFunding tor the project will be supported by $128 million in federal transit funds, $32 million from state
funds, $33 million with City of Norfolk funds and $39 million from other federal sources. As of
December 2008, cost estimates for the light rail project were to approximate $288 million. The additional
funding consisted ot an additional $35 million of state tunds and $21 million in City of Norfolk tunds.

In late summer 2009, management became aware of factors that would increase the project cost beyond
the $288 million. Management retained a consultant to prepare a “cost to complete” analysis and to
project a revised implementation date. While the consultant’s final report is not expected to be available
until February 2010, preliminary indications suggest that the revised project cost could be $325 million or
more, with a revised implementation date in the March 2011 timeframe.

At June 30, 2009, the Commission had expended approximately $139 million for this project.

* ko k k%



Transportation District Commission of Hampton Roads
Supplementary Information

Year Ended June 30, 2009



Transportation District Commission of Hampton Roads

Enterprise Fund - Transit Activity
Schedule of Revenues - Actual and Budgeted

Year Ended June 30, 2009

Revenues
Passenger fures
Charters and contracts
Vanpool rentals
Auxiliary
Nontransportation
Total revenues

Subsidies and grants
Municipal subsidies
State operating subsidies
Federal operating grants
Total subsidies and grants

Total revenues, subsidies and grants

Actual
Over (Under)
Actual Budgeted Budget
16,953,602 16,469,530 484,072
125,905 - 125,905
168,817 109,341 59,476
276,053 400,550 (124.,497)
150,813 405,929 (255,116)
17,675,190 17,385,350 289,840
22,898,696 22,783,679 115,017
12,290,454 13,000,000 (709,546)
22,074,219 23,833,959 (1,759,740)
57,263,369 59,617,638 (2,354,269)

S 74,938,559

S 77,002,988

S (2,064,429)

Reconciliation to revenues shown in the consolidated statement of
revenues, expenses and changes in net assets is as follows:

As reflected in the consolidated statement of revenues,

expenses and changes in net assets
Operating revenues
Subsidies and grants

S 17,675,190
57,263,369

S 74,938,559
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Transportation District Commission of Hampton Roads

Lnterprise Fund - Transit Activity
Schedule of Expenses - Actual and Budgeted

Year Ended June 30, 2009

Actual
Over (Under)
Actual Budgeted Budget
Transit activity expenses
Labor and fringe benefits $ 43,120,186  $ 45,206,939 $ (2,086,753)
Materials and supplies 14,554,686 15,277,187 (722,501
Insurance - net of ordinary recoveries 3,748,756 4,081,312 (332,556)
Purchase of transportation services 6,700,651 6,463,167 237.484
Contractual services 3,806,872 3,581,330 225,542
Utilities 790,534 791,741 (1,207)
Other 1,504,933 1,601,312 (96,379)
Total transit activity expenses before
depreciation and amortization $ 74,226,618 $ 77,002,988 $ (2,776,370)
Reconciliation to expenses shown in the consolidated statement of
revenues, expenses and changes in net assets is as follows:
Total transit activity expenses before depreciation $ 74,226,618
Depreciation and amortization 10,607,127
Self insurance net decrease in net assets (258.255)

§ 84,575,490




Transportation District Commission of Hampton Roads
Compliance Section

Year Ended June 30, 2009
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Certified Public Accountants
Specialized Services
Business Solutions

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

Commissioners
Transportation District Commission of Hampton Roads

We have audited the consolidated financial statements of the Transportation District Commission of
Hampton Roads and Subsidiary (Commission) as of and for the year ended June 30, 2009, and have issued our
report thereon dated January 13, 2010. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Transportation District Commission of
Hampton Roads’ internal control over financial reporting as basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Transportation District Commission of Hampton Roads’ internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Transportation
District Commission of Hampton Roads’ internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the Transportation District Commission of Hampton Roads’ ability to initiate, authorize,
record, process, or report financial data reliability in accordance with generally accepted accounting principles
such that there is more than a remote likelihood that a misstatement of the Transportation District Commission of
Hampton Roads’ financial statements that is more than inconsequential will not be prevented or detected by the
Transportation District Commission of Hampton Roads’ internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the Transportation District Commission of Hampton Roads’ internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

Fountain Plaza One
701 Town Center Drive , Sulte 700
Newport News, VA 23606-4295

ph 757.873.1033
fax 757.873.1106
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Compliance and Other Matters

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

We noted certain matters that we have reported to Budget and Finance Committee of the Commission in a
separate letter dated December 8, 2009.

This report is intended solely for the information and use of the Commission, management, federal
awarding agencies and pass-through entities and is not intended to be, and should not be, used by anyone other
than these specified parties.

/‘?,,.Zw g cw—z.r.fl

Newport News, Virginia
January 13, 2010
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Report on Compliance with Requirements Applicable
to Each Major Program and on Internal Control
Over Compliance in Accordance with OMB Circular A-133

Commissioners
Transportation District Commission of Hampton Roads

Compliance

We have audited the compliance of the Transportation District Commission of Hampton Roads and
Subsidiary (Commission), with the types of compliance requirements described in the U. S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major
federal programs for the year ended June 30, 2009. The Commission’s major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of the Commission’s management. Our responsibility is to express an opinion on
the Commission’s compliance based on our audit,

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-1 33, Audits of States.
Local Governments, and Non-Profit Orgunizations. Those standards and OMB C ircular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Commission’s compliance with those
requirements and performing such other procedures, as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the Commission’s compliance with those requirements.

In our opinion, the Commission complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended June 30, 2009.

Internal Control Over Compliance

The management of the Commission is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered the Commission's internal control over
compliance with requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal contro] over compliance. Accordingly, we do
not express an opinion on the eftectiveness of Transportation District Commission of Hampton Roads’ internal
control over compliance.

Fountain Plaza One
701 Town Center Drive , Suite 700
Newport News, VA 23606-4295




A control deficiency in the Transportation District Commission of Hampton Roads’ internal control
over compliance exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency 1s a control
deficiency, or combination of control deficiencies, that adversely affects the Transportation District
Commission of Hampton Roads’ ability to administer a federal program such that there is more than a remote
likelthood that a noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the Transportation District Commission of Hampton
Roads’ internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material noncompliance with a type of compliance requirements of a
federal program will not be prevented or detected by the Transportation District Commission of Hampton
Roads’ internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Commission. management, and federal
awarding agencies and pass-through entities and is not intended to be, and should not be, used by anyone other
than these specified parties.

)gm—-é..-*/é M‘fﬁﬂ

Newport News, Virginia
January 13, 2010
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Transportation District Commission of Hampton Roads

Notes to Schedule of Expenditures of Federal Awards

June 30, 2009

I. General

The accompanying schedule of expenditures of federal awards presents the activity of all federal award
programs of the Transportation District Commission of Hampton Roads.

(3%

Basis of Accounting

The accompanying schedule of expenditures of federal awards is presented using the accrual method of
accounting.
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Transportation District Commission of Hampton Roads

Schedule of Findings and Questioned Costs

June 30, 2009

1. Summary of Auditors’ Results
a An unqualified opinion was issued on the consolidated financial statements.
b.  There were no significant deficiencies noted in internal control to disclose.
c. The audit did not disclose any noncompliance material to the consolidated financial statements.
d.  There were no significant deficiencies noted in internal control over major federal programs to
disclose.
e.  Anunqualified opinion was issued on compliance for major programs.
f. The audit did not disclose any audit findings required to be reported.
g. Major programs are:
i.  Capital Improvement Grants (20.500)
ii.  Capital and Operating Assistance Formula and Technical Studies Grants (20.507)
h.  The dollar threshold used to distinguish between Type A and Type B programs is $2,832,996.
1. The Commission qualified as a low-risk auditee.
2. Findings Relating to the Consolidated Financial Statements which are Required to be Reported in

Accordance with Government Auditing Standards

None

None

Findings and Questioned Costs for Federal Awards

Status of Prior Year Findings

There were no findings for the prior year.
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