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Independent Auditors’ Report

Board of Commissioners
Regional Transit Authornty:

We have audited the accompanying balance sheet of Regional Transit Authonty (RTA) as of December 31,
1999 and the related statements of revenues, expenses and changes in accumulated deficit, and cash flows for
the year then cnded. These financial statements are the responsibility of the RTA's management. Our
responsibility is 1o express an opinion on these financial statements based on our audit. The 1998 financial
statements and other supplementary information, before restatement, were audited by other auditors whosc
report was qualified due to the mability to examine evidence relating to the Year 2000 disclosures. We also
audited the adjustment described in note 14 that was applied to restate the 1998 financial statements. In our

opinion, such adjustment is appropriate and has been properly applied.

Wec conducted our audit in accordance with generally aceepted auditing standards and Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statemments arc free of matcrial
misstatcment. An audit includes examing, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant
estimates madc by management, as well as cvaluating the overall financial statement presentation. We believe
that our audit providcs a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, i all matenial respects, the financial
position of the RTA as of December 31, 1999, and the results of its opcrations and its cash flows for the ycar
then ended in conformuty with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also i1ssued a report datcd May 19, 2000 on om
constdcration of the RTA s internal control over financial reporting and our tests of 1ts compliance with certain
provisions of laws, regulations, contracts and grants. That report 1s an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Our audit was made for the purpose of forming an opimon on the 1999 basic financial statcments. The other
supplementary information as listed in the Table of Contents 1s presented for purposcs of additional analysis
and 1s not a required part of the basic financial statements. Such information has been subjected to the auditing
procedures apphed i the audit of the basic financial statements and, m our opinion, 1s fairly stated in all
matcrial respects in relation to the basic financial statements taken as a wholc,

it ol + Tl

May 19, 2000

. =
“ m fllﬁn .

- f
/f: (7
(),){j WJii s

Baton Rouge * Donoldsonville + Gonzales « New Orleans - St. Francisvitle
Associated Offices in Principol Cities of the United Slates




SUSLISIELS |elaUEU(] 01 5310U Fulsueduoose 35

8661 PUR 5661 1£ J2quiada(]

SIS SVUE[BE

MRIOGHETY TISXVYHL TYNOIDTY

LIF988'8ET 198758557 8 L11°988°8¢T 198'548¢L°4¢2
- (01 pue g °g *£ $2)0U) SIIDUBBUIUOD PUE SIUSTTIWO
Ir9°019°Z8 088°T5¢ L Aunbs pung (010 |
086 FSEGCI SOT'LE1'6T1
(szeigooly  (6LsigeiD HOREZIIOWE PEIRWIMOOY
[92°C9876ET 950" CLOEHT
§ZT6r9CIT wmq,_,,_. $8°022 WSAIL108 [BIOPD ]
ZEG'91TTL 0917 HUSURLSA035 (8307
:jeydes pawnqinuony
(88 PPLTS) ($8L°COT'FS) H2Ysp paleRlunddy
{9 210 Apnbo pung
SLLSLTOST [86££9°091 SANIGRI] 210 ],
625 08Z 901 L8908 501 SAM[Iqer] Wia-BUo| (110,
000°Z6C'E ANUADE PALISJA(T
8865 G FoPISSEr {6 230U} ojqeAed ssea] [mide)
mm 2 OS¢ b mmm,. cR1°cy (§ s10u) uotIod JWSLINO $53] ufmhmn spuog | -
LEGIG 12108878 uonIod JusLma £53] 18I0 PUOG PINISOY 6Z3°61 1107 SLLTLYLEY {ir 10} 32U Juswdinbe pue sutpping *{ssdosy
GE 0ELL D00 0EL L (8 a30u) sjquaed syyousq saiojduy _ _
X SSRMIqE]] Wiay-Buoy 081°1Z0°¢ SOULELT ($ 210U} 51500 dRSST pUO - $3BIBYD paisafa(]
OPZes6Ey 0 vOITESS SaNIIQel] Wwadnd {gjo] 35760881 CEO'BLE DT S0S5E POISLINAL {0 ]
D08 6EC6] £8896°17 556'S68°T ] - (6 210U} 103053 ssedyf Jeyde
_ . I EY Y 1FT°8E9°7 (01 10U} suie]s 835 pur 5ULMSUI-J[3G
400°058™1 000 0LE T {£ 20u) SpUCq JO UOILIOG JUBLIN 9699 T [88°Tr] (§ 210u) OIS 3$BA[ J5PIOG 55047
8627992 S11°$9L 531U PYOQ P3TUD0E JO uoiyod juaLin-y COTERE'S 6817009 (5 210U) SJuN0d9E 23)511 PUOG 591103 1 £ |
IEF EULL STL 0LT 61 (01 s10u) swre[o [jews pue [edo7] LLY'65T C8LStY ($ 910U) $JunoddE 32)5M) PUO] SIS §66 |
(91esve pajonysas oy sjqesed) senIIgel] JUa.any - 1+6° 06" (G 310U) sjunoLa% vajsny uonedionue Xe) 53788 5661
1(Z 910U) STUSUIISOAUL PUE USED “S)OSSE PI]OLISDY
SFY S ST 0Y ZLT198°¢E 091°65651 I8L'STTST S19SSE JUSLING 18301
Lr6° 8797 FLECIRT {5 ®10u) aved) jendes jo uerped Jusuny T65°6E £3°79 S]955€ J3U10 pue sosusdxs predaig
. G007 000°¢ (§ 30U ojqeied ou :.uﬁm&um:m X¥] sofeg (ZF°099°1 PPOSLLT $2LI0TBAU]
BITL66°LT Gl&S106°L] (TISTNL) "ou] “eURISIO] - S16°606% (7 310U} PRIOLSOIUN “SIUOUISSAL]
ISE3NOS JO Juswadeus]y, JIsuvi] 0) NP SUNOWY AN I8LZL91 { £ 9101} JOU "3[EAISD2 SN0
SRT6I8°6 88667878 > SIPAIS PAUSIOP PUB “SISUIAND paniade uzﬁmn SPHNO20Y Fre8is FA VA e (7 s10u) use
(530888 USLUND WOJ] Sjgeaed) s3TiIgQRs] JuoLn, 53055k UDLLN_ )
sunbg pung puw saniiqury 3OSV
8661 6661 T 8661 6661




REGIONAL TRANSIT AUTHORITY

Statements of Revenues, Expenscs and Changes in Accumulated Deticit

For the years ended December 31, 1999 and 1998

1999 3 1998
Opcratmg revenucs:
Passcnger farcs 37,340,688 33,872,814
Salcs tax 49.218.485 47.497.608
Other 1,160,732 1,624,407
Total operating revenues 87719905 82,994,829
Dircct operating expenses:
Labor and {ringc benefits (note 1(a)) ‘ 58,723,399 63,453,438
Materials, fucl and supplies 5,157,678 5,293,830
Contract sCIvices 13,462,851 16,505,830
Insurance and self-insured costs 7.514,761 6,325,154
Utilities 1,543,773 1,456,849
Taxcs, other than payroll §03,032 883,954
Rent 358,625 188,353
Purchased transportation 2,790,117 2,911,485
Miscellanecous 552,067 572,891
Total direct opcrating expenses 90,906,303 91,591,789
Depreciation expensc:
Owned premises and cquipment 4.442,406] 4,993 739
Contributed premises and equipment 13,405,510 10,748,268
Tolal depreciation expensc 17,847,971 15,742,007
lLoss from opcrations {21,034,369) (24,338,96NH
Nonoperating revenucs (Cxpenscs):
Investment mcome 776,982 1,106,834
Intcrest expense (7,280,546) (5,744,222)
Government operating grants:
Federal subsidy 0,645,143 3,701,751
Statc Department of Transpartation 2,236,387 2,979,022
Planning and technical study grants 589,846 814,775
Total nonoperaling revenues 5,967,812 2,458,160
Net loss (15,0066,557) (21,880,807)
Accumulated deficit:
Balance, begtiing of year (52,744.338) (41,611,799)
Credits aristng from amortization of
contributed premiscs and equipment 13,405,510 10,748 268
Balance, end of vear $ (54,405,385) (52,744 338)

Sce accompanyihg notes 1o financial statemcents.
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REGIONAL TRANSIT AUTHORITY

Statements of Cash Flows

For the years ended December 31, 1999 and 1998

Cash flows from opcrating activitics:
Cash rceceived from operations
Cash rceeived from sales tax
Cash received from other sources
Cash paid to cmployees and for related expenses
Cash paid to supplicrs
Cash paid for lcgal claims

Net cash (uscd in) provided by opcrating activities

Cash flows from noncapital financing activities:
Proceeds (payment) from sales tax anticipation note
Opcrating subsidics received from other governments

Nect cash provided by noncapital financing activities

Cash flows from capital and related financing activities:
Acquisition and construction of capital assets
Capital contribution
Intcrest paid
Repayment of bonds
Repayment of capital lease obligation
Bond 1ssuc¢ costs
Payment of advance refunding

Proceeds from bond salc
Proceceds from capital lease

Nct cash provided by (uscd for) capital and related
financing activitics

Cash flows from mvesting activities:
Purchascs of iInvestment scouritics
Proceeds from salc and maturities of mvestment
sceuritics
Interest payments received
Net cash provided by (used for) investing activities
Nct mercase (decrease) in cash and cash cquivalents

Cash and cash cquivalents at beginning of year

Cash and cash cquivalents at end of ycar

1999

$ 36,996,710

47.869.607
4.670.537

(59,704,707)

(25.119.027)
(5,722,031)

1958

(1,008,911)

5,000,000
12,659,662

17,659,662

(14,235,724)
6.815.763
(5,848.,042)
(2.264.024)
(2.628.943)

(18,160,970)

2,358,298
1,014,989

3,373,287

1.863.068

038,944

34,099,157

46,573,820

1.173.469
(57.580,160)
(17.922.325)
~(4,553,952)

1,790,009

(4.000,000)
5,391,257

1,391,257

(46,832.812)
7.397 886
(3.332.521)
(27.815.000)

(1,388,037)
(2,918,093)
29,896,593
48,995 771

4,003,787

(12,755,426)

3,493,808
1,148,827

(8,112,791)

2,802,012

(927.738)

1,866,682

938,944

(Continued)



REGIONAL TRANSIT AUTHORITY
Statements of Cash FFlows

For the years ended December 31, 1999 and 1998

1999 1998
Reconcihiation of loss from operations to net
cash uscd n opecrating activitics:
LLoss from operations $ (21,034,369)  (24,338,967)
Adjustments to reconcile loss from operations to net
cash uscd 1 operating activitics:
Dcpreciation 17,847 971 15,742 007
Amortization of bond 1ssuc costs 273,915 90916
Incrcase i allowance for doubtful accounts 282756 -
Incrcasc in accounts receivable (1,489,5395) (1.248,293)
(Incrcasc) decrease in prepaid asscts (23,238) (2,875)
(Increasc) decrease 1n inventory (117,823) 233,605
(Dccreasc) increase 1n accounts
payable and accrued expenses (866,494) 3,908,115
Increcasc in deferred revenuc 3,292 000 -
(Decrease) increase i amounts due to TMSEL (981,308) 5.873,278
{Dccrease) increase n the provision for lcgal
and small clauns liability 1,807,274 1,523,163
Nct cash provided by (used 1n) operating activities $  (1,008,911) 1,790,009

Sce accompanying notcs to financial statements.
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 1999 and 1998

Summary of Significant Accounting Policies

(a)

(")

Organization and Reporting Enfity

The Regional Transit Authority (RTA) is an independent political subdivision of the State of
Louisiana created In 1979 by Act 439 of the Louisiana Legislature n order to provide mass
iransportation within its jurisdiction, which compnses the Greater New Orleans arca.  Effective
July 1, 1983 under a transfer agrecment among the RTA, the City of New Orleans (the City) and
Ncw Orleans Public Service, Inc. (NOPSI), the RTA assumed responsibility for all mass transit
operations in Orleans Parish and acquired transit-related assets and assumed certain transit-related
liabilitics of NOPSI and of the City through purchase, funded by federal and local government
grants, and through contributions.from the City. Subsequently, the RTA has also assumed
responsibility for mass transit operations of the City of Kenncr, The RTA's areca of scrvice
presently comprises Orleans Parish and the City of Kenner in Jefferson Pansh and may ultimately
include future transit operations throughout the Greater New Orleans area.

The RTA is governed by an cight-member Board of Commussioners composcd of appointecs of the
participating local governments within the RTA’s jurisdiction. The Board of Commuissioncrs
cstablishes policics, approves the budget, controls appropriations and appoints an Executive
Director responsible for administering all RTA operations and activities. At December 31, 1999
and 1998, one position on the Commission was vacaint.

The RTA holds title to substantially all asscts and controls, or is entitled to, substantially all
revenue and funds used to support ils operations and 1s solely responsiblc for its fiscal affairs. The
Board of Commissioncrs is authorized to 1ssue bonds, incur short-term debt and levy taxes upon
approval of the voters in onc or more of the parishes or municipalitics served by the RTA. The
RTA conducts substantially all of its transit and rclated operations through Transit Management of
Southcast Louisiana, Inc. (TMSEL), pursvant 1o the management contract between RTA, TMSIEL
and Mectro New Orleans Transit (METRO). The labor, fringe bencfits and other similar costs
reflected in the statements of revenues, expenses and changes in accumulated deficit are TMSEL
expenses which are reimbursced by RTA pursuant to the management contract.

The RTA is a stand-alone entity as defined by GASB 14, The Financial Reporting Intity. The
RTA is neither fiscally dependent on any other local government nor docs it provide specific
{inancial benefits to or impose specific financial burdens on any other government. No other
potential component units meet the critena for inclusion 1n the financial statements of the RTA

Basis of Accounting

The accounting policics of the RTA conform to gencrally accepted accounting principles as
applicable to governments. The RTA uses fund accounting to report its financial position and
results of operations. The RTA's accounts arc organized nto a single proprictary fund. The
enterprise fund is used to account for operations {(a) that are operated 1n a manncr similar to private
business where the intent of the governing body is that the cost (expense, including deprecation) of
providing goods and services to the general public is financed or recovered primarily through uscr
charges or (b) where the governing body has decided that the periodic determination of revenucs
camed, expenses incurred and/or net income is appropriate for capital maintcnance.

6 (Continucd)




(c)

(4)

(c)
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

Dcecember 31, 1999 and 1998

Accordingly, thec RTA maintams its rccords on the accrual basis of accounting. Revenuce from
operations, mvestments and other sources arc recorded when camed.  Expenses (ncluding
depreciation and amortization) of providing services to the public are accrued when incurred.

The RTA applies all applicable FASB pronouncements 1ssued on or before November 30, 1989 1n
accounting for Its operations unless thosc pronouncements conflict or contradict GASB

pronouncements.

Restricted Asseis

Certain assets, principally consisting of cash and mvestments, are segregated and classificd as
restricted asscts which may not be used except in accordance with contractual tcrms, under certam
conditions, or for specific board-designated purposes.

Investments

Investments arc stated at fair value and generally consist of U.S. Government and Apency
securitics, rcpurchase agreements and time deposits. Fair value 1s bascd on quoted market prices.
If quoted prices are not available, fair valuc is estimated based on similar securities.

Inventories

Inventorics, principally repair parts and supplies, are stated at cost, which approximates market,
Cost 18 determined by the average cost method.

Property, Buildings and Equipment

Property, buildings and cquipment arc recorded at cost. Deprectation and amortization is charged
to expense over the cstimated uscful lives of the assets and 1s determined using the straight-line
mecthod. Expenditures for maintenance and repairs, which do not materially extend the useful hifc

of the assct, are charged to expense as incurred.

The estimated useful lives used in computing depreciation and amortization are:

Buildings 20 years
Buses and cquipment 3-12 ycars
Strectears, track system and

related equipment 20 years
Frurmture and fixtures 3-10 ycars
Leaschold improvements 3-5 vears

The amount of deprecaiation and amortization of asscts acquired with capital contributions is
reflected as a charge to contnibuted capital since replacement and/or expansion has been financed
from sources other than opcrating funds.

7 (Continucd)
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 1999 and 1993

Federal and State Grants

Federal and state grants are made available to the RTA for the acquisition of public transit
facilitics. planning studics, buscs and other transit equipment. Unrestricted operating grants and
srants restricted as to purpose, but not contingent on the actual expenditures of funds, arc
recognized at that point in time when the right to the funds becomes irrevocable.  Where the
expenditure of funds s the prime factor for detcrmming the cligibility for the grant proceeds, the
grant is recognized at the time when the expense is incurred.  Opcerating grants are credited to
income, and capital grants are credited 10 fund equity. Depreciation and other costs financed by
government capital grants are charged to operating expenses and transferred from the accumulated
carnings category of fund equity to the contributed capital category of fund cquity.

Compensated Absences

RTA 1s obligated to reimburse TMSEL for vacation when earned by TMSEL employees, cither
accordance with TMSEL’s gencral personnel policy or under certain TMSEL union agrcements.
The total liability for accrued vacation at December 31, 1999 .and 1998, included in current

habibtics, was approximately $4 nmlhon and $3.5 mathon, respectively.

Cash Flows

For the purposes of the statements of cash flows, cash and cash equivalents include imvestments
with a maturity of less than one vear,

Budgets and Budgetary Accounting

In accordance with Act 186 of the Louisiana Legislature and under authority granted to the Board
of' Commissioncrs of thc RTA within the Regional Transit Authority Act (Act 439), an annual
budact of revenue, expenses and capital expenditures 18 prepared wnder the accrual basis of
accounting, consistent with generally accepted accounting principles (GAAP).  The budget 1s
adopted by resolution of the Board of Commissioners after public hearings are conducted and
public input 15 received. The RTA, operating as an enterprise fund, utilizes the budget and related
budgetary accounting to assure that: (1) service objectives are attained; (2) expenditurcs are
properly controlled; and (3) adcquate resources will be available 10 finance current operations,
repay long-term habilitics and mcct capital outlay recquirements. A budget prescntation 18 not
rcquired and has not been included in the financial statements.

Isond Issuance Costs
Costs related 10 1ssuing bonds arc capitalized and amortized based upon the mcthods used to

approxiumate the mterest method over the term of the bonds.

Effcctive with fiscal years in 1994 and thereafier, gams and losses associated with refundings and
advance refundings arc being deferred and amortized based upon the methods used to approximate
the mmtercst mcthod over the hife of the new bonds or the remaining term on any refunded bond,

whichever i1s shorter.

8 (Continucd)
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statcments

December 31, 1999 and 1998

()  Claims and Judgments

The RTA provides for losses resulting from claims and judgments, mnchuding  anticipated
incremental costs. A liability for such losses is reporicd when it is probable that a loss has
occurred and the amount can be reasonably estimated. Incurred but not reported claims have been
considered in determining the accrued liability,

(m) Deferred Revenue

Revenue collected more than one year in advance for advertising is deferred.

(n) Use of Estimates

Management of RTA has madc a number of estimates and assumptions relating to the reporting of
asscts and habilities to prepare these financial statements in conformity with gencrally accepted
accounting principles. Actual results could differ from those estimates,

(2) Cash and Investments

The RTA's cash and mvestments consisted of the following;

December 31, 1999 3 December 31, 1998
Restricted Unrestricted Restricted  _Unrestricted
Cash and moncy market $ 4474619 2,802012 811,743 038.944
Investments, at fair value-
U.S. Government Treasury
and Agency securitics 5,399 028 5,900 915 17.541.872 -
Certificates of deposit 463 438 - 452 633 -
5,863,416 - 17,994,505 -

—— _—— ——— O — — —— -, —-— U .

$  10.338,035 8,711,927 18 806,248 938,944

—— .

Actual cash in banks and certificates of deposit as of December 31, 1999 and 1998, for restricted and
unrestricted bank accounts, before outstanding checks and rcconciling ems, was $3,534.078 and
$2,327,051, respectively.  Of the total bank balances at December 31, 1999 and 1998, all amounts were
covered by federal depository insurance or by collateral held in the RTA's namc.

Investments arc held in the name of the RTA by its agent and arc classificd as category 1 1nvestments
under GASB 3 requirements.  Statutes anthorize the RTA 1o invest in direet Unitod States Treasury
obligations; bonds, dcbentures, notes or other indebtedness issued or guarantced by U.S. Government
Instrumentalities which are federally sponsored or federal agencies that arc backed by the full faith and
credit of the United States; short-term repurchase agrecments: and time certificates of deposit at financial
mstitutions, statc banks and national banks having their principal offices in Loutsiana.

Repurchasc agreements and securities purchased and sold during 1998 totaled $66,890.000; there were
no repurchase agreements purchased or sold during 1999

9 (Continucd)




REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 1999 and 19938

As of Deceember 31, 1999 and 1998, approximately $1,100,000 and $600,000 of restricted asscts was
pledged as collateral 1o the Lowisiana Office of Workman’s Compensation.

(3) Accounts Receivable

Accounts reccivable consist of the following as of December 31

1999 1998
Sales tax $ 8,784,569 7435329
Federal capital grants 3,783,003 3,390,971
Statc operating subsidy " 108,734 387,020
Passcnger (transpass and visitor) 871,159 682,504
Propcrty damage 168,241 153,697
Orlcans Parish School Board 734.521] 614 466
Kenner operating subsidy 302,895 184,703
Due from lcasc escrow 25,000 25.000
Other 363,972 703,070

15.232.094 13.576.760

].css allowance for uncollectible amounts (559.313) (276,557)

$  14,672.78] 13,300,203

(4) Property, Buildings and Equipment

A summary of changes 1 fixed assets follows:

January 1, December 31,
1999 —  Addiftions Deletions 1999
Land $ 9220312 - - 9220312
Buildings 86,021,417 - - 86,021,417
Equipment, primarnly
transportation vchicles 161,054,078 10,149,144 (4,905,840) 166,297 382
Furniture and fixturcs 16,398,851 - - 16,398,851
Construction in progress 7,930,631 5,695.438 (1,706,946) 11,919,123

280,625,289  15844,582  (6,612.786) 289,857,085

o B = e s N, 11

Accumulated depreciation

and armortization (79.505,460)  (17,847971) 4571125  (92,782,306)
$ 201,119,829 197,074,779
10 (Continued)
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REGIONAL TRANSIT AUTHORITY
Notes to Financtal Statements

December 31, 1999 and 1998

January 1, December 31,
1998  Additions Delctions 1998
lL.and $ 0.220.312 - - 0220312
Buildings 86,006,967 22,950 (8,500) 86,021,417
Equipment, primanly
transportation vchicles 129 958,717 52.002,287 (20.906.,920) 161,054,078
Furniture and fixturcs 16,374,998 23,853 - 16,398,851
Construction in progress 13,917,804 13.048.361 (19,035,534) 7.930,631

255,478,798 65097451  (39,950,960) 280,625,289

HIO0EE TreW =R -

Accumulated depreciation
and amortization (83,514,642)  (15,742,007) 19.751,189  (79,505,460)

e S T R T e e e

$

71,964,156 201,119,829

A

At Dcecember 31, 1999 and 1998, equipment mncludes transportation vehicles undcer capital lcase with a
nct book value of $38.766,845 and $34,634.141.

Construction in progress is composed of the following as of December 31, 1999:

Desire Cornidor $ 1,867,775
Canal Strect Corndor 8,565,975
Othcer 1,485,373

$  11,919123

—_— e e e Tl i

11 (Continucd)
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statcments

Deccember 31, 1999 and 1998

(5) Long-term Debt

L.ong-term debt consisted of the following as of December 31:

1998 Scrics, Sales Tax Refunding Bonds,
interest rates between 6.8% and 8%, duc
m annual  principal debt  service
requirements ranging from $915,000 to

$2,815,000, final payment due December
2013 $ 25,100,000 26,080,000

19901 Secries, Sales Tax Revenuc Bond,
interest rates between 5.5% and 6.3% on
current  infcrest  term  bonds, and
approximatc yiclds of 7% and 7.10% on
capital appreciation bonds, with annual
principal  debt  scrvice  reguirements
ranging from $348,633 to $1,500,000,
{inal payment duc December 2021 18,650,733 19,520,733

43,750,733 45,600,733

Plus unamortized premium 3,402,560 3.816.593
1.css current maturifics 1,970,000 1,850,000
Long-tcrm debt Iess current maturitics $ 45,183 302 47,507.326

In Scptember 1997, the RTA agreed to issue, not later than Docember 1, 1998, $26,080,000 in Sales Tax
Revenue Bonds, Scrics 1998A. The net proceceds of the 1998 A Refunding Bonds of $29,786,335 was
used 1o repay the principal and call premium on the outstanding 1988 Bonds and the anticipated costs of
issuance of $827,339. The remaining $2,357,396, representing the prescent valuc of the mterest savings
to the RTA, was rclcased to RTA in December 1997 upon execution of the Forward Bond Placement
agrcement. A deferred premmum of $2,918,093 was likewise recorded in December 1997 and was
amortized beginnmg in 1998 over the life of the Scries 1998 A Refunding Bonds.

The interest on the Serics 1998 A Refunding Bonds 1s due and payable on June I and December 1 of cach
vear through December 2013, The Series 1998A Refunding Bonds are secured by a pledge and lien upon
a portion of RTA’s onc cent sales revenuc (one-half of one percent upon rtems and scrvices subject to the
salcs tax). As a rcsult of the 1997 cffective date of this Forward Bond Placement Agreement, the 1988
bond debt service restricted assets had been relcased by RTA's trustee. Bond issuc costs were deferred
and arc being amortized over the life of the 1998A Refunding Bonds. The unamortized premium related
to the Scrics 1998 A Refunding Bonds was $3,402. 569 and $3,816,593 at December 31, 1999 and 1998,

Tespectively.
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 1999 and 1998

1991 Bond Series
On December 26, 1991, the RTA issued $23,215,733 1 Sales Tax Revenue Bonds, Senies 1991, These
bonds arc to be repaid over 30 years. The netl proceeds of $22,968,624 (after onginal issuc discount of
$103,661 and payment of $143.448 m underwriting fees and costs) received by the RTA on the sale of
the bonds were appliced as follows: (a) $19,193,382 was deposited i a reserve fund account designated
for capital projects, including, but not hmited to, the St. Charles facility renovation and restoration of
strectcars used on the St. Charles Avenue Strectear line, construction of maintenance facilities for the
Riverfront strectear line and the acquisition of buses; (b) $1,513,528 was deposited in a reserve fund for
payment of interest costs; (¢) $1,596,845 was deposited in a reserve fund account to satisfy the rescrve
fund reguirement of the bonds, and (d) the remaiming proceeds of $664,869 were used toward the
payment of issuance costs of the bonds,

The current interest and capital appreciation bonds are secured by a pledge and lien upon a portion of the
RTA's sales tax revenue (one-half of one percent upon the items and scrvices subject to the sales tax).
The intcrest on the current interest bonds 1s duc and payable on June ! and December 1 of each year
through December 1, 2004, The interest for the capital appreciation bonds 1s due and payable 1n serics 1n
2012. 2015 and 2021. Bond issue costs were deferred and are being amortized over the 30-year life of

the sales tax bonds.

In accordance with the requirements of the bond indentures, thc RTA maintains, with a designated
trustee, certain restricied assct bond accounts. The RTA 15 1n comphance with 1ts bond covenants as of

Dceember 31, 1999 and 1998,

Cross-Border Sales Leascback Agreement

In December 1994, the RTA entered mto a sales-lcaseback agreement for 73 buscs included in fixed
asscts. The icrm of the lease 1s for approximatcely seven years with a purchase option of $23,500 per bus
in March 2002. The purchasc option cost was mcluded n the financing arrangement. RTA anticipates
no liability with this agrecment.

13 (Continucd)




REGIONAL TRANSIT AUTHORITY

Notes to Financial Statements

Dccember 31, 1999 and 1998

Debt Service Requirements

TTT————— —

The following represents the debt service requirements for both the 1991 and the 1998 Bond issucs as of
December 3], 1999:

Total Total
___principal Interest

2000 | $ 1,970,000 2,666,568
2001 2,105,000 2,533,668
2002 2,245,000 2,389,443
2003 ) 2,405,000 2,233,313
2004 2,575,000 2,059,613
2005-2009 14,854 324 8,318,867
2010-2014 12,581,950 10,590,162
2015-2019 3,824,399 19,350,607
2020-2022 1,190,060 8.079 997

$ 43,750,733 58,222 238

Sales Tax Anticipation Note

In Scpteraber 1999, RTA entered into a sales tax anticipation notc arrangement for $5,000,000 with a
local bank to assist RT'A in mccting its operating requirements. ‘The note bares a fixed interest ratec of
4.40% and 1s collateralized by a pledge of sales tax collections. The sales tax anticipation note maturcs
in September 2000,

(6) Fund Equity
(a) Accumulated Deficit and Working Capital Deficir
As of December 31, 1999, the RTA’s accumulated deficit and working capttal deficit were
$54.,405,385 and $8,135,490, respectively.

The Authority’s Board of Commissions is committed to improving the financial condition of the
Authority, through both increasing revenues and decrecasmg expenses. A brief discussion of certain
of the steps the Authority is taking to accomplish these goals follows.

Revenues - In order to inerease oporating revenues and local match, the Authority has implemented
a farc increase and authonzed collection of a 1% tax on hotel and motel room charges.

Expenses - The RTA plans to reduce expenses through hcadway adjustments, administrative

position chimination and medical benefit plan changes. The medical bencfit plan changes arc
expected to occur by June 1, 2000,

The Authority is also examining individual route productivity and considering alternative methods
of dclivery of transportation services.

Also, the Authority is in the process of developing a long-term operating and capital plan to
provide 1t with alternative financing plans.

14 (Continucd)
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REGIONAL TRANSIT AUTHORITY
Notes o Financial Statcments

Dccember 31, 1999 and 1998

(b)  Contributed Capital

The following sumumarizes the changes m contributed capital accounts, nct of accumulated
amortization, as of and for the years ended December 31

l.ocal Federal
Government  Government Total

Balance at December 31, 1997, net $ 19,560,527 121,555,873 141,116,400
Capital grants earncd - 4 986,848 4 986,848
Transfer of depreciation on capital purchascs = J0748,208) (10.748.268)
Balance at December 31, 1998, net 19 560,527 115,794 453 135,354 980
Capital grants earned - 7,207,795 7,207,795
Transfer of depreciation on capital purchases - (13,405,510)  (13,405,510)

Balance at December 31, 1999, net $ 19560527 109,596,738 129,157,265

TMSEL Pension Plan

The RTA provides for the pension expense of TMSEL cmployees pursuant to the management contract.
Effcctive August 19, 1986, TMSEL recerved from the Internal Revenue Scrvice a favorable letter of
determination and approval of its defined benefit retirement income plan (the plan) covering substantially
all TMSEL employees. On QOctober 15, 1986, the RTA completed the transfer of pension fund assets
from NOPS! to TMSEL, as called for under the terms of the Transfer Agrecment between NOPSI and
the RTA. Nct pension plan assets transferred totaled $35,059,639 as of the actuanal valuation, dated

Jhunc 30, 19806, ncarcst the date of transfer.

All TMSEL and formcr NOPSI employees over the age of 21 (age 25, if hired prior to January 1, 1985)
arc chigible 1o participate i the Plan. Benefits vest after five years of benefit scrvice. Those members
who rctire at age 65 arc cntitled to annual retircment benchits for Iife i the amount equal to 1.5
(multiplicr) pereent (unless otherwise specified 1n the plan) of their five yvear average of compensation
times years of benefit service. The Plan also provides carly retirement, postponed retirement, and death
benefits.

Mcmbers of Amalgamatcd Transit Unmion (ATU) Division 1560, effective February 2, 1990, reccived a
“30 and Out” Pension Scrvice.  Effective Janwary 1, 1999, the TMSEL Pension Plan was amended to
inercase the multipher from 1.60% to 1.80% and to change the participation ehgible age from 25 to 2]
{or those employees hired prior {o Janvary 1, 1985, Effective January 1, 1999, the mwaltiphier was
increascd from 1.80% to 1.90%. To fund these benefits, the Members of ATU Division 1560 began
contributing 3.00% of their bi-weekly gross wages. As of Januvary 1, 1999, the total amount the
opcrators contributc to the Plan 1s 5.15% of total salary, which reflects the onginal 3.00% plus the
mmpact of the changes in the multiphicr and change in the age of participation.

Mcmbers of Amalgamated Transit Union 1611, effective Apri! 18, 1996, received “30 and Out™ Pension
Scrvice and contribute 2.45% of gross wagces.

15 (Continucd)
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December 31, 1999 and 1998

Mcmbers of International Brotherhood of Electrical Workers (IBEW) Local 1700-, effective March 21,
1996, received a “30 and Out” Pension Service and contribute 2.45% of gross wages. Effective July 1,
1998, thc Plan was amended, changing the participation age in the Plan from 25 to 2) for those
cmployces hired prior to January 1, 1985. To fund this benefit, the Members of IBEW Local Union
1700-4 contnbute 1.27% of gross wages. Since July 1, 1998, the 1otal amount the Members of IBEW
Local Union 1700-4 contribuic to the Plan i1s 3.72%. which represents the contribution of 2 45%, of gTOSS
wages for the 30 and Qut” Pension Service, plus the 1.27% of gross wages for changing the
participation age m the Plan from 2510 21.

TMSEL contributes such amounts as arc necessary 1o provide assets sufficient to meet the benefits to be
paid to Plan participants. The contributions of TMSEL and cligible employecs are madc in amounts.
determined by an enrolled actuary, sufficicnt to fund the Plan's current service cost plus amortization of
any unfunded amounts over 25 years.

The following tablc sets forth the plan's funded status and amounts recognized in the Authority's balancc
sheets duc to TMSEL as of December 31 |

1999 1998
Actuanal present value of benefit
obligation:
Vested benefit obligation $ 83915029 72,490,180
Nonvested bencfit obligation 9,878,056 6,267,065
Accumulated benefit obligation 03,793,085 78.757.245
Liffect of projected future compensation
Levels 21982174 20,312,908
Projected  benefit  obligation for
service rendered 1o date 115,775,259 96 (370,153
Plan assets at fair valuc 102,223 000 97,562,000
Ixcess (deficiency) i plan  asscts
ovcr projected bencefit obligation (13,552,259) (1,508,153)
Unrecognized prior service cost 13,091,915 5,173,895
Unrecognized nct loss from past
expertence different from that assumed (3,162.577 (1,353,565)
Unrecognized nel assct (546,675) __(630,650)

Accruced pension cost 3 ___(4.169.546)  (318.473)
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Net periodic pension cost included the following components for the years ended December 31 and are as
follows:

1999 1998

Service cost - benefits carned during

the period $ 2,814,492 2,256,609
Intcrest cost on projected benefit

obligation 8.156,123 0,470,942
Actual rcturn on plan asscts {6.914.600) (4,150.237)
Net amortization and deferral 30508 (2.589.707)

Net peniodic pension cost prior 10
change in estimatc $ _ 4&495%5231 1,987,607

The most recent projected pension benefit obligation was computed based on the actuarial valuation
performed as of Janvary 1, 1999, Significant actuarial assumptions of 1998 uscd i the valuation
include (a) a rate of return on the investment of present and future assets of 7.5% per year compoundced
annually, (b) a discount rate of 7.25%, and (c) projected salary increases including an inflation
component of 4.25%. At the August 20, 1999 Board of Trustecs meeting, the Plan’s Board approved the
change in the Plan’s investment assumptions from 7.5% to 8.0%, effcctive lanuary 1, 1998, as a result of
the Plan’s financial experience.  This assumption change umpacted the previously reported January 1,
1999 Plan financial statcments requiring an employer contribution for 1998 of $644,400, instcad of the
previously reported employer contribution amount of approximately $3,500,000.  This change 1n
cstimated has been inclhuded in the 1999 financial statements.

TMSIEL. funds actuarially dctermined pension costs when accrued.  Any unfunded actuarnal accrued
liability is amortized over twenty-five years. Pension expense, which 1s included in labor and fringe
bencfits cxpensc, was ($718,737) and $4.241,044 in 1999 and 1998, respectively.  The significant
actuarial assumptions used to compute the actuarially determined contribution requirements arc the same
as those used to compute the projected pension benefit obligation as desenibed above.

As of Dccember 31, 1999, the ERISA funding requirement for the plan ycar 1999 of approximately
$2.867.000 15 included 1n amounts duc to TMSEL on the balance sheet.

Other Post Employment Retirement Benefits

NQPS! Retiree Employees

As part of the Transfer Agreement among thc RTA, NOPSI and the City, the RTA, through TMSEL,
began providing benefits for health care and life insurance to retired and disabled transit employces of
NOPSI. In addition, thc RTA assumed lability for bencfits payable to thosc employecs who retired or
became disabled prior to July 1, 1983, On luly 1, 1983, the actuarially determined present value of such
bencfits was approximately $24,000,000. A preliminary actuarial valuvation, performed i 1991,
indicated that the present valuce of future benefits, as of December 31, 1991, was $20,500,000. In
considcration for thc assumption of liability under the terms of the Employec and Retiree Pension
Benefits Agreement (the Agrecment), NOPSI and the City of New Orlcans agreed to reimburse the RTA
for futurc hcalth carc and lhifc surance claims of rctired and disabled transit cmployees of NOPSI m
amounts of $13,000,000 and $11,000,000, respectively, plus an interest factor of 9%,

17 (Continued)
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Also, NOPSI paid $7,330,000 to the RTA for indemnification aganst any unforeseen losscs arising from
the transaction, and this amount has been reflected by the RTA as employee benefits payable on behalf of
TMSEL and former NOPSI employees.

TMSLEL Retirees

The RTA. pursvant to the TMSEL management contract, underwrites benefits for health care and life
imsurance to TMSEL retirecs who were NOPSI transit employecs prior to July 1, 1983, These
cmployecs retain full retirement benefits under the plan.  All other employces of TMSEL are not cligible
to receive post-retirement health and life msurance under the plan benefits. The health carce plan i1s sclf-
insurcd and is financed on a pay-as-you-go-basis. During 1999 and 1998, total TMSEL expensc relating
to the above plan for retirees was $723.735 and $1,116,898, respectively. As of December 31, 1999, no
actuarial evaluation of the plan has been performed.

Commitments and Contingencies

(a) Operating Leases

The RTA 1s obligated under various opcrating leascs for office and storage space. The opcerating
Jcascs contain renewal options for varying periods at equal or increased annual rentals.

Futurc opcrating lcase payments for the five years following December 31, 1999 are as follows:

2000 $ 350,844
2001 297,294
2002 297.294
2003 297,294
2004 297,294

Total lcasc and rental payments for the years ended December 31, 1999 and 1998 were $358,625
and $188,358, respectively.

(b) Capital Leases

The RTA has entered into a lease agreement to acquire 175 buscs. As of December 31, 1999, the
RTA has received the 175 buses. The term of the lease 1s 12 ycars. The lease 1s recorded at the
present value of the future mimmum lease payments as of the datc of inception. The lease 1s
payable over 12 years, with the last payment due on May 1, 2010, Semiannual payments arc
$2.999.462 with a balloon payment of $7.554,336 duc on May 1, 2010. The RTA 1s reimbursed
for 80% of its lcase payments by federal grants from the Federal Transit Administration. The
reimbursements are included as federal subsidy revenuc to the extent of 80% of the interest expense
on the capitalized lease; the remainder 1s credited to contributed capital. The intercst rate on the
capital feasc 15 6.97%.

(Continued)
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The following is a schedule of future minimum lcase payments under the capital lcase and the
present value of the net minimum lease payments as of December 31, 1999

Present
value of Total
minimuin minimum
lease lease
__payments Interest _payments
2000 $ 2,815,374 3,183,550 5,908,924
2001 3,015,025 2,983,899 5,998,924
2002 1 3,228,834 2,770,090 3,998,924
2003 3,457,805 2,541,119 5,998,924
2004 3,703,013 2,295,911 3,998,924
20052009 22,346,845 11477775 29,994 620
Thercafter 7,299,932 254,403 7,554,336
46,366,828
1.¢ss current portion - 2815374
].ong-tcrm portion $ 43,551,454

(c) Contingencies

The RTA receives financial assistance dircctly from Federal agencies which are subject to audit
and final acceptance by these agencics. In the opinion of management, amounts that might be
subject to disallowancce upon final audit, 1f any, would not have a matcrial effect on the RTA's
financial position.

()  Grant Commitments

As of December 31, 1999 and 1998, the RTA i1s commutted to using carnings to fund local
matching requircments under grants for which a contractual obligation existed at the end of cach
vear. The outstanding federal sharc of grants at Dccember 31, 1999 and 1998 totals
approximately $50,000,000 and $39,000,000, respectively, and requircs comnutments of local
matching funds totaling approximately $13,613,086 and $7,926,589, respectively.

(10) Seclf-insurance and Legal Claims

The RTA is exposcd to various risks of loss rclated to torts, damage to and destruction of asscts, crrors
and omissions, injurics 1o TMSEL cmployces and natural disasters. The RTA is self-insurcd for gencral
liability claims up to $1,000,000 prior to April 1, 1996 and $2,000,000 thereatler; commercial insurance
for general hability covers annual claims in excess of up to $14,000,000 prior to April 1, 1996 and
$10.000.000 thereafter.  Scttled claims have not exceeded this commercial coverage m any of the past
four fiscal ycars. Pursvant to the TMSEL management contract, RTA rcimburses TMSEL for its
cmployces' workers’ compensation and health care claims. Claim expenses and habilities are reported
when 1t is probable that the loss has occurred and the amount of the loss can be reasonably cstimated.
These losses include an estimate of claims that have been incurred but not reporied.

(Continued)
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At December 31, 1999 and 1998, $19,230,716 and $17,423,442, respectively, of accrucd gencral
hability and small clamm cstimates were recorded to cover such claims. The accruals, which arc based
upon cxpenence with previous claims, the advice of counsel, and actuarial evaluation are, in the opinion
of management, sufficient to provide for all probable and reasonably cstimable claims liabilities at

Dccember 31, 1999 and 1998
Changes in legal and small claims hiability during the vears ended December 31 were as follows:

Current year

Beginning claims and
of year changes in Ciaim Balance at
___liabibty _estimates ___payments ___year end
1997 $ 17,201,085 3,220,551 (4,521,337) 15,900,279
1998 15,900,279 4,718,798 (3.195,635) 17,423,442
1999 17,423,447 7,529,305 (5,722,031 19,230,716

Restricted assets 1 the amgunt'ﬁf $4,638,241 and $1,931,193 at December 31, 1999 and 1998,
respectively, are available to fund current portions of the aforementioned accrued liabilitics.

TMSEL’s self-insured reserves for workers’ compensation and health benefits are included in amounts
duc to TMSEL on the balance sheets and total $9,023,872 and $9,195,853 as of December 31, 1999 and
1998, respectively.

Management Fees and Other Reimbursed Expenditures

Through the competitive procurement process, a new five-ycar contract between the RTA and METRO
became effective November 1, 1997 METRO is 1o provide management and supervision of the transit
system s opcrations. Management fecs, reimbursement of expenscs and expenses ncluding professional
consulting scrvices paid under the current contract to METRO for the years ended December 31, 1999
and 1998 were §1,038,559 and $1,258,4006, respectively. A portion of these expensces related to capital
ilems are capitalized.

Related Parties

The RTA has a standing agreement with the City of New Orleans to provide mutually beneficial scrvices
(interagency agreement). The RTA offset $1,200,000 in police and other services provided by the City
against rclated receivables in 1999 and 1998.

20 (Contimucd)
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The members of the Board of Commuissioners were paid a per dicm for the attendance at board mectings
in calendar years 1999 and 1998 and arc also reimbursed for out-of-pocket cxpenses resulting from their
participation in RTA activitics. The amounts received by cach Commussioner for the ycars ended
December 31, 1999 and 1998 were as follows:

Expense
_Per Diem Reimbursement Total
1999:

Danicl Alfortish $ 825 793 1,618
Charlotte Burnell 825 - 825
Denms DiMarco 600 - 600
Ronald Gardner 900 - 900
Connic Goodly - - -
Earlinc Roth 900 - 00
Dana Pccorara 150 - 150
Robert Tucker - - 3,795 3,795

$ 4200 4588 8,788

Expense
Per Diem Remmbursement Total
|

Damecl Alfortish $ 825 706 1 53]
Charlottc Burncl] 750 1,766 2.516
Denmis DiMarco 825 3,815 4,640
Ronald Gardner 600 - 600
Nat Lacour 600 1.577 2,177
Earling Roth 825 3,493 4318
Robert Tucker - 1626 1,626

$ 4,425 12,983 ~ 17,408

sler—
[— ]

(13) Rate Increase and Memorandum of Understanding

(14)

Effcctive September 19, 1999, the RTA and the City Council of the City of New Orleans entered nto a
Mecemorandum of Understanding whereby the Council granted a $.25 ratc increase in the basic fares of the
RTA and the RTA implemented a service and cost reduction plan. In accordance with the Memorandum,
thc RTA must request by August 15, 2000 any extension of the rate increasc beyond December 31, 2000,

Prior Period Adjustment

The financial statements for 1998 have been restated for the effect of $1,658,190 of other operating
revenuc recognized m 1997 which was refunded under the terms of the trust fund release agreement
rclating to the 1991 Bonds.

(Continued)
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Balancc at
December 31, 1997

Capital grants carned

Net loss

Transfer of
depreciation on
contnbuted
capital purchascs

Balance at
December 31, 1998

Caputal grants carned

Nct loss

Transfer of
depreciation on
contributed

capital purchascs

Balance at
Dccember 31, 1999

$

REGIONAL TRANSIT AUTHORITY

Schedule of Changes in Fund Equity

Accumulated
Defhcit-
Reserved and
Unreserved

(41,611,799)

(21,880,807)

10,748,268

For the ycars ended December 31, 1999 and 1998

(52,744 338)

(15,066,557)

13,405,510

(54,405,385)

Net Net
Contributed Contributed
Capital - Capital -
L.ocal Federal
{(overnment Government
19.560.527 121,555,873
- 4,986,848
- (10,748,268)
19,560,527 115,794,453
. 7.207.795
- (13,405.510)
19,560,527 109,596,738

Sce accompanying independent auditors' report.

Schedule 1

Total

09 504,60

4,986,848

(21,880.807)

82,610,642
7,207,795

(15,066,557

——-—

74,751 880
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Posticthwaitie & Nellerville | | Pf(‘ 3

A Professionol Accounting Corporalion - LEGI fi ]
Mttt Sy A ,
2324 Severn Avenue, Suite A ¢ Metoiric, Lovisiona 70001-1977 2003 J{,};

Telephone (504} 837-5990 - FAX {504) 834-360%

WA pﬂCpﬂ.EDl’ﬂ

REPORT ON COMPLIANCE AND ON INTERNAL C ONTROL OVER FINANCIAL REPORTING

T T R TR R A

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WI'Tl]

GOVERNMENT AUDITING STANDARDS

The Board of Commissioners
Regional Transit Authority
New Orleans, Louisiana::

We have audited the financial statements of the Regional Transit Authority (the RTA) as of and for the
year ended December 31, 1999, and have issued our report thercon dated May 19, 2000, which was
unqualified. 'We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Audifing Standards, 1ssued by the
Comptroller General of the United States,

As part of obtaining rcasonable assurance about whether the Authority’s financial statements are free of
matcrial misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, noncompliance with which could have a direct and matcrial cffect on the
determination of finanaal statement amounts. However, providing an opmion on compliance with thosc
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no mstances of noncomphance 1hat are required to be reported under
Government Auditing Standards.

Internal Control Over Financial Reporting

In plamning and performimg our audit we considered the Authority’s internal control over financial reporting
in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not 1o provide assurance on the intcrnal control over financial reporting. Qur consideration
of thc mternal control over financial reporting would not necessarily disclose all matters in the internai
control over financial reporting that might be material weaknesses. A material weakness 1s a condition n
which the design or operation of one or more of the internal contro! components docs not reduce to a
rclatively low level the risk that misstatements in amounts that would be material in refation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we cmmdcl 10 be material weaknesses. However, we noted other

Y-

Baton Rouge * Donaldsonville « Gonzales + New Orleans + $t. Francisviile
Associated Offices in Principal Cities of the United Stotes



matters involving the internal control over financial reporting, which we have reported to management of
thec RTA 1n a scparate letler dated May 19, 2000

This report 1s intended solely for the information and use of the Board of Commissioners, management and
the State of Louisiana Legislative Auditor’s Office and 1s not intended to be and should not be used by
anyonc other than these specified parties.

oot Vil v reri

May 19, 2000
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@ CURTIS A. MORET 616 GIROD STREET, SUITE 100S
CERTIFIED PUBLIC ACCOUNTANT NEW ORLEANS, LOUISIANA 70130
(504) 523-1028

INDEPENDENT AUDITOR’S REPORT ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

| To the Board of Commissioners
Regional Transit Authority

I have audited the accompanying Schedule of Expenditures of Federal Awards of the
Regional Transit Authority (the RTA) for the year ended December 31, 1999, This
Schedule of Expenditures of Federal Awards is the responsibility of the management of
the RTA. My responsibility is to express an opinion on this Schedule of Expenditures of
Federal Awards based on my audit. The accompanying Schedule of Expenditures of
Federal Awards is a supplementary schedule and is not a part of the RTA’s general
purpose financial statements. Those statements were audited by other auditors whose
report has been furnished to me; and in my opinion, insofar as 1t relates to the amounts
included from the general purpose financial statements, is based solely on the report of the

other auditors.

I conducted my audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards,

issned by the Comptroller General of the United States. Those standards require that |
plan and perform the audit to obtain reasonable assurance about whether the Schedule of

Expenditures of Federal Awards is free of material misstatement. An audit includes
examining, on a test basits, evidence supporting the amounts and disclosures in the
Schedule of Expenditures of Federal Awards. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. 1 believe that my audit provides a

reasonable basis for my opinton.

My audit was conducted for the purpose of forming an opinton on the Schedule of
Expenditures of Federal Awards of the RTA taken as a whole. This Schedule of
Expenditures of Federal Awards is not a required part of the RTA’s general purpose
| financial statements and 1s presented for the purpose of additional analysis as required by
U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations and, 1n my opinion, based on my audit and
the report of other auditors, the Schedule of Expenditures of Federal Awards is fairly
presented, in all material respects in relation to the general purpose financial statements

taken as a whole.

(otos AW &

Curtis A. Moret
April 13, 2000




FEDERAL

GRANTOR/ FEDERAL

PROGRAM CFDA

TITLE

NUMBER

DEPARTMENT OF
TRANSPORTATION

FEDERAL
TRANSIT

ADMINISTRATION

{(FTA)

Capital Improvement

Grants:

20-500
20-500
20-500
20-500
20-500
20-500
20-500
20-500

20-500
20-500

20-500

20-500
20-500

20-500
20-500

Capital and Operating
Assistance Grants;

20-507
20-507

20-507

20-507
20-507
20-507

20-507

L

REGIONAL TRANSIT AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 19389

FEDERAL

SHARE OF
GRANT TOTAL GRANT FEDERAL FEDERAL GRANT
CONTRACT AUTHORIZED RECEIVABLE  SHARE OF FUNDS RECEIVABLE
NUMBER AMOUNT AT 12/31/98 EXPENDITURES RECEIVED ADJUSTMENTS AT 12/31/99
LA-03-0049 18,600,000 10,081 i 27,878 17,597 :
LA-03-0052 9,643,943 2,073 6,329 6,054 (784) 1,564
LA-03-0053 2,000,000 22,382 64,125 60,122 26,385
LA-03-0054 14,235,000 3,070 : 3,070
LA-03-0055 2,354,728 37,137 . (2,890) (36,048) 3,079
{ A-03-0056 2,043,618 51,479 95,166 05,146 (51,499) -
LA-03-0060 2,720,085 26,048 (17,868) 21,703 14,523
LA-03-0061 3,763,200 155,841 139,177 214,508 (80,510)
L A-03-0062 1,970,462 4,423 2,638 2,639 (4,422) .
LA-03-0070 2,125,226 240 (1) i (239)
LA-03-0071 2,000,000 (10,900) 60,406 (17,182) 3,339 70,027
LA-03-0072 12,674,702 764,889 3,016,927 2,069,932 50,060 1,761,944
LA-03-0074 1,986,046 505,611 253,460 1,163,897 577,903 173,077
LA-03-0078 851,190 4,832 289,329 408,275 172,800 58,686
LA-03-0079 2,977,500 : 4,104,904 6,091,450 2576627 592,081

80,845,700 1,576,406 8,014,592 10,141,532 3,240,447 2,689,913
LA-26-7000 240,000 49,008 49,510 57,877 i 40,641
LA-90-0154 9,580,295 123,442 i 43,303 1,047 81,186
LA-90-0161 3,520,000 864 : : : 864
LA-90-0171 2,505,000 26,825 31,499 6,503 : 51,731
LA-90-2171 620,000 131,330 21,579 50,648 (8,489) 93,772
LA-90-0186 7,552,000 1,349,006 1,381,591 648,801 (1,989,461) 92,335
|LA-90-2186 460,000 3,551 25,130 20,130 : 8,551

The accompanying notes are an integral part of this schedule.,
.




REGIONAL TRANSIT AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 1999

FEDERAL
FEDERAL SHARE OF
GRANTOR/ FEDERAL  GRANT TOTAL GRANT FEDERAL FEDERAL GRANT
PROGRAM CFDA CONTRACT AUTHORIZED RECEIVABLE  SHARE OF FUNDS RECEIVABLE
TITLE ~ NUMBER NUMBER AMOUNT AT 12/31/98 EXPENDITURES RECEIVED ADJUSTMENTS AT 12/31/99
20-507  LA-90-2197 680,000 4,769 30,636 34,030 7.820 9,195
20-507  LA-90-0197 8,089,236 . 6,803,434 5,408,946 (1,087,279) 307,209
20-507  LA-80-0210 10,417,800 : 795,109 762,778 : 32,331
20-507  LA-90-2210 97,600 : 6,921 17,695 17,696 6.922
20-507  LA-90-2154 40,000 22,351 : : : 22,351
20-507  LA-90-2161 200,000 1,552 840 839 : 1,553
20-507  LA-90-0113 13,614,750 99,028 444,504 201,924 : 341,608
20-507  LA-90-0103 2,683,148 2,839 - . - 2,839
60,299,829 1,814,565 9,590,753 _ 7.253564 _  (3,058,666) 1,093,088
141145520 __ 3.390.971 17,605,345 _ 17.395.096 181781 __3.783.001

The accompanying notes are an integral part of this schedule.

-3-




REGIONAL TRANSIT AUTHORITY
Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 1999

NOTE 1- Summary of Significant Accounting Policies

The Schedule of Expenditures of Federal Awards for the Regional Transit Authority of
New Orlecans, Louisiana (RTA) has been prepared on the accrual basis in accordance with
generally accepted accounting principles. The major programs of the RTA are the Federal
Transit Capital Improvement Grants and the Federal Transit Capital and Operating

Assistance Grants.

NOTE 2- Adjustments

The adjustments primarily represent expenditures made by the RTA which were recorded
as recelvables 1n current and prior years, but not reimbursed by the kederal Transit

Admintstration (FTA). Additonally, similar project costs have been transferred between
various grants.



@; CURTIS A. MORET 616 GIROD STREET SUITE 100S
CERTIFIED PUBLIC ACCOUNTANT NEW ORLEANS, LOUISIANA 70130

' (504) 523-1028

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO MAJOR FEDERAL FINANCIAL
ASSISTANCE
PROGRAMS AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Commissioners
Regional Transit Authority

I have audited the Schedule of Expenditures of Federal Awards of the Regional Transit
Authority (the RTA) for the year ended December 31, 1999, and have 1ssued my report
thereon dated April 13, 2000. The general purpose financial statements were audited by
other auditors whose report thereon has been furnished to me, and my opinion expressed
herein, insofar as it relates to the general purpose financial statements, is solely based on

the report of other auditors.

Compliance

I have audited the compliance of the RTA 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 December 31, 1999, The RTA’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 1s the responsibility of the RTA’s
management. My responsibility 1s to express an opinion on the RTA’s compliance based
on my audit.

] conducted my audit in accordance with generally accepted auditing standards; the
standards applicable to financial audits contained in Government Auditing Standards,
1ssued by the Comptroller General of the United States; and OMB Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that I 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 RTA’s comphance with those
requirements and performing such other procedures as 1 considered necessary in the
circumstances. 1 believe that my audit provides a reasonable basis for my opinion. My
audit does not provide a legal determination of the RTA’s comphance with those
requirements,

_5.




In my opimion, the RTA complied, in all material respects, with the requirements referred
to above that are applhicable to each of its major federal programs for the yecar ended
December 31, 1999, However, the results of my auditing procedures disclosed instances
of non-compliance with those requirements, which are required to be reported in
accordance with OMB Circular A-133 and which are described In the accompanying
schedule of findings and questioned costs.

Interpal Control Over Compliance

The management of RTA is responsible for ¢stablishing and maintaining effective internal
control over comphance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing my audit, 1 considered the
RTA’s internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine my auditing procedures
for the purpose of expressing my opinion on compliance and to test and report on internal
control over compliance in accordance with OMB Circular A-133.

My consideration of the internal control over compliance would not neccssarily disclose all
matlers in the internal control that might be material weaknesses. A material weakness is
a condition In which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that would be material
in relation to a major federal program being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions.
I noted no matters involving the internal control over compliance and its operation that 1
consider to be material weaknesses.

This report 1s intended for the information of the audit committee, management and
federal awarding agencies and pass-through entities. However, this report is a matter of
public record and its distribution i1s not limited.

Curtis A. Moret
April 13, 2000




REGIONAL TRANSIT AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
DECEMBER 31, 1999

Summary of Auditor’s Results:

Federal Awards

Internal control over major programs:
Material weaknesses identified No

Reportable conditions identified

not considered to be material
weaknesses None reported

Type of auditor’s report 1ssued on
compliance for major programs, Unqualified

Any audit findings disclosed that are
required to be reported in accordance
with Circular A-133, Section .510(a) Yes

Major prograins Federal Transit Capital
and Operating
Asststance Grants
CFDA number 20-507:
Federal Transit Capital
Improvement Grants CFDA
number 20-500

Dollar threshold used to distinquish
between Type A and Type B prograins $528,160

Auditee qualified as low risk auditee Yes
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REGIONAL TRANSIT AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

Program/Requirements

Federal Transit Capital
improvement Grant CFDA
Number 20-500; Federal
Transit Capital and
Operating Assistance
Grants CFDA Number
20-507

DECEMBER 31, 1999

Questioned

Findings/Noncompliance

During 1999, the RTA requested
reimbursement for indirect cost
and fringe benefit cost incurred
with respect to allowable labor
costs. However, the RTA
determined the amount of
indirect and fringe benefit costs
based on rates computed using
1997 financial data.

I recommend that the RTA update
its indirect and fringe benefit cost
rate on a timely basis 1o insure that
the proper charges are being
submitted to the FTA.

Costs

-0-



REGIONAL TRANSIT AUTHORITY
SCHEDULE OF EFINDINGS AND QUESTIONED COSTS (CONTINUED)
DECEMBER 31, 1999

Status of prior vear findings

There were no prior year findings.



RTA
CORRECTIVE ACTION PLAN
TO A-133 AUDIT

RTA is currently assessing its indirect and fringe benefit costs and will adjust the rates currently being
used as needed. In addition, future updates will be requested when considered necessary.
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Mayv 19, 2000

Board of Commissioners

Regional Traunsit Authonty

6700 Plaza Drive

New Orleans, Loutsiana 70127-2677

Deat Commuissioners:

We have audited the financial statements of the Regional Transit Authority (RTA) for the year ended December
31, 1999, and have issued our report thereon dated May 19, 2000, In planning and performing our audit of the
financial statements of the RTA, we considered the RTA s internal control in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance
on internal control. We have not considered internal control since the date of our repoit.

During, our audit we noted certain matters involving internal control and other operational matters that are
presented for your consideration.  These comments and recommendations, all of which have been discussed
with the appropriatc members of management, are intended to improve internal control or result m other
operating cfficiencies and are summarized in Appendix A Appendix B contains a list of the status of prior
vear comments. Appendix € contains management’s response to the comments and recommendations which
were summarized in Appendix A

Our audit procedures are designed primarily to enable us to form an opimon on the financial statements and,
therefore. may not bring to light all weaknesses in policies or procedures that may exist. We aim, however, to
use our knowledge of RTA's organization gained during our work to make comments and suggestions that we
hopc will be useful to yvou. |

We would be pleased to discuss these commients and recommendations with you at any tunce,

This report ts intended solely for the information and use of the Board of Comnussioners. the Loutstana
I.ceislative Auditor’s Office, federal and state grantors, management, and others within the RTA.

Very iruly yours,

(e ool

Boton Rouge - Donaldsonville - Gonzoles = New Orleans - St. Froncisville
Associafed Offices in Principal Cities of the United States



—_— —_— — — - .

Appendix A

CURRENT YEAR MANAGEMENT LETTER COMMENTS

RECEIVABLES

The RTA has numerous receivables from various sources of revenues and/or reimbursements.  The data and
colleccon/follow-up processes vary by the nature of the receivable.  Some of the data from the souree
department 1s reviewed and momitored: others arc not. To cnsure that the source departments are accountable
for follow-up on dehnquent accounts and completencss of the data, the RTA should review the flow of cach
rccetvable category to determine if improvements should be made to mcrease cash flow, cfficiency of processing
and effectivencss of monitaring,

HEALTH INSURANCE

As part of the implementation of a new health msurance plan, RTA employees were required to be recertified.
To date. significant variances  enrollment data has been indicated. RTA should investigate unusual changes
and determine if amounts have been properly claimed by the employec in prior vears.

PAYABLES

Vartous RTA departments submit invoices and bills for processing by the Accounting Department for review
and pavment.  Dolays have occurred m the information flowing to the Accounting Department. RTA should
review the accumulation process to determine improvements that can be made (o more thnely obtain pavment
information from 1is depariments, thereby maintaimng a more accurate payment listing.

In addition. the general ledger account used to record advances should be reviewed and updated as necessary.
Scveral old transactions exist which should be mvestigated. adjusted as necessary and monitored.

INVESTMENTS
The mvestiments of RTA are reconciled o the gencral ledger primarily at the end of the year. We recommend
that investments be reconctled at least quarterly to ensure proper recording of transactions and market value as
appropriate,
INSURANCE RESERVES
Sumlar 1o anvestments, reserves for health. legal. small claims and workers™ compensation are primarly

recorded during the vear-end close out process. We recommend that these reserves be analvzed and adjusted at
keast quarterly, because of the severity of fluctuation that may occur during the year,




Appendix B

DISPOSITION OF PRIOR YEARS MANAGEMENT LETTER COMMENTS

PRIOR YEARS
RECOMMENDATION

——— — "

Self-Insured Reserves

As part of the current year financial
statement audit. we noted the following:

o third-parly administrator’s report for
January  was  not  complete.  wiath
significant  changes  occurrmg  1n
February and March of 1998

s reporting naccuracies that resulted n
reporting issues for litigated claims,
vear-to-date activity and cumulative
claim listory,

o signed copy of the contract with the
workers™  compensation  third-party
adimnustrator could not be located. and

e« small claim payvment documcentation

was  not  always  present, such  as
signature on - scttiement  {forms,
settlement check copies. signed
relcases.  and  reserve  support

documeniation.

In addition, with increased rescrve sctting,
awthonty. the lLegal department shouid
retain the final documentation on reserve
SUpport. These  matters should  be
followed-up by management to ensure that
the documentation procedures are being
followed.

In addition. we recommend that third-party
admpmnstiator reserves be reviewed monthly
to determine the completeness of reserves
and mvestigatc unusual changes and/or
amounts.

MANAGEMENT

RESPONSE STATUS
Concur Resolved
(._?Dldlﬁll I RESOIVCd
Concury Resolved
Concur Resolved

‘ Resolved
Concur

‘ In-Process
Concui

COMMENT

—_—r .

e This was an 1solated incident
1008 winch occurred because
the Third Party Admnustrator
made  reserve  changes  without
consulting RTA/FTMSEL . This
problem no longer exasts,  Thag
was an 1solated imaident.

e This problem was corrected n
1998, The litigated claim report
for 1999 was accuratc.

o Presently, there 15 a  signed
contract with Crecative Risk.
This contract cxpired 10/99.
Since then, 3 month extensions
have been signed and tssucd

e Management has 1 place a
pertocic  review  process 1o
identify and  correct  thesc
deficiencies. Actions are still
place.

Documemation  for  legal  casc

rescrves 18 kept in the master file in

the lLegal Department. [ndividual
leeal  files  also nclude  reserve
imformation.  This practice 1s still

being followed.

Reserves had not been  set on
Worker's Comp files. Presently, the
TPA & reviewing files for reserve
sctimg.
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PRIOR YEARS'
RECOMMENDATION

Investnents and Cash

As noted in prior vears, reconcihation of
mvestment  documentation to the gencral
lcdeer 1s not occurring routinely during the
vear, We recommiend the following:

rcecipt of all bank statements and
trustee statements by the Accounting
Department  first, with copies being
forwarded within a reasonable time
period to the Treasurer;

receipt of all supporting bank notices
by the Accounting Dcpartment for
rccording transactions on the genceral
ledger,

recording of accrued nterest on a
periodic basts during the year:

review of all NSF and other bank
chargcs on all bank accounts for cause
of msufficicnt funds and develop
procedures to reduce the incurrence of
such charges:

reconciltation of all TMSEL and RTA
bank accounts withm 30 days aficr
month-end, and

MANAGEMENT
RESPONSE STATUS
Concur Implemented
Concur Implemented
Conour Implemenicd
Concur Implemented
Concur Implemented

COMMENT
DISPOSITION

——— e w—

On a monthly basis, all bank and
trustcc  statements  arc  forwarded
directly  to  thc  Accounting
Department and required copics arg
provided to the Treasurcr  Ths
practice 1§ stul performed.

All supporting bank notices arc
forwarded to thc  Accounting
Dcpartment  for  recordation  of

transactions m the general ledeer.
This practice 1s still performed.

Begovung  in 1999 the  trust
statcinents reflecting  accrued

mterest were forwarded dircctly to
the Accounting Departiment.

In 1999, bank transfcrs to cover
payrolls and transfers to  fund
manual checks between pay periods
were made timely.

The Accounting Dcpartment  has
automated the reconcihation  of
TMSEL and RTA bank accounts
and will complete reconcilhations
within 30 days after month-end.
Furthermore, thc  Accounting
Dcepartment has  provided  the
Treasurer with copies of all bank
reconcliiations.
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PRIOR YEARS®
RECOMMENDATION

o preparation of a monthly cash and
investment report by Accounting {o be
submitted to the Treasurcr for lus
review and approval. Because of the
volume of activity m these accounts.
we recommend that investments and
all cash accounts be balanced mouthly
and the Internal Audit Department
review the reconciliation process on a
test-basts duning the year.

Financial Statement Adjustments

Over thirty adjustments were posted by
RTA after the trial balance was closed for
December 31, 1997 To reduce ths large
volume of adjustments and to ensurc moie
accurale fimancial information on a timely
basis during the vear. we recommend.

« rceonciliatton of all balance sheut
accounts 1o supporting documentation
on a monthly basis;

» review  of  reconciliations
supcervisors on a timely basis:

by

[

o providing for known and cxpected
cvents on a  monthly basis (c.g..
pension  accruals, unusual htigation
changes. et¢.). and

*  documcnicd  analyviical  review  of
balance sheets on a quarterly basts and
of the mcome statements on a monthly
basts.

The rccommicndations should be
considered by the Board and management
and may require additional cfforts and/or
morc expenenced staff, However, these or
simtlar changes would provide the Board
and  management  with more  accurale
interim data.

MANAGEMENT
RESPONSE STATUS
Concur In-Process

Concur

Implemented

COMMENT
DISPOSITION

In 1999, schedules were prepared
to indicate the allocation and break
down of funds transferred. These
schedules  woare agreed to the
acthvily 1 the  genceral  ledger
However, monthly schedules need
to bc devcloped 1o reconcile
outstanding  mmvestment  balance
between Treasurer’s schedules and
the general ledger.

There were fourtcen adjustments
posted to the RTA trial balance

for 1999 after tnal balances were
closed. The Accounting department
lacks two supcrvisory  positions

which arc crucial in the review
process  of monthly account
reconciliations.

Five of the additional postings for
1998 were  adjustments  resulting
from information available after the
trial balancc closed
Therctore. they will continue to be
posted 1 this manncr. There have
been significant improvements by
thc Accountuing staff to record as
many  known  adjustments  as
possible so that the number of
adjiustments posted afier the tnal
balance closcs 1s very minimal.

Was
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Internal Audit
During 1997, Internal Audit 1ssued several
reports  on  various  subjects  including,
personinei. iventory, consiruction
pavments,  grant  compliance.  claims
documentation,  Imvestments,  MMSUrance
matters and other excellent topics. These

reports identificd several corrective actions
and numerous recommendations.

These reports provided recommendations
that arc of benefit to RTA. We
rccommend that a monthly report be 1ssucd
by the respective departments as to the
status of thar resolution of the 1ssucs
identified  with  deadlines  for  100%
mplementation.  This report should be
circulated to Internal  Audit and the
General Manager, with other managenient
members receiving the status reports as
needed.

Year 2000

With the Year 2000 quickly approaching.

orgamzations throughout the countryv are

asscssing the technology-readiness. To

better ensurce that the RTA 1s ready for the

vear 2000, the following steps should be

undcrtaken and the results documented:

» updating list of softwarc and purpose

» porforming an assessment of rcadimess
of the software systems for the vear
2000

MANAGEMENT
RESPONSE STATUS
Concur Implemented

COMMENT
DISPOSITION
In 1998, the Intcrnal  Audi
Department  performed  follow-up
actions on internal audits  and
external  audits. A Status

Summary Form was created and
circulated to all departments to
document the status and actions
taken to  corrcct or  improwve
deficiencies noted.  These reports
were  issued  to the  Genceral
Manager. the respective  Deputy
General Managers and the Chief
Financial Officer. However. duc o
the staffing level of Internal Audit,
departments will be required to
subnut status reports on a quarterly

basis.  Upon receipt of reports.
Internal  Audit  will  venify  the
corrective  actions  taken to

determine comment status.

Performing  follow-up  actions
allowed lIntermal Audit to track
status of corrcctive actions and
closc several audits, both intcrnal
and external.
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MANAGEMENT

PRIOR YEARS®
RECOMMENDATION
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Year 2000, Continued

o confirmmg with commercial vendors
that the svstems are 2000 ready

¢ developing infernal schedules to ensure
fimeframes on conversions,  f
necessary, are adequate

e dctermune the amount of funding that
may be ncecssary and when the funds
may be needed to address any i1ssucs.

Whilc this list 1s not intended to be a
complcie hist of tasks, by documcentung 1ts
approach to the above and formahzing a
plan to cnsurc that all systems have been
considered and addressed, the RTA will be
betier assured of continucd opcrations on
January 1. 2000,

The Deficit and Cash Flow
Projections and Budgeting

With the imercasing deficit and decreasing
cash and mvestments balances, RTA
should devclop a plan of action of what
addiional  funds are needed to meet
matching requirements  and  to fund
workig capital on a day-to-day basis.
Management  has  discussed  developing
cash flow projections and budgets to
momtor cash needs and has also taken
mihal steps 1o reduce cash ouiflow and
cxpenses for 1997 We applaud  these
actions and rccommend formalizing these
processes mto wnitten and conumunicated
documents that can be used by upper
management and the Board (o monitor the
progress  toward  deficit  reduction  and
increased cash and investments balances,

RESPONSE

Concur

Concur

STATUS

— ————-——

Implemented

implemented

COMMENT
DISPOSITION

O e —

The RTA has completed updating

its  hst  of  computer  and
communication  softwar¢  and
hardwarc,  replaced  non Y2k

hardware and softwarc: and tested

the readiness of  its Y2K
remediation cfforts. Confirmed
with  hardware and software

vendors the status of their installed
products m usc at the RTA
regarding Year 2000,

Durmg 1999 routc adjustments
and  admmstrative  personncl
adjustments were mitiated.  The
2000 budget shows mn excess of
$13 miilon of deficit reduction
without  incluston  of  any
hotel/motel sales tax proceeds.
The financial plan developed and
1s bemg vmplemented.  Operation
of the financial plan 1s being
transferred 1o TMSEL staff. The
financial plan shows a systematic
improvement of working  capital
over time.  Cost reduction efforts
arc generally consistent with the
plan and cxcephons have been
approved by the City Counail
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PRIOR YEARS’ MANAGEMENT COMMENT
RECOMMENDATION RESPONSE  STALUS DISPOSITION

Other Audit Reports and Findings

During 1997 the RTA was reviewed by
FYA  m  the Fmancial  Managemoent
Oversight and Procurement Reviews and
State of Louisiana Department of Laboy
and Office of Worker's Compensation.
Fach review resulted in a report. the
majority  of which required correetive
actions and strong recommendations. 11 13
our understanding that management 18
monttoring the progress of these reports:
therefore,  nclusion  herein 1s - not
considered necessary.,

Sules Tux Documentation

To better understand the allocation of sales
laxcs to debt. capital and operations. &
report should be prepared annually by
management 1o sunumarize the uses of the
sales tax proceeds and to summarize the
RTA s comphance with the provisions of

the sales tax ordinance. Accounting
information may need to be reorgamzed 1o
refleet these  changes., A report
sumMmarizing the above

mentioned  items  would  document  the
RTA's comphance with the sales tax
ordinances.

Concur Completed At the October 1999 Quarterly
Review Moetmg, the FTA accepted
the¢ RTA’s response. This revicw 15 a
closcd item with the FTA.

Concur Implemented  Both, the 1999 and 2000 budgets
have an allocation of sales tax for
opcration, capital, and debt service,
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PRIOR YEARS’
RECOMMENDATION

Deficit

The RTA has had an accumulated deficit
for the past couple of years. In addition.
avatlable cash for operating purposes has
been declimng.  The nature of RTA's
operations 1s such that 1t 1s dependent on
uscr fees. federal grants and sales taxes
order to finance operations and capital
mprovements.  Short-term and long-term
plans need 10 be developed by management
i order 1o prepare the RTA for the next
decade.  The plans  should  consider
potential  arcas of increased  cfficiencey.
monciary impact of any upcoming federal
regulations, the demands on its cash flows
for debt as well as operating costs, the
RTA s capital needs., including expansion.
replacement and mamtenance needs, the
market demands 1 the arca. and the need
to  fund sclf nsurance, retirement
programs. ¢tc. The short-term plan should
address cash flow needs for the next 6 to
t2 months. with the long-term plan
addressmg the next 1 1o 10 vears.
ldenuification of the need for additional
resources needs to be addressed carly
order that the RTA can present the data
which will be neceded by the publhic and
business communtty in order to support
additional revenue sources. Cash flow s a
significant issuc for the RTA and needs to
be addressed in the near tern.

—_— -

Concur

MANAGEMENT

RESPONSE STATUS

Implemented

COMMENT
DISPOSITION

e ———— -

Dunng 1999 route adjustments and
admimstrative personnel adjustments
were mitiated.  The 2000 budgcet
shows 1 excess of $13 milhon of
deficit reduction.  The plan for
deficit  climination calls for a
continuation of the September 1999
farc 1ncreasc. The projections
presented above do not include any
proceeds from the hotel/motel sales
fax.
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Performuance Budgeting

The RTA should consider developing a
performance-based budget, expanding the
cwrent budget document to nclude the
product/scrvices that will be generated as a
result of the cxpenditurcs provided to a
department. This expanded process can be
uscd to set performance standards that can
be used by management to monitor thenr
staff and their progress toward the RTA s
poals, In addition, (1) before final
distribution a drafi of the proposed tota
detailled budget should be presented to alj
departments for  final  anput ang
supgestions,  particularly the Accounting
Department. Girants and Risk
Management. and (2) monthly explanations
of budgcet to actual vanances should be
preparcd and presented to the Board n a
timely manner,

Imvestiments

To ensure timelv recording of transactions
and 1o assist with the reconciliation
process. the RTA should mamtain a
monthly  schedule  of  transfers  between
bank and mvesiment accounts. The
schedule should include the date, account,
and amounts transferred 1n and out. m
order to properly reconcile cach account.
In addstion, wvestment scheduies including
interest  income  should be  reconciled
monthly to the general ledger balances and
the treasurer’s  outstanding  mvestment
TCPOTLS.

RESPONSE

————— e t— A . -

Concur

Concur

—— e —

MANAGEMENT

STATUS

In-process

in-Process

COMMENT
DISPOSITION

Increcased emphasis has been placed
on  gathermng  statistical  data
necessary to generate a performance
bascd  budget. Required  tederal
reporting currently completed on an
annual basis contains many ol the
stauistical amounts nccessary.  In
ordcr to accomplish reporting on an
interim basis, the statistically based
process used for federal reporting
must be  adapted for intenm
reporting. This must be considered a
long- term project.

In 1999 schedules were prepared o
mdicate  the  allocation and  break
down of funds transferred. Those
schedules were agreed to the actinaty
m the general ledger. However,
monthly  schedules nced to be
developed to reconcile outstanding
Ivestment balance between
Treasurer’s schedules and the general
fedger.
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PRIOR YEARS' MANAGEMENT
RECOMMENDATION RESPONSE  STATUS
Waorker’s Compensation
The Worker's Compensation arca has  Concur Implemented

made  gigmificant  mmprovements - the
current vear regardimg claims particularly
im the absence of a  Third Party
Admmisirator (TPA) whose contract was
fermimated i Junce 1998, We yecommend
the Authority continue therr efforts to get
the current TPA on-line and functioning
In  addmion., we  recommend  that  the
Managemcit Information Systems
Department continue to develop a modem
connection for the Worker s Compensation
Department to connccet to the TPA's files
(o cnable the Authority to review  the
TPA's work., In the 1999, a icmporary
cmploycc was hired to help process
mcdical bills. At year-end, the process of
payving medical bills was mmproved and
mcdical bills were current. We commend
the Authority for taking the mcasures to
ensurc proper payment of medical bills and
rccommend that the Authority keep the
stafting level consistent with that at year-
end 1 order to help process the flow of
work.

Currently, all medical invoices greater than
$5300 must be signed by the supervisor of
Worker's Compensation, the Director of
Worker's Compensation, General Counsel,
the Chicef Fmancial Officer, the General
Manager., and a Mctro representative. We
noted one nstance during test work where
the proper authoritics had not approved a
batch of pavments greater than $500. Due
to the large volume of these medical
mvolces.  we  recommend  the  Authority
recconsider ats policy regarding the dollar
lmut for review of medical invoices and
consider mcrcasmg  the dollar hmit for
rcquired  review by the  aforementioned
dividuals to $1.000,

-11-
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COMMENT
DISPOSITION
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In order to better manage medical
mvolces, signature avnthority has been
delegatced to the Director of Worker's
Compensation  for  all  medical
invoices up to $1,000.  All mvoices
m excess of $1.,000 will require the
signaturcs of the  Supervisor of
Worker’s Compensation, the Director
ol Worker s Compensation, General

Counsel, the CFO. the General
Manager and Metro,

The Director of Worker's
Compensation  signature  authority

was mncreased 1o $1.000 1 1999,
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Appendix C

MANAGEMENT'S RESPONSE AND CORRECTIVE ACTION PLAN TO CURRENT YEAR
COMMENTS

RTA’s responsc to open prior years™ management letter comments and corrective action plan is included in
Appendix C.

RECEIVABLES

The RTA has numcrous reeelvables from vanous sources of revenues and/or reimburscments.  The data and
collection/follow-up processes vary by the nature of the rcceivable. Some of the data from the source
department 1s reviewed and momtored: others are not. To cnsure that the source departiments arce accountabie
for follow-up on delinquent accounts and completeness of the data. the RTA should review the flow of cach
reccivable catepory to determine 1f improvements should be made to increasc cash flow, efficicney of
processing and cffectivencss of monitoring,.

RTA’s Response

The colleetion process of third party property damage receivables was assigned to claims adjusters in May of
1999.  This procedure change followed the loss of the recovery specialist position.  Over the next twelve

months, RTA will assess the benefit of hinng an independent collector on a performance-base arrangement.

ln addwion. the windividual filling the open Supervisar of General Accouating position will be responsible for
monitoring open receivables. The Accounting Department will provide the user departments with a monthly
aging report 1o assist staff with collection efforts.

HEALTH INSURANCE

As part of the implementation of a new health insurance plan. RTA employees were requared 1o be re-certified
To datc, sigmficant variances in enrollment data has been indicated. RTA should investigate unusual changes
and dctermine 1f amounts have been properly claimed by the employcec 1n prior years.

RTA's Response

in the past vears, TMSEL did not have an accurate tracking procedure on employees and cligible dependents.
This may have caused vanances in the total employvee and cligible dependent census, which exists with our
current provider.  However, with our new plan implementation, Human Resources developed a set of
procedurcs that would allow TMSEL to better track our employee and dependent(s) records (i.e., birth
certificates, marnage certificates. verification of full-time student enrollment status, proof of other medical
coverage, and court documentation of non- brological children). Once the new plan is m eficet, TMSEIL, will
bave more control on any unusual vanances that may occur. Duc to limited budget constraints, RTA will bave
to obtam additional resources to mvestigate impropricties of our employees for prior vears. Human Resources
will submit a request for additional resources.




PAYABLES

Various RTA departments submit mvoices and bills for processing by the Accounting Depariment for review
and payment.  Delavs have occurred i the information flowing to the Accounting Department. RTA should
revicw the accumulation process to determine improvements that can be made to more timely obtamn paviment
information from its departments, thereby maintaining a more accurate payment histing,

in addition. the gencral ledger account used to record advaunces should be reviewed and updated as necessary,
Several old transactions exist which should be mmvestigated. adjusted as necessary and monitored.

RTA’s Response

The Accounting Departiment will request monthly information from the user departments suimilar to the request
made at year-end. Non-compliance to the above request will be reported to the General Manager.

Also, the Accounting Department preparcs an open advance report on a monthly basis. This information wall
be forwarded to the perspective individuals for theirr review.  Failure to respond will result in disciplinary
actton. The old advances will be reviewed and resolved 1n the next vear.

INVESTMENTS

The investments of RTA are reconciled to the general ledger primarily at the end of the year, We recommend
that mvestments be reconciled at Icast guarterly to ensure proper recording of transactions and market valuc as
appropriatc.

RTA’s Response

Management concurs with the avditors’ rccommendation. The Treasury and Accounting Departments will
coordmate reconcthmg ivestments on a quarterly basis.

INSURANCE RESERVES
Smlar to mvestments, reserves for health, legal. small claims and workers® compensation are primarily
rccorded during the year-end closc out process. We reccommend that these reserves be analyzed and adjusted at

least guarterly, beeause of the seventy of fluctuation that may occur during the vear.

RTA’s Response

The AS400 quarterly reserve report will reflect any change made in a reserve from quarter to quarter.  This
mformation will be provided to Accounting on a quarterly basis in order that the as needed changes arc
accounted for.




