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Bank One Centre North Tower 
Suite 1700 

461 Flori6a Street 
Baton Rouge, LA 70801-1705 

Board of Direclors 
Capital Transportation Corporation 

Independent A uditors' Report 

W e have audited tile accom panying general purpose financial statem ents of Capital Transportation 
Corporation (CTC), a component unit of the City of Baton Rouge - Parish of East Baton Rouge, as of and for 
tile years and periods indicated in the table of contents. These general purpose financial statem ents are the 
responsibility of CTC's m anagem ent. Our responsibility is to express an opinion on these general purpose 
financial statem ents based on our audits. 

W e conducted our audits in accordance w ith auditing standards generally accepted in tile U nited States of 
Am erica and the standards applicable to financial audits contained in Government Audiiing Standards, issued 
by the Com ptroller General of the United States. Those standards require th at we plan and perform the audit 
to obta in reasonable assurance about whether the financial statem ents are free of m aterial m isstatem ent, An 
audit includes exam ining, on a test basis, evidence supporting the am ounts and disclosures in the financial 
statem ents. An audit also includes assessing the accounting principles used and significant estimates m ade 
by m anagement, as well as evaluating the overall financial statement presentation. W e believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, the general purpose financial statem ents referred to above present fairly, in all m alerial 
respects, the financial position of the enterprise fund of CTC as of December 31, 1999 and 1998, and the 
results of its operations and cash flows for the years then ended and the financial position of' its pension fund 
as of December 31, 1999 and January 31, 1999 and the change in plan assets of its pension fund for tile 
eleven-m onths ended Decem ber 3 l, 1999 and tile year ended January 31, 1999 in conform ity w ith accounting 
principles generally accepted in the United Slates of Am erica. 

In accordance w itb Government Auditing Standards, we have also issued our report dated M arch l 0, 2000 on 
our consideration of CTC's internal control over financial reporting and our tests ot" its compliance with 
certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in conjunction with this 
report in considering tile results of our audit. 

Tile accom panying inform ation included in Schedule I is not a required part of the basic financial statem ents 
of CTC, but is supplem entary inform ation required by the G overnm ental Accounting Standards Board. W e 
have applied certain lim ited procedures, which consist principally of inquiries of m anagem ent regarding the 
m ethods of measurement and presentation of the supplementary information. However,, we did not audit this 
inform ation and express no opinion on it. 

M arch 10, 2000 
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CAPITAL TRANSPORTATION CO RPO RATIO N 

Balance Sheets - Proprietary Fund 

Assets 
Current assets: 
Cash (note 2) 
Accounts receivable 
Inventories 
Due from other governments (note 3) 
Prepaid expenses and other assets 

Total curlent assets 

Decem ber 31. 1999 and 1998 

Restricted assets, cash and investments: 
Cash and cash equivalents (notes 2 and 9) 
Due from other governm ents 

Total restricted assets 

Net pension asset, long-term 
Properly, buildings and equipment, net (note 4) 

Liabilities and Fund Equity 

Current liabilities (payable from current assets): 
Accounts payable contracts 
Accrued salaries payable 
Other accrued liabilities 
Accrued com pensated absences 

Current liabilities (payable from restricted assets) 
Retainage payable 
Accounts and contracts payable 
Claims payable and related liabilities (note 9) 

Total current liabilities 

Total liabilities 

Fund equity (notes 5 and 8): 
Contribuled capital: 
Prim ary goveru m ent 
Federal government 
Am ortization of Federal contributions 

Accumulated deficit (note 5(d)): 
Reserved for future capital m atching 
Accum ulated deficit 

Total fund equity 

See accom panying notes to general purpose financial statem ents. 

1999 1998 

774,920 
73,776 
195,173 
236,824 
40.689 

1,321,382 

1,306,73(I 
765,287 

2,072,017 

381,284 
13.574.318 

$ 17,349,00] 

356,602 
167,888 

825 
495.005 

1,020,320 

101,927 
551,765 
450.519 

1,104,211 

2,124,531 

5,389,483 
17,544,281 
(6,665,487) 
16,268,277 

358,985 
(1,402,792) 

(1,043,807) 
15,224,470 

17,349,001 

369,819 
19,267 
150,100 
219,770 
15.478 

774.434 

1,655,285 
362,002 

2,017,287 

266,190 
13,458,870 

16,516,78 

156,248 
74,988 
26,598 
480.081 

737,915 

291,082 
68,273 
474,941 

834,296 

1,572,211 

4,967,249 
16,598,796 
(5,747,497) 
15,818,548 

575,330 
(1,449,308) 

(873,978) 
14,944,570 

16,516,78 



CAPITAL TRANSPO RTATION CORPORATION 

Statements of Revenues, Expenses and Changes in Accum ulated Deficit - Proprietary Fund 

Opcraling revenues: 
Charges for services 
Advertising revenue 

For tile years ended I)ecem ber 31, 1999 and 1998 

Total operating revenues 

D irect operating expenses: 

Personal services and fringe benefits (note 11) 
Supplies 
Contractual serv ices and liability costs 
Depreciation expense 

Total direct operating expenses 

Loss from operalions 

Nonoperaling revenues (expenses): 
Interest and financial charges 
Govem m em operating grants: 
Federal operating subsidy 
Planning and technical study grants 
Planning and technical study expenses 
Hotel/motel tax (notes 1 (i) and 3) 
M iscellaneous 

Total nonoperating revenues 

1999 1998 

2,876,398 
98,492 

2,974,890 

5,091,831 
801,649 

2,798,128 
1,161,704 

9,853,312 

(6,878,422) 

2,359,826 
89,236 

2,449,062 

3,727,369 
550,889 

1,567,532 
934,304 

6,780,094 

(4,33],032) 

73,295 43,435 

2,764,848 
1,002,513 

(870,484) 
776,993 
15,931 

3,763,096 

Excess of expenses over revenues before 
operating transfer from Primary Government (3,115,326) 

Operating transfers from Prim ary Governm ent 
Parish Transporlation Fund 
Parish General Fund 

Total operating transfers from Prim ary G overnm ent 

Net loss before transfer ofcontributed 
capital depreciation 

Accumulated deficit: 
Balance, beginning of year 

Credits arising from am ortization of 
contributed prem ises and equipm ent 

Balance, end of year 

See accom panying notes to general purpose financial statem ents 

1,112,930 
914,580 

2,027,510 

906,796 
261,116 

(261,116) 
779,342 
27.531 

1,757,104 

(2,573,928) 

1,189,788 
995,740 

2,185,528 

(1,087,816) (388,400) 

(873,978) (1,244,968) 

917,987 759,390 

(1,043,807) (873,978) 



CAPITAL TRAN SPO R TATIO N CO RPO RATIO N 

Statem ents of Cash Flows - Proprietary Fund 

For tile years ended D ecem ber 31, 1999 and 1998 

1999 1998 

Cash flow s from operating activities 
Cash received from operations 
Cash received flora other sources 
Cash paid to em ployees for related expenses 
Cash paid to suppliers and others 

N et cash used in operating activities 

Cash flows from noncapita l financing activities: 
Operating subsidies received from other governm ents 
Grant expenses 
Hotel/m otel tax 
Other revenue 
Operating transfers City-Parish - Transportation Fund 
Operating transfers City-Parish - General Fund 

N et cash provided by noncapital financing 
aclivilies 

Cash flows from capital and related financing activities 
Acquisition and construction of capital assets 
Capital contribution 

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

Cash flows from investing activities - 
interest paym ents received 

N et increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

2,821,888 
98,492 

(5,114,025) 
(3,705,332) 

(5,898,977) 

3,767,361 
(870,484) 
759,939 
8,941 

1,112,930 
914,580 

5,693,267 

(775,473) 
964,434 

188,961 

73,295 

2,401,562 
89,236 

(3,797,970) 
(2,291,981) 

(3,599,153) 

1,167,912 

(261,116) 
822,102 
27,532 

1,189,788 
995,740 

3,941,958 

(2,334,313) 
2.102.609 

(231,704) 

43,435 

56,546 154,536 

2,025,104 1,870,568 

2,081,650 2,025,104 

(Continued) 



CAPITAL TRANSPORTATION CO RPORATION 

Statements of Cash Flows - Proprietary Fund 

For the years ended Decem ber 31, 1999 and 1998 

1999 1998 

Reconciliation of cash as listed on the balance sheets (note 2): 
Unrestricted cash 
Restricted cash 

774,920 
1,306,730 

2,081,650 

369,819 
1,655,285 

2,025,104 

Reconciliation of loss from operations to net cash used in 
operating activities: 
Loss from operations $ (6,878,422) (4,331,032) 
Adjustments to reconcile loss from operations 
to net cash used in operating activities: 

Depreciation 
(Increase) decrease in accounts receivable 
(Increase) decrease in prepaid assets 
Increase in net pension asset 
Increase (decrease) in inventory 
Increase (decrease) in accounts payable and accrued 

expenses 
Decrease in the provision for legal and sm a 

claim s liability 

N et cash used in operating activities 

See accom panying notes to general purpose financial statem ents. 

1,161,703 
(54,509) 
(2 5,211 ) 
(115,094) 
(45,073) 

82,051 

(24,422) 

(5,898,977) 

934,304 
41,736 

(2,064) 
(85,518) 
54,950 

(3,665) 

(207,864) 

(3,599,153) 



CAPITAL TRA N SPO RTATIO N CO RPO RA TIO N 

Statem ents of Plan N et A ssets - Pension Trust Fund 

A ssets: 
Cash and cash equivalents 
Receivables - interest 
]nvestm ents 

December 31, 1999 and January 31, 1999 

Net plan assets (note 6) 

See accom panying notes to general purpose financial statem ents. 

Decem ber 31, 
1999 

317,932 
16,969 

3,417,6(16 

3,752,5(17 

January 31 
1999 

310,452 
14,184 

2,703,142 

3,027,778 



CAPITAL TR AN SPO R TATIO N CO RPO RA TIO N 

Statem ents of Changes in Plan N et Assets - Pension Trust Fund 

Eleven-m onths ended Decem ber 31, 1999 and the year ended January 31, 1999 

Additions: 
Contributions: 
Em ployer eontributions 
Em ployee contributions 

"Iotal contributions 

Investm ent incom e: 
Dividend income 
Net apprecialion 

Less investm ent expense 

N et investm ent incom e 

"l'otal additions 

Deductions: 
Benefits 
Em ployee refunds 
Adm inistrative expenses 

Net change in plan assets 

Plan assets at beginning of period 

Plan assets at end of period (note 6) 

See accom panying notes to general purpose financial statem ents 

Decem ber 31, 
1999 

230,118 
230,118 

460,236 

81,418 
271,800 

353,218 

(50) 
353,168 

813,404 

65,232 
10,802 
12.641 

88,675 

724,729 

3,027,778 

3,752,507 

January31, 
1999 

192,713 
192,713 

385,426 

77,306 
225,681 

302,987 

(15,278) 
287,709 

673,135 

35,948 
60,240 
25,749 

121,937 

551,198 

2,476,580 

3,027,778 



C APITAL TRAN SPO R TATIO N CO RPO RATIO N 

N otes to General Propose Financial Statem ents 

Decem ber 31, 1999 and 1998 

(1) Summal~' of Significant Accounting Policies 

(a) Report lssued Under Separate Coverage 
The Capital Transportation Corporation's ("CTC" or "the Coq~oration") general purpose 
financial statem ents are an integral part of file City of Baton Rouge - Parish of East Baton 

Rouge's (City-Parish) Comprehensive Annual Financial Reports (CAFR). 

(b) Financial Reporting Entity 
Capital Transportation Corporation is a corporation created by East Baton Rouge Parish to 
provide bus transportation services. The M etropolitan Council exercises oversight over CTC by 
approving fare changes and by approving operating subsidies. Operating subsidies are provided 
through a federal grant to the City-Parish government and by local matching funds. The fiscal 
year for CTC and the City-Parish governm ent is the calendar year. 

Government Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting 
Entity, established criteria for determ ining which component onits should be considered part of 
th e City-Parish for financial reporting purposes. The basic criteria are as follows: 

1. Legal status of the potential component unit including the right to incur its own debt, levy 
of its own taxes and charges, expropriate property in its own nam e, sue and the sued, and 
the right to buy, sell and lease property in its own nam e. 

2. W hether the City-Parish governing CTC (Metropolitan Council or M ayor-President) 
appoints a majority of board members of the potential component unit. 

3, Fiscal interdependency between the City-Parish and the potential com ponent unit. 

4. Im position of w ill by the Cily-Parish on the potential com ponent unit. 

5. Financial benefit/burden relationship between the City-Parish and the potential 
com ponent unit. 

Based on the previous criteria, CTC is considered a component unit of the City-Parish 

In addition, based on the previous erileria, CTC's management has included the Capital 
Transportation Corporation's Em ployees' Pension Trust Fund as a Blended Com ponent Unit 
w ithin the general purpose financial statem ents of the Corporation. 

The Capital Transportation Corporation Employees' Pension Trust Fund (the Trust) exists for the 
benefit of current and former CTC em ployees who are members of the plan. The Trust is 
governed by an equal number of Employer Trustees and Union Trustees. 

C'urreully, the Trust is governed by a four m em ber board composed of two m em bers representing 
the Em ployer Trustees and two m embers elected as U nion Trustees. The Trust is funded by the 

(Continued) 



CAPITAL TRANSPORTATION CO RPORA TION 

Notes to General Purpose Financial Statements 

D ecem ber 31, 1999 and 1998 

investment of the contributions from CTC and m ember employees who are obligated to m ake the 
contributions to the Trust. The fiscal year of the Trust was cbangcd during 1999 from 
JanuaD' 31 to Decem ber 31 to be consistent w ith the CTC. The statem ent of changes in plan net 
assets includes only eleven m onths of operations for tile period ended Decem ber 31, 1999. The 
Trusl does not issue a separately issued audit report. 

(c) Basis of Presentation 

The accounts of CTC are organized on the basis of funds which are considered a separate 
accounting entity. The operations of each fund are accounted for w ith a set of self-balancing 
accounts that com prise its assets, liabilities, fired equity, revenue, and expenses. Governm ent 
resources are allocated to and accounted for in individual funds based upon the purpose for 
which they are to be spent and the m eans by which spending activities are controlled. The funds 
are classified as follows: 

Proprietary Fund 

I'~nterprise Fund - Enterprise Funds are used to account for operations: (a) that are financed and 
operated in a m anner sim ilar to private business enterprises - where the intent of the govern ing 
body is that the costs (expenses, including depreciation) of providing goods or services to the 
general public on a continuing basis be financed or recovered primarily through user charges; or 
(b) where the governing body has decided that periodic determination of revenue earned, 
expenses incurred, and/or net incom e is appropriate for capital m aintenance, public policy, 
m anagem ent control, accountability, or other purposes. 

Fiduciary Fund 

Trust Fund - CTC's Em ployee's Pension Plan is used to account for the accum ulation of 
contributions for a defined benefit single em ployer pension plan providing retirem ent benefits to 
qualified em ployees. 

(dr Basis' of Accounting 

qtle accounting policies of the CTC conform to generally accepted accounting principles as 
applicable to govern m ents. The CTC uses fund accounting to reporl its financial position and 
results of operations. The CTC's accounts are organized into a single proprietary fund. The 
enterprise fund is used to account for operations (a) that are operated in a manner similar to 
private business--- where tile intent of the governing body is that the cost expense, including 
depreciation of providing goods and services to the general public is financed or recovered 
primarily through user charges or (b) where the govern ing body has decided that the periodic 
determ ination of revenues earn ed, expenses incurred and/or net incom e is appropriate for capital 
m aintenance. 

Accordingly, the CTC m aintains its records on the accrual basis of accounting. Revenue from 
operations, investments and other sources are recorded when earned. Expenses (including 
depreciation and amortization) of providing services to the public are accrued when incurred. 

The CTC applies all applicable FASB pronouncem ents issued on or before N ovember 30, 1989 
in accounting for its operations unless those pronouncem ents conflict or contradict GA SB 
pronouncem ents. 

9 (Continued) 



CAPITAL TRANSPORTATIO N CO RPO RATION 

N otes to General Purpose Financial Statem ents 

Decem ber 31. 1999 and 1998 

The Pension Trust Fund's financial statem ents are prepared on the accrual basis of accounting. 
Contributions from CTC and its employees are recognized as revenue in the period in which 
employees provide service to CTC. Benefits and refunds are recognized when due and payable 
in accordance w ith the term s of th e plan. 

(e) Restrieted Assets 

Certain assets, principally consisting of cash and investm ents, are segregated and classified as 
restricted assets which m ay not be used except in accordance w ith contraclual term s, under 
certain conditions, or for specific buard-designated purposes. 

09 Investments 

Investments, consisting of m utual funds, are slated al fair value based on quoled prices 

Inventories, principally repair parts and supplies, are stated at cost, which approxim ates m arket. 
Cost is determ ined by the average cost m ethod except for gasoline, diesel fuel and oil for which 
cost is determ ined by the first-in, first-out m eth od. 

(it) Property, Buildings and Equipment 

Property, buildings and equipment are recorded at cost. Depreciation or am ortization is charged 
to expense over the estim ated useful lives of the assets and is determ ined using the straighl-line 
method. Expenditures for m aintenance and repairs which do not m aterially extend the useful life 
of th e assets are charged to expense as incurred. 

The estimated depreciation rates used in computing depreciation are 

Buildings 
Revenue equipm ent 
Coaches 
Fare collection boxes 

Service vehicles 
Shop equipm ent 
Furniture and fixtures 

3.3 to 10%  

10%  
8%  

10to 33%  
10~o 33%  
10 to 33%  

The amount of depreciation of assets acquired with Federal capital contributions is reflected as a 
charge to contributed capital since replacem ent and/or expansion has been financed from sources 
other than operating funds. 

(i) Federal and State Grants, Dedicated Taxes and Contributed Capital 

(Continued) 



CAPITAL TRANSPORTATION CORPOR ATION 

N otes to General Purpose Financial Statem ents 

D ecem ber 31, 1999 and 199g 

are charged to operating expenses and transferred from tile accumnlaled earnings category of 
fund equity to the contributed capital category of fund equity. 

In addition to Federal grants, CTC is the recipient of 50%  of the m onies established under R.S. 
47:302.29(B) and R.S. 47:322.1, which sets aside the Louisiana State sales tax on hotcl 
occupancy. These monies are provided to the East Baton Rouge Parish Comm unity 
hnprovement Fund (Improvement Fund). CTC's share of these funds shall not be used to 
displace, replace or supplant funds previously appropriated or otherwise used for urban m ass 
transit purposes. The m onies in the Improvem ent Fund are appropriated annually by the Stale 
legislature. In addition, CTC also receives m onies from the East Baton Rouge Enhancem ent 
Fund (Enhancement Fund), which has similar restrictions and is created by the State legislature 
as the Improvement Fund proceeds. 

0") Compensated Absences 
Em ployees earn vacation and sick leave in varying am ounts according to continuing years of 
service as follow s: 

Years of Service 

0 
1 
2 
6 
15 

V acation 

N one 
7 days per year 
13 days per year 
17 days per year 
24 clays per year 

Sick 

1 day/m onth 
1 day/m onth 
1 day/m onth 
1 day/m onth 
1 day/m onth 

Vacation m ust be taken by December 31, or it is lost. Sick leave is accum ulated without lime 
lim itations and there is no lim itation as to the am ount paid upon term ination or retirem ent. 
Vacation and sick leave are accrued as earned. 

(k) Cash Flows 

For the purpose of the statem ents of cash flows, cash and cash equivalents include all highly 
liquid investm ents. 

(I) Clairra and Judgments 

The CTC provides for losses resulting from claims and judgments. A liability for such losses is 
reported when it is probable that a loss has occurred and the amount can be reasouably estim ated. 
lneurred but not reported claim s have been considered in determ ining the accrued liability. 

(n0 Estimates 

The pleparation of financial statem ents in conform ity with generally accepted accounting 
principles requires m anagem ent to m ake estim ates and assum ptions that affect the reported 
am ounts of assets and liabilities at the date of the financial statements and the reported am ounts 
of revenues and expenses during the reporting period. Actual results could differ from those 
eslim ales. 

(Continued) 



CAPITAL TRAN SPORTATION CORPORA TION 

Notes to General Purpose Financial Statem ents 

D ecem ber 31, 1999 and 1998 

(2) Cash and Investments 

The CTC's cash and investm ents consisted of the following 

I)ecem ber 31, 1999: 
Cash on hand and in banks 
Certificate of Deposit 
Equity M utual Funds 

Proprietary 
Enterprise 

Fund 

Fiduciary 
Pension 
T rust 
Fund Totals 

1,716,368 317,932 
365,282 

Total cash and cash equivalents $ 2,081,650 

Decem ber 31, 1998: 
Cash on hand and in banks 
Certificate: of Deposit 
Equity M utual Funds 

674,153 
350,951 

Total cash and cash equivalents $ 2,025,104 

3.417.606 

3.735.538 

310,452 

2~
_
70

_
3 ,
_.
142 

3.013.594 

2,034,300 
365,282 

3.417.606 

5.817.188 

1,984,605 
350,951 

2.703.] 42 

5.038.698 

Reslrieted assets - cash and cash equivalents are restricted by either local or Federal m andate or by 
m anagem ent for capital, self-insured claim s and designated operational needs. 

The cash and investm ents in tile City-Parish consolidated cash and investment pool are primarily 
deposits w ith financial institutions. These deposits are collateralized by the financial institutions 
pledging governmenl securities which are held in safekeeping with the financial institution's agent in 
tile City-Parish's nam e. 

Actual cash in banks and certificates of deposit as of Decem ber 31, 1999 and 1998, for restricted and 
unrestricted bank accounts, before outstanding checks and reconciling items, was $1,664,489 and 
$739,454, respectively. Of the total bank balances at December 31, 1999 and 1998, all amounts were 
substantially covered by federal depository insurance or by collateral held in the CTC's nam e. 

M utual funds are not categorized under GASB 3 requirements. Statutes authorize the CTC's enterprise 
fund 'to invest in direct United States Treasury obligations; bonds, debentures, notes or other 
indebtedness issued or guaranteed by U.S. Governm ent Instrum entalities which are federally 
sponsored or federal agencies that are backed by the full faith and credit of the United States; short- 
term repurchase agreem ents; and tim e certificates of deposit at financial institutions, state banks and 
national banks having their principal offices in Louisiana. 

As of December 31, 1999 and 1998, $203,099 and $194,694, respectively, of restricted assets was 
pledged as collateral to the Louisiana Office of W orkman's Compensation. 

(Continued) 



(3) 

(4) 

CAPITAL TRANSPORTATION CO RPORATION 

N otes to General Purpose Financial Statem ents 

Decem ber 31, 1999 and 1998 

R eceivables 

Federal an d state grant program s represent an important source of funding to finance housing, 
employment, construction, and social programs which are beneficial to the City-Parish. CTC's federal 
and state funds are passed-through the City-Parish. Receivables at December 31, 1999 and ]998 
primarily consist of $229,092 and $207 101, respect vely, of hotel/motel tax collections. 

Property, Buildings and Equipm ent 

A summary of changes in fixed assets follows: 

Land $ 
Buildings 
Equipm ent, prim arily 
transportation vehicles 

JanualT 1, 
1999 Additions 

378,307 
8,847,098 109,893 

9,5_61~080 ~  67,258 

18,786,485 1,277,151 

Accum ulateddepreci~ ion 
._ _ _ _(5.~ .327_~615)_. _._(1r161~703) 

1,and 
Buildings 
Equipm ent, prim arily 
transportation vehicles 

Construclion in progress 

$ 13,458,870 

January l, 
1998 

115,448 

D ecem ber 31, 
Deletions 1999 

378,307 
8,956,991 

_
10~728,338 

20,063,636 

_ (6,489,318~ 

]3,574,318 

D ecem ber 31, 
Additions D eletions 1998 

$ 378,307 
2,112,136 6,734,962 

9,194,757 
6.103,124 

1,866,868 (I,500,545) 
_ _ _ _(fA.!L3,12'~ 

378,307 
8,847,098 

9,561,080 

17,788,324 8,601,830 (7,603,669) 18,786,485 

Accumulated depreciation 5(.~ 99,860) (.934,304) __ ),4.!~_6,54__ 9_ __ (5,327,615) 

$ 11,988,464 7,667,526 (6,19~,120_~ 13,458,870 

Construction in progress is com posed of CTC's adm inistration building. The land on which CTC is 
constructing this building is owned by the City-Parish. 

(5) Fund Equity and W orking Capital 

(a) Accumulated Deficit 

As of December 31, 1999 and 19981 the CTC's accumulated deficit was $1,043,807 and 
$873,978, respectively, which reflects accumulated depreciation on fixed assets. 

(Continued) 
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N otes to General Purpose Financial Statem ents 

D ecem ber 31, 1999 and 1998 

(b) Contributed Capital 

The follow ing sum m arizes the changes in contributed capital accounts, net of accum ulated 
am ortization, as of and for the years ended December 31 : 

Decem ber 31, 1999: 
January l, 1999 
1999 grants 
1999 depreciation 

D ecem ber 31, 1998: 
January 1, 1998 
1998 grants 
1998 depreciation 

(e) Workhtg Capital 

Prim ary Federal Federal 
G overnm ent G overnm ent Retirem ent Tola 

4,967,249 
422,234 

16,598,796 
945,485 

(5,747,497) 

(.9_1~990~ 

15,818,548 
1,367,719 

_ __  (917,990) 

$ 5,389,483 17,544,281 (6,665,487~ 16,268,277 

$ 4,587,506 
379,743 

14,820,407 (4,988,107) 
1,778,389 

(~5~390~ 

$ 4,967,249 16,598,796 (5,74~497~ 

14,419,806 
2,158,132 

_ _  (759,390) 

5.818.548 

Operations of CTC have been subsidized by the Federal and local govern ments through various 
cash grants and appropriations. A sum m ary of the subsidies are as follow s: 

I'arish Transportation Fund 
Parish General Fund 

1999 1998 

$ 1,112,930 
914~580 

1,189,788 
995.740 

Total operating subsidies $ 2,027,510 2,185,528 

(d) Reserved for Future Grant M atching 

Parish Transportation Funds and general funds received in 1999 anaounling to $358,985 are 
restricted to m atching funds for future federal capital grants. 

(6) Pension Plan 

The Corporation, as well as covered employees, m ake contributions to the Capital Transportation 
Corporation Pension Trust Fund (Plan), a defined benefit single employer pension plan. The Plata is 
adm inistered by a local bank, under the direction of a Board of Trustees. 

A ll full tim e em ployees are required to participate upon the date he enters covered employm ent. 
Norm al retirem ent dale is the first day of th e m onth following a m em ber's 65th birthday and 

(Continued) 
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D ecem ber 31, 1999 and 1998 

completion of 10 years of service. Benefits vest after ten years of service. A participant is entitled to a 
m onthly norm al retirem ent benefit beginning on his norm al retirem ent dale in an am ounl of 1.2% of 
average compensation for each year of service after February 1, 1963. 

M em bership, pension benefit obligation, and oth er pension information is obtained from the Plan's 
Annual Actuarial Valuation Report as of January  1 and February  1, respectively. The valuation is 
perform ed at the beginning of the plan year. Current m embership is com prised of the following at 
January 1,2000 and February  1, 1999: 

Retirees and beneficiaries currently 
receiving benefits 

Vested term inated em ployees 
A ctive em ployees: 
Fully vested 
Not vested 

January 1, 
2000 

28 
16 

48 
98 

190 

February 1, 
J 999 

24 
16 

53 
42 

:135 

For the periods ended January  1, 2000 and January  31, 1999, respectively, the Corporation had an 
annual payroll of $3,458,159 and $2,6]0,000, respectively. Total annual covered payroll for the 
periods ended .lanuary 1,2000 and January 31, 1999 was $3,28"7,400 and $2,750,000, respectively. 

(Continued) 
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The Corpoxation's annual pension cost and net pension obligation for the years ended Decem ber 31 
1999 and 1998 were as follow s: 

Annual required contribution $ 
lntcresl on net pension obligation 
Adjustment to annual required contribution 

Annual pension cost 

Contributions m ade 

Increase in net pension asset 

N et pension asset, beginning of year 

N et pension asset, el~d of year 

1999 1998 

109,745 
(21,295) 
26.574 

102,731 
04,814) 
19,278 

115,024 107,t95 

230.118 192.713 

115,094 85,518 

266.190 180.672 

266.190 

The rem aining am ortization period at Decem ber 31, 1999 was 17 years. Trend information is as 
follows: 

Fiscal 
Year 
Endinl~ 

A nnual 
Pension 

CosI~_APC~ _. 

December 31, 1999 $ 115,024 
Decem ber 31, 1998 107,195 
D ecem ber 31, 1997 92,368 

(7) Deferred Compensation Plan 

Percentage 
O f APC 

Contributed 

N et 
Pension 
A sset 

200% $ 381,284 
179% 266,190 
152%  180.672 

CTC offers its employees participation in the Louisiana Public Employees' Deferred Compensation 
Plan (Compensation Plan), created by Louisiana Revised Statutes and in accordance with Section 457 
of the Internal Revenue Code. The Com pensation Plan is available to all full-tim e employees and 
perm its them to defer a portion of their salary until future years. All amomlts of compensation 
deferred under the Compensation Plan and related activities are solely the property and the rights of 
the State of Louisiana, subject only to the claims of the general creditors of 'the State of Louisiana. 
Compensalion deferred under this plan for fiscal years 1999 and 1998 was $27,147 and $24,953, 
respectively. 

(8) Commitments and Contingencies 

(a) Contingencies 

The CTC receives financial assistance directly from Federal agencies which are subject to audit 
and final acceptance by these agencies. In the opinion of m anagem ent, am ounts that m ight be 
~ubjeet to disallowance upon final audit, if any, would not have a material effect on the CTC's 
financial position. 

(Continued) 
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Decem ber 31, 1999 and 1998 

(b) Grant Commitments 
A s of D ecem ber 31, 1999 and 1998, CTC through the City-Parish is eom m itted to using earnings 
to fund local m atching requirem ents under grants for which a contractual obligation existed at 
the end of each year. CTC does not currently foresee any concerns in m eeting its m atching 
requirem ents. 

(9) Self-insurance and Legal Claims 
The CTC is exposed to various risks of loss related to torts, dam age to and destruction of assets, errors 
and omissions, injuries to employees and natural disasters. CTC is self-insured for the first $250,000 
for general liability claims and workers' compensation claims. Excess general liability claims are 
commercially insured up to $750,000, with CTC workers' compensation claims in excess of 
$1,000,000. Excess workers' compensation claims above this limit are covered by comm ercial 
insurance. No payments in excess of insurance coverage have occurred wilhin the past three years. 

At December 31, 1999 and 1998, $450,519 and $474,941, respectively, of accrued claims liabilities is 
included on the Enterprise Fund balance sheets. The accruals, which arc based upon the advice of 
counsel and estim ates of CTC's third-parly adm inistrators are, in the opinion of m anagem ent, 
sufficient to provide for all probable estim able claim s liabilities at D ecem bcr 3 l, 1999 and 1998. 

Changes in claim s liability during the years ended December 31, 1999 and 1998 are as follows: 

1999 

1998 

Beginning 
of year 
liability_  

474.941 

C urrent year 
claim s and 
changesin 
estim ates 

Claim 
Paym ents 

269,359 (293,781~ 

$ 682,805 
~ o= (10,839) (19~025) 

Balance at 
year end 

450.519 

474,941 

(10) Significant Sales Contract 

An agreem eot was renewed in 1999 and 1998 between the Board of Supervisors of Louisiana State 
University and CTC. The agreement states that CTC will provide Louisiana State University (LSU) 
with 45 passenger buses, personnel and supplies to operate a m ass transit system com m encing 
August 15, 1999, and term inating August 14, 2000. As consideration for the service rendered, LSU 
paid to CTC during the calendar year of 1999 and 1998 $1,255,701 and $1,167,116, respectively. This 
am ount is included in charges for services on the statem ents of revenues, expenses and changes in 
reta ined earn ings. 
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The m em bers of the Pension Board of the Pension 
attendance at board m eetings in calendar year 1998 and 
resulting from their participation in pension activities. 
for the year ended Decem ber 31, 1999 were as follows: 

M ichael M eCleary 
Charles Brown 
Frank Clark 
W . T. W infield 
Kenneth M ontgom ery 
Beverly A . M orris 

Per D iem 

Trust Fund were paid a per diem for their 
are also reim bursed for out-of-pocket expenses 
The am ounts received by each Com m issioner 

300 
200 

400 
100 

1.000 

Expense 
Reim bursem ent Total 

1,052 

1,084 
313 

2.449 

1,052 
300 

1,284 
313 
400 
100 

3.449 



Actuarial 

Valuation 

Date 

December 3 
1999 

January 31, 

1998 
J anuary 31, 

1997 

CAPITAL TRANSPO RTATION CO RPO RATION 

Required Supplem entary lnfom lalion Under GASB Statem em No. 25 

Actuaria 
Value of 

Assets 

SCHEDULE (IF FUNDING PROGRESS 

Actuaria 

Accrued 
Liability 

(AAL) 

3,752,507 3,752,307 

2.476.580 2.814.804 

Unfim ded 
AAL 

338,224 

$ 2,048,573 1,374,337 121,418 

SCHEDULE OF EM PLOYER CONTRIBUTIONS 

Year 
Ended 

December 31, 1999 $ 
January 31, 1999 
January 31, 1998 
January 31, 1997 

Funded 
Ratio 

00.00% 

87.90%  

94.40%  

Annual 
Required Actual Percentage 

Contribution Contribution Contributed 

15,094 
07,195 
92,368 
75.069 

230,118 
192,713 
140,449 
89.323 

200.00%  
179.78%  
152.05%  
118.99%  

NOTES TO TIlE SCHEDULES OF TREND INFORM ATION LISTED ABOVE 

Covered 
Payroll 

3,917,67 

2,569,374 

2,519,162 

The inform ation presented above was detem lined as part of actuarial valuation at the date indicated. 
Additional inform ation as of the latest actuarial valuation follows: 

Valuation date 

Actuarial cost m ethod 

Am ortiz.atinn m ethod 

Rem aining amortization period 

Asset valuation inethod 

Actuarial assumptions: 
Investment rate of return 

Projected salaD, increases 

See accompanying independent auditors' report. 
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Schedule 1 

Unfunded 
A AL as a 

Percentage 
of Payroll 

January 1,2000 

Frozen Entry  Age Actuarial Cost M ethod 

Level percent closed 

10 years 

Current m arket value as of the last day 
of the prior l'dan year. 

8.00%  
4.00%  

3.20% 

4.80%  



Bank One Centre-North Tower 

Suite 1700 
451 Florida Street 

Baton Rouge, LA 70801-1705 

REPO R T O N CO M PLIAN CE AN D O N INTEI~ AL CO NTR O L O V ER FINAN CIAL 
REPORTING BASED ON AN AUDIT O F FINANCIAL STATEM ENTS PERFORM ED IN 

ACCO RDANCE W ITH GO VERNM EN TA UDITIN G STANDAR DS 

Tile Board of l)irectors 
Capital Transportation Corporation 

W e have audiled tile general purpose financial statements of the Capital Transportation Corporation (CTC), 
as of and for the year ended December 31, 1999, and have issued our report thereon dated M arch l 0, 2000. 
W e conducted our audit in accordance w ith auditing standards generally accepted in the U nited States of 
Am erica and the standards applicable to financial audits contained in Govermnent Auditing Standards, issued 
by the Com ptroller General of the United Slates. 

Com pliance 

As part of obtainin[, reasonable assurance about whether tile CTC's financial statem ents are free of m aterial 
m isstatem ent, we perforraed tests of its com pliance w ith certain provisions of laws, regulations, contracts 
and grants, noncom pliance w ith w hich could have a direct and m aterial effect on the determ ination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not 

an objective of oul audit and, accordingly, we do not express such an opilfion. The results of our tests 
disclosed no instances of noncom pliance that are requited 1o be reported under Governm ent Auditing 
Standards. 

lnter[aal Contr.~10 veLlq)\~ ncial Reporting 

In planning and performing our audit, we considered tile ('TC's internal control over financial reporting in 
order lo determ ine our auditing procedures for the purpose of expressing our opinion on the financial 
statements and not to provide assurance on tile internal control over financial reporting. Our consideration of 
the internal control over financial reporting would not necessarily disclose all m atters in the internal control 
over financial reporting that m ight be m aterial weaknesses. A m aterial w eakness is a condition in which thc 
design or operation of one or m ore of the internal control com ponents does not reduce to a relatively low 
level the risk that m isstatem ents in am ounts that would be m aterial in relation to the financial statem ents 
being audited m ay occur and not be detected within a tim ely period by em ployees in the normal course of 
performing their assigned functions. W e noted no m atters involving the internal control over financial 
reporting and its operation that we consider to be m aterial weaknesses. However, we noted other m allets 
involving the internal control over financial reporting that we have reported to m anagement of the Board in a 
separate letter dated M arch 10, 2000. 



This report is inlended solely for the inform ation and use of the CTC Board of Directors, CTC's 
m anagem ent, the Cily of Baton Rouge and Parish of East Baton Rouge, and the I Jegislative Auditor's Office, 
and is not intended to be and should nol be used by anyone other than these specified parties. 

M arch ] 0, 2000 



CON FI DF, N 'I'I A 

M arch ] O. 200(I 

Bank One Centre-North Tower 
Bude 1700 
451 Florida Street 

Baton Rouge, LA 70801-1705 

Board of Dircclors 
Capital Transporlalion Corporation 
Baton Rouge, l,ouisiana 

Ladies and Gentlem en 

W e have audited tile financial statements of tile Capital Transportation Corporation (CTC), as of and for the 
year ended December 31, 1999, and have issued our repoll thereon dated M arch 10, 2000. In planning and 
perform ing our audit of tile financial statem ents of CTC, we considered internal control in order to delernt ine 
our auditing procedures for the purpose of expressing our opinion on tile financial statements. An audit does 
not include exam ining the effecliveness of internal control and does not provide assurance on internal 
control. W e have not considered internal control since the date of our report. 

D uring our audit we noted certain m atters involving internal control and other operational ntatters thai are 
presented for youl consideration. These com m ents and recom m endations, all of which have been discussed 
with the appropriate m em bers of m anagem ent, are intended to im prove im cm al com rol or result in other 
operating efficieucies and are sum marized in Appendix A . Appendix B provides managem enl's response to 
current year comm ents. The status of prior year com m enls thai were pending as of Decem ber 31, 1998 are 
iucluded in Appendix C. 

O ur audit procedures are designed prim arily to enable us to form an opinion on the financial statem ents, and 
therefore m ay not hling to lighl all weaknesses in policies or procedures thai m ay exist. W e aim , how ever, to 
use our knowledge of the CTC's organization gained during our work to m ake com m ents and suggestions 
that we ]lope w ill be useful to you. 

W e would be pleased lo discuss these com m ents aud recom m endatious w ith you al auy tim e 

This report is intended solely' for the inform alion and use of the board of directors, m anagem ent of CTC, lhc 
Federal Transit A dm inistration and the office of the Louisiana Legislative Auditor and is not intended to be 
and should nol be used by anyone other titan these specified parties. 

Very, Iruly yours, 



Pension Plan (repeat finding) 

C UR P.EN T Y EA R C O M [M  EN TS 

Appendix A 

Currently, no specific individual is assigned day-to<lay responsibilities for tht adm inistration of tile C'fC's 
Employees' Peusion Trust Fund (lilt Plan). A thi~d-parly investment company processes all purchases aud 
sales of inveslm ents based on the term s of a contract; however, the Plan does nol have a designated 
individual to m cm ilor and reconcile tile investnm nt, receipt and disbursem ent transactions. 

The Plan should contract w ith and/or identify an individual whose responsibilities would include m aintaining 
all hooks and records of the Plan, reviewing disbursem ents and receipts for com pleteness and accuracy, 
reconciling and reviewing investm ent activity and cash accounts, and m aintaining the overall rtcords of the 
Plan. This person would work closely with tile Plan's actuary and third-party investm ent company to receive 
lhe appropriate data and to ensure that controls are ill place by tilt Plan to deten'nint thai all lransaclions are 
appropriale m~d approved. The third-party investm ent com pany subm its w eekly copies of all investm ent 
transactions and sends m onthly sum m aries of the activity wilhin the P}an's investm cnl aetounls. These 
reports should be filed ill an orderly m anner and should be reviewed for ally Unusual transactions. Such a 
person should also review the investnlont and cash stalelnelltS 1o ensure pension am otluts w ere paid to oll]y 
valid retirees or term inated employees. The investm ent statem ents should also be reviewed for investment 
expenses to ensure that am ounts paid for investm enl expenses arc in line w ith contractual am omlls. 

A ccounting Policies and Procedures 

A ccoum ing policies and procedures are not docum ented in a w ritten m anual. A llhough em ployees are 
fam iliar w ith "tile aceounling procedures, a m anual w ould serve lo supplem en't know ledge and is especially 
usefl~] during periods of lransition. 1l is our understanding lhat the preparation of an accounting and 
procedures m anual is currently in process and is expected to be com pleted in A ugust 2000. A ll em ployees of 
the C'fC adm inlslralion staff should be supplied w ith a copy oflhe m anual upon its com pletion. 

Fixed Assels and D epreciation 

I!{xedA ssell ;gdge~ 

Currm~tly, lhe CTC does not m aintain a delailed fixed assel ledger. W e recom m el~d 1hat lhe Com pany 
prepare and m aintain tile ledger to include tile following inform ation: 

~ A sset description 
~ Dale of acquisition 
~ Cost 
~ Loealion of asset 
~ Estim ated useful life 
~ Salvage value, if any 
~ M ethod of deprecialion 
~ Periodic deprtciation and cum ulative depreclatiou 



Appendix A, corn 

The Com pany's detailed records should be reconciled m onthly to the general ledger for both tile cost and 
accum ulated depreciation of the assets. A ssets sold or retired should be deleted fiom the ledger at tile date of 
disposition, lmplenlcntalion of this process will provide effective accounting control over fixed assets. 

Fixed Asset Supporling l)0cunlerdation 

Accounting deparhnent personnel often had a difficult lime locating documents (invoices) to supporl 
purchases of fixed assets. All docum entation should be m aintaincd in a central file and retained for a 
specific period. M aintenance of docum em ation w ill provide both com prehensive support fbl all acquisitions 
and tile basis tk~r recording the cost and related depreciation of fixed assets. 

Fixed Afiset Purcib{~SeS 

Currently, fixed assets purchased w ith federal/local grant funds are nol recorded to the CTC's accounting 
system until tile year-end audit. Therefore, the Com pany's internal financial statem ents reflect large 
additions to fixed assets and depreciation ill tile m onth of Decem ber. Recording assets purchased and tile 
related depreciation expense tim ely will allow the Com pany to present m ore accurate m onthly financial 
statem ents to m anagem ent. Ill addition, this process w ill allow CTC to m ore effectively m anage its assets, 
provide a m ore accurate record of fixed assets and, ill the event of disaster, assist the Com pany ill its 
determ ination of losses. 

The Com pany does not have a w ritten policy for capitalization of fixed assets. A written policy provides 
guidance to accounting persolm el and enhances consistent recording of fixed asset acquisitions. CTC should 
dcvclop a written capitalization policy which describes assets to be capilalizcd and establishes a m inim um 

dollar amount for capitalization (we sug~,cst a threshold of $1,000). By also establishing a mininmm for 
capitalization, the Com pany can avoid tile lim e consum ing lask of depreciating m inor item s. 

Year End Accruals 

Federal and local ~,rant funding is currently recognized as revenue in tile month received. All adjustment is 
inade to tile year-clad balance sheet and iuconle stalenleul to properly reflect revenues ill tile financial 
statem ent period in w hich they were realized and m easurable. W e recom m end that the CTC, w ith the 
assistance oflhe City of Baton Rouge, begin to properly state revenue in the m onth in which it is realized and 
m easurable. I'roperly accruing for grant revenue w ill im prove financial reporting through proper recognition 
of revenue in the proper period. 

Reconciliation between CTC and City of Baton R ouge 

Prinlarily all gram rcvelmes and expenses (federal/local grant funding) pass first through the City of Baton 
Rouge. Tile CTC does not perform a m onthly reconciliation of accounts with the City of Baton l',ouge. W e 
recom m end that m onthly reconciliations be perform ed by CTC personnel, and that all differences be 

researched and adjusted accordingly. Implementation of tile reconciliation process would improve 
reeordkecping w ith regard to grants and would reduce the possibility of m isstatem ents in the financial 
statem ents. 



Pension Plan (repeat finding) 

CU RR EN T Y EAR C O M M EN TS A N D 
M AN AG EM ENT'S RESPO N SE 

A ppendix B 

Currently, no specific indi'vidual is assigned day-to-day responsibilities for lhe adm inistration of the CTC's 
l';mployees' l'casion Trust Fund (lhe Plan). A third-party investment company processes all purchases and 
sales of investm ents based oil the term s of a contract; however, the Plan does l~ot have a designated 
individual to m onitol and reconcile the investment, receipt and disbursem ent transactions. 

The l'lan should conlrael w ith and/or identify an individual whose responsibilities would include m aintaining 
all books and lvcords of the Plan, reviewing disbursem ents and receipts for com pleteness and accuracy, 
leconciling and ieview ing investment activity and cash accounts, and m aintaining tile overall records of tile 
Plan. This person would work closely w ith the Plan's actualT and third-party investm ent com pany to receive 
the appropriate data and to ensure that controls are in place by the Plan to determ ine that all transactions are 
appropriate and approved. The third-parly investnlent company subm its weekly copies of all investment 
transactions and sends m onthly sum m aries of the activity w ithin the Plan's investm ent aeeounts. These 
reports should be filed in an orderly m anner and should be review ed for any unusual transactions. Such a 
person should also review tile investm ent and easb statem ents to ensure pension am ounts were paid to only 
valid retirees or lerm inaled em ployees. "file invesltnent statem ents should also be reviewed for investm ent 
expenses to ensure lbal anlounts paid for investlnen[ expenses are ill lille w ith contractual alllonnls. 

M auagenlenl~s R esponse 

This conlm ent is under review and consideration by tile Pension Board and an eeouom ically feasible 
m ethud by w hich tu accom plish the audi! reeom m em lation is being sought. 

A ccounting Policies and Procedures 

Accounting policies and procedures are not documented in a written m anual. Allhough em ployees are 
fam iliar w ith the aceoualing procedures, a m anual would serve to supplem ent knowledge and is especially 
useful during periods of transition. It is our understanding that the preparation of an accounting and 
procedures m anual is currently in process and is expected to be com pleted in A ugust 2000 em ployees of the 
CTC adm inist, ation staff shonld be supplied w ilh a copy of the m anual upon its com pletion. 

[lanagculellt~s ].~esponse 

Capital Transportation Corporation is presently 
descriptions for each em ployee's responsibilities, 

manual. Projected completion date is August 2000. 

working on updating and refining detailed task 
w hich w ill com prise the policies and procedures 



Fixed A ssets and l)cpreciation 

Fixed Asset 1 .edgm 

Appendix 13, cent 

Currently, tile CFC does not m aintain a detailed fixed asset ledger. W e recom m end thai tire Com lm ny 
prepare and m aintain tile ledger to include the following inform ation: 

~ A sset description 
~ Date of acquisition 
~ Cost 
~ I,ocalion of assel 
~ Estim ated useful life 
~ Salvage value, if any 
~ M ethod of depreciation 
~ Periodic depreciation and cum ulative depJeciation 

The Com pany's detailed records should be reconciled m onthly to tile general ledger for both tire cost and 
accum ula~ed depreciation of the assets. A ssets sold or retired should be deleted from tile ledger at tile date of 
disposition, hnplem entation of this process w ill provide effective accounting control over fixed assets. 

M anagem enl~s R esponse 

Capital Transl)nrlation Corporation is currently m aintaining a ledger on a m onthly basis. 

Fixed Asset Supp~.!j3i!rg I)ocumenlation 

Accounting department personnel often had a difficult time locating documents (invoices) to support 
purdmses of fixed assets. A ll docum enlation should be m aintained in a central file and retained for a 
specific period. M aintenance of docum entation w ill provide both com prehensive support for all acquisitions 
and the basis for recording the cost and related depreciation of fixed assets. 

M anagem ent's R esponse 

Capital Transportation Corporation began im plem enting this practice as of January 2000. Com plete 
docum entation is presently in a central file w ith all the necessary/required docum ents attached. 

l:ixesl
" 
A sset PurEIjases 

Currently, fixed assets purchased wilh federal~local grant funds are not recorded lo the CTC's accounting 
system until the year-end audit. Therefore, the Com pany's internal financial statem ents reflect large 
additions to fixed assets and depreciation in the m onth of Decem ber. Recording assets purchased and the 
related depreciation expense tim ely w ill allow the Com pany to present m ore accurate m onthly financial 
statem ents to m anagem ent. ]n addition, thls process will allow CTC to m ore effectively m anage its assets, 
provide a m ore accurate record of fixed assets arM, in the event of disaster, assist the Company in its 
dclerm inalion of losses. 



M anagem ent's R esponse 

Appendix B, cont 

Capital Transportation Corl)oration has begun doing so and will be m aintaining i1 on a m onthly basis. 

C?apflalizalion Poli(!y 

The Com pany does not have a writlen policy for capitalization of fixed assets. A written policy provides 
guidance Io accounting personnel and enhances consistent recording of fixed assel acquisitions. CTC should 
develop a written capitalization policy which describes assets to be capitalized and establishes a m inimum 

dollar amount for capilalizalion (we suggesl a threshold of $1,000). By also establishing a minimum for 
capitalization, the Com pany can avoid the lim e consum ing task of depreciating m inor item s. 

M anagem ent's l~.espnnse 

Capital Transl)ortation is currently in tile process of establishing w ritten policies w hich w ill provide a 
guidance to accounting personnel. 

Year End A ccruals 

Federal and local granl funding is currently recognized as revenue in the m onth received. An adjustment is 
m ade to lhe year-end balance sheet and incom e statem ent to properly reflect revenues in the finaucial 
slateluen[ period in which they were realized and m easurable. W e recom m end that lhc CTC , w ith the 
assistance of the City of Baton Rouge, begin to properly state revenue in the m outh in which it is realized and 
m easurable. Properly accruing for grant revenue w ill im prove financial reporting Ibro~gh proper recognition 
of revenue in the proper period. 

M anagelneul~s R espnnse 

Capital Transportation Corporation is presently reporting state revenue in the m onth in w hich it is 
realized and m easurable and w ill continue to do so in the future. 

Reconciliation belw een CTC and City of Baton R ouge 

Primarily all grant revenues and expenses (federal/local grant funding) pass first through tile City of Baton 
F, ouge. The CTC does nol perform a m onthly reconciliation of accounts with the City of Baton Rouge. W c 
recom m end thai m onthly reconciliations be perform ed by CTC personnel, and that all differences be 
researched and adjusted aceordiugly. Implementation of the reconciliation process would improve 
rceordkecping wJlh regard 1o graJ)ls a~d would reduce the possibility of m isslatem ents in the financial 
s|a|eln elits. 



M anagem ent's R esponse 

Appendix B, conl 

Capital Transportation Corporation has been continually conversing w ith the City of Baton Rouge in 
regard to the above issue. ~ e have subm itted suggestions/docum entation as far as a R econciliation 
Statem ent to be provided to them  on a m onthly basis. D iscussions w ill continue in all effort to reach a 

m utually agreeable procedure. 



Pension Plan 

PRIO R Y EAR CO M M ENTS 

Appendix C 

Currently, no specific individual is assigned day-to-day responsibility for the adm inistration of tile Capital 
Transportation Corporation's Employees' Pension Trust Fund (tile Plan). A third-party investment company 
processes all purchases and sales of investm ents based on the term s of a contract; however, tile Plan does not 
have a designated individual to m onitor and reconcile the investment, receipt and disbursem ent transactions. 

The Plan should contract w ith and/or identify an individual whose responsibilities would include m aintaining 
all hooks and records of tlle plan, review ing disbursem ents and receipts for com pleteness and accuracy, 
reconciling and reviewing investm ent activity and cash accounts, and m aintaining the overall records of tile 
Plan. This person w ould work closely w ith the Plan's actuary and third-party investm ent com pany to receive 
the appropriate data and to ensure that controls are in place by the Plan to determ ine that all transactions are 
appropriate and approved. The third-party investm ent com pany subm its weekly copies of all investn~enl 
transactions and sends m onthly sum m aries of the activity w ithin the Plan's investm eut accounts. These 
reports should be filed in an orderly m anner and should be review ed for any unusual transactions. Such a 
person should also review the investlnent and cash statenlents to cosure pension alUOnl/tS were paid to only 
valid retirees or term inated em ployees. The investm ent statem ents should also be reviewed for investm ent 
expenses to ensure that am ounts paid for investm ent expenses are in line w ith contractual am otmts. 

M anagem ent's R esponse 

This issue is still tinder review and consideration by the Pension Board 

Year 2000 

A current key |opic w ith all businesses is Year 2000. Y ear 2000 com pliance is the responsibility of CTC and 
its m anagem ent. A s the end of the year approaches, CTC should ensure that its due diligence on key 
vendor's Year 2000 readiness has been completed, that contingency plans have been developed and are in 

writing, and that confirmation from CTC's vendors (all vendors, not just software vendors) has been received 
and review ed. W e recom m end that the Board receive a report from m anagem ent regarding, its Year 2000 
assessnlenl and review contingency plans for appropriateness and com pleteness. 

M anagem ent's R esponse 

Capital Transportation Corporation m et all the necessary requirem ents to ensure that our com pany 
w as and is in com pliance w ith the Y ear 2000. 


