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Suite 3500 One Shell Square 
New Orleans. LA 70139 3599 

Independent Auditors ' Report 

Board of Directors 
Capital Transportation Corporation 

We have audited the accompanying general purpose financial statements of 
Capital Transportation Corporation (CTC), a component unit of the City of 
Baton Rouge - Parish of East Baton Rouge , as of and for the year ended 
l)ecermber 32, 1997, as listed in the table of contents . These general purpose 
financial statements are the responsibility of CTC 's management . Our 
responsibility is to express an opinion on these general purpose financial 
statements based on our audit . 

We conducted our audit in accordance with generally accepted 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 statements 
are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management , as well as evaluating the 
overall financial statement presentation . We believe that our audit provides 
a reasonable basis for our opinion . 

As discussed in note ii, the pension trust fund financial statements have been 
restated as a result of a change in reporting the period of the related 
financial statements. 

In our opinion , the general purpose financial statements referred to above 
present fairly, in all material respects, the financial position of CTC as of 
December 33, 1997, and the results of its operations and cash flows of its 
proprietary fund and the changes in plan net assets of its pension trust fund 
for the year ended in conformity with generally accepted accounting 
principles. 

In accordance with Government Auditing Standards, we have also issued our 
report dated May 22, 1998, on our consideration of CTC'S internal control over 
financial reporting and our tests of its compliance with certain provisions of 
laws, regulations, contracts and grants. 

Our audit was made for the purpose of forming an opinion on the 1997 general 
purpose financial statements taken as a whole . The accompanying information 
included in Required Supplementary Information under GASB Statement No

. 25 as 
listed in the Table of Contents, which is also the responsibility of CTC's 
management, is presented for purposes of additional analysis and is a required 
part of the general purpose financial statements of CTC . Such information 
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has been subjected to the auditing procedures applied in the audit of the 
genera] purpose financial statements and, in our opinion, is fairly stated in 
all material respects in relation to the general purpose financial statements 
taken as a whole . 

Effective January I, 1997, the CTC adopted GASB Statement Numbers 30 and 31 as 
discussed in note II. 

May 22, 1998 



Current assets : 
Cash (note 2 

CAPITAL TRANSPORTATION CORPORATION 

Balance Sheet - Proprietary Fund 

Accounts receivable (note 3 
Inventories 

December 31, 1997 

A SSe tS 

Due from other governments 
Prepaid expenses and other assets 

Total current assets 

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

Total restricted assets 

Property, buildings and equipment, net (note 4 

Liabilities and Fund Equity 

Current liabilities (payable from current assets 
Accounts p ay able contracts - pay able 
Accrued salaries payable 
Other accrued liabilities 
Accrued compensated absences 
Deferred revenue 

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 
Contributed capital: 

Primary government 
Federal government 
Retirement of Federal contributions 

Accumulated deficit 

Total fund equity 

See accompanying notes to general purpose financial statements 

513 
61 

205 
262 
13 

424 
003 
050 
530 
434 

] .055 .42] 

$ 14j oY, 5Q> 

105,470 
60,070 
30,829 

399,366 
95,06? 

690,802 

248 
91 

682 

688 
047 
805 

1,02~,540 

1.713,342 

4,587 ,506 
14,820,407 
(4,988,107 

14 ,419,806 

(1,425,640 

]2,994,166 

$ ~j ,707 808 



CAPITAL TRANSPORTATION CORPORATION 

Statement of Revenues, Expenses and Changes in Accumulated Deficit 
Proprietary Fund 

For the year ended December 3], 1997 

Total operating revenues 

Direct operatlng expenses: 
Persona] services and fringe benefits 
Supplies 
Contractual services and liability costs 
~epre~i~tion e~pense 

Total direct operating expenses 

Loss from operations 

Nonoperating revenues (expenses): 
Interest and financial charges 
Government operating grants : 

Federal operating subsidy 
Planning and technical study grants 
Planning and technical study expenses 
Hotel/motel tax (notes l (i) and 3) 
Miscellaneous 

Total nonoperatlng revenues 

Excess of expenses over revenues before 
operating transfer from Primary Government 

Operating transfers from Primary Government 
Parish Transportation F'und 
Parish General Fund 

Net income before transfer of contributed 
capital depreciation 

Accumulated deficit : 
Balance, beginning of year 
Credits arising from amortization of 

contributed premises and equipment 

Balance, end of year 

See accompanying notes to general purpose financial statements 

2 ,173 ,532 
83,393 

2,256,925 

43 ,373 

593,500 
240,216 
(242,408) 
745,504 
10,668 

1 ,390 .853 

1,973,234 

1,005,902 
968,932 

1,974,834 

1,600 

1,897,614 

$(i,425~640 



CAPITAL TRANSPORTATION CORPORA TION 

Statement of Cash Flows 

For the year ended December 31, 1997 

Cash flows from operating activlties : 
Cash received from operations 
Cash received from other sources 
Cash paid to employees and for related expenses 
Cash paid to suppliers and others 

Net cash used in operating activities 

Cash flows from noncapital financing activities: 
Operating subsidies received from other governments 
Grant expenses 
Sales tax 
Other revenue 
Operating transfers City-Parish - Transportation Fund 
Operating transfers City-Parish - General Fund 

Net cash provided by noncapital 
financing activities 

Cash flows from capital and related financing 
activities: 

Acquisition and construction of capital assets 
Capital contribution 

Net cash used for capital and related 
financing activities 

Cash flows from investing activities 
interest paym ents received 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

Reconciliation of cash as listed in the balance sheet 

Unrestricted cash 
Restricted cash 

$ 2,167,993 
83,393 

(3,461,831) 
(],737,370) 

2,947,815 

833,716 
(242,408 
672 ,907 
i0,668 

1,005,902 
968,932 

3.249.717 

5,384,957 
5,077,584 

(307,373 

37,902 

1.832 .666 

$ 1,870,568 

513 
357 

424 

$ 1,870,568 

Continued) 



CAPITAL TRANSPORTATION CORPORATION 

Statement of Cash Flows, Continued 

R~conciliation o{ loss fxom operations to net 
cash used in operating activities: 

Loss from operations 
Adjustments to reconcile loss from operations 

to net cash used in operating activities: 

Depreciation 
Increase in accounts receivable 
Decrease in prepaid assets 
Increase in inventory 
Decrease in accounts p~yable and accrued expenses 
Decrease in the provision for legal and small 

claims liability 

Net cash used in operating activities 

See accompanying notes to general purpose financial statements 

$ (3,364,087 

671 
(5 
2 

(2l 
(8 

600 
539 
589 
723 
654 

222 ,001 

$ (2_9~7,815 



CA PITA L TRANSPORTAT ION COR PORATION 

Statement of Changes in Plan Net Assets 

A sse ts : 
Cash and equivalents 
Receivables - interest 
Investments 

January 31 , 1998 

Net plan assets (note 6 

See accompanying notes to general purpose financial statements 

68,692 
9,790 

2,398,098 

$ 2~ 76~ 580 



CAPITAL TRA NSPORTATION CORPORA TION 

Statement of Changes in Plan Net Assets 

Year ended January 31, 1998 

Additions : 
Contributions: 

Employer contributions 
Employee contributions 

Total contributions 

Investment income : 
Dividend income 
Net appreciation 

Less investment expense 

Net investment income 

Total additions 

Deductions : 
Benefits 
Employee refunds 
Administrative expenses 

Net change in plan assets 

Plan assets at beginning of year as 
previously reported 

Restatement [note ii 

Plan assets at beginning of year as restated 

Plan assets at end of year (note 6 

See accompanying notes to general purpose financial statements 

148,727 

291.454 

]74 
104 

355 
882 

279,237 

(4,305 

274 ,932 

566.386 

50 ,687 
28,939 
48,199 

127 ,825 

438.561 

1,691,927 

346,092 

2,038,019 

$ 2,476,580 



CAPITAL TRAN SPORTATION CORPORATION 

Notes to Financial Statements 

December 31, 1997 

i) Sum/narv of Significant Accounting Policies 

(a) Report Issued Under Separate Coverage 

The Capital Transportation Corporation 's (~CTC" or "the 
Corporation") financial statements are an integral part of the 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 Bast 
Baton Rouge Parish to provide bus transportation services. The 
Metropolitan 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 government is the calendar year . 

Government Accounting Standards Board (GASB) Statement No. 14, 2~2e 
Financial Reporting Entity , established criteria for determining in 
which component units should be considered part of the City of Baton 
Rouge - Parish of East Baton Rouge for financial reporting purposes. 
The basic criteria are as follows: 

3 

2 

3 

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 name , sue and the sued , and the 
right to buy , sell and lease property in its own name . 

Whether the City-Parish governing CTC (Metropolitan Council or 
Mayor-President) appoints a majority of board members of the 
potential component unit. 

Fiscal interdependency between the City-Parish and the 
potential component unit . 

Imposition of will by the City-Parish on the potential 
component unit . 

Financial benefit/burden relationship between the City Parish 
and the potential component unit. 

Based on the previous criteria, CTC 
of the City of Baton Rouge , Parish of 

is considered a 
East Baton Rouge 

In addition, based on the previous criteria, CTC's management has 
included the Capital Transportation Corporation 's Employees' Pension 
Trust Fund as a Blended Component Unit within the financial 
statements of the Corporation . 

(Continued 



CAPITAL TRANSPORTATION COR PORA TION 

Notes to Financial Statements 

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

Currently , the Trust is governed by a four memb er board composed of 
two members representing the Employer Trustees and two members 
elected as Union Trustees. The Trust is funded by the investment of 
the contributions from CTC and memb er employees who are obligated to 
make the contributions to the Trust. The fiscal year of the Trust 
ends January 31st of each year . The Trust does not issue a 
separately issued audit report. 

c) Basis of Accounting 

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 with a set of self-balancing accounts that 
comprise its assets, liabilities, fund equity, revenue, and 
expenses . Government resources are allocated to and accounted for 
in individual funds based upon the purpose for which they are to be 
spent and the means by which spending activities are controlled . 
The funds are classified as follows : 

ProDrietarv Fund 

Enterprise Fund Enterprise Funds are used to account for 
operations: (a) that are financed and operated in a manner similar 
to private business enterprises - where the intent of the governing 
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 deterraination 
of revenue earned , expenses incurred , and/or net income is 
appropriate for capital maintenance, public policy , management 
control, accountability , or other purposes. 

Fiduciary Fund 

Trust Fund - CTC 's Employee 's Pension Plan 
the accumulation of contributions for a 
employer pension plan providing retirement 
employees . 

d) Basis of Accounting 

is used to account for 
defined benefit single 
benefits to qualified 

The accounting policies of the CTC conform to generally accepted 
accounting principles as applicable to governments. The CTC uses 
fund accounting to report its financial position and results of 
operations. The CTC 's accounts are organized into a single 
propriety fund . The enterprise fund is used to account for 
operations (a} that are operated in a manner similar to private 
business--where the 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 

I0 

Continued 



CAPITAL TRANSPORTATION CORPORATION 

Notes to Financial Statements 

charges or (b) where the governing body has decided that the 
periodic determination of revenues earned, expenses incurred and/or 
net income is appropriate for capital maintenance . 

Accordingly , the CTC maintains 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 pronouncements issued on or 
before November 30, 1989 in accounting for its operations unless 
those pronouncements conflict or contradict GASB pronouncements. 

The Pension Trust Fund's financial statements 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 with the terms of the plan . 

e) Restricted Assets 

Certain assets, principally consisting of cash and investments, are 
segregated and c]assified as restricted assets which may not be used 
except in accordance with contractual terms, under certain 
conditions, or for specific board-designated purposes . 

f) Investments 

Investments, consisting of mutual funds, are stated at market 

g) Inventories 

Inventories, principally repair parts and supplies, are stated at 
cost, which approximates market. Cost is determined by the average 
cost method except for gasoline, diesel fuel and oil for which cost 
is determined by the first-in , first-out method. 

h) Property, Buildings and Equipment 

Property , buildings and equipment are recorded at cost. 
Depreciation or amortization is charged to expense over the 
estimated useful lives of the assets and is determined using the 
straight-line method. Expenditures for maintenance and repairs 
which do not materially extend the useful life of the assets are 
charged to expense as incurred . 

The estimated depreciation rates used in computing depreciation are 

Buildings 
Revenue equipment: 

Coaches 
Fare collection boxes 

Service vehicles 
Shop equipment 
Furniture and fixtures 

Ii 

3 .3 to 10% 

10% 
8% 

l0 to 33% 
I0 to 33% 
I0 to 33% 



CAPITAL TRANSPORTATION CORPORA TION 

Notes to Financial Statements 

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

J) Federal and State Grants, Dedicated Taxes and Contributed Capita] 

Federal and state grants are made available to the CTC for the 
acquisition of public transit facilities, buses and other transit 
equipment . Unrestricted operating grants and grants restricted as 
to purpose , but not contingent on the actual expenditures of funds, 
are recognized at that point in time when the right to the funds 
becomes irrevocable. Where the expenditure of funds is the prime 
factor for determining the eligibility for the grant proceeds, the 
grant is recognized at the time when the expense is incurred. 
Operating grants are credited to income , and capital grants are 
credited to fund equity . Depreciation and other costs financed by 
government capital grants are charged to operating expenses and 
transferred from the accumulated earnings category of fund equity to 
contributed capital category of fund equity . 

In addition to Federal grants, CTC is the recipient of 50% of the 
monies established under R .S 47:302.29(B) and R .S. 47:322.1, which 
sets aside the Louisiana State sales tax on hotel occupancy . These 
monies are provided into the East Baton Rouge Parish Colmmunity 
Improvement 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 mass transit purposes . The 
monies in the Improvement Fund are appropriated annually by the 
State legislature . Current year revenues form the Improvement Fund 
totaled $645,504. In addition, CTC also receives $i00,000 from the 
East Baton Rouge Enhancement Fund (Enhancement Fund), which has 
similar restrictions and is created by the State legislature as the 
Improvement Fund proceeds. 

j ) Compensated Absences 

Employees earn vacation and sick 
to continuing years of service as 

leave in varying amounts according 
follows : 

Years of Service Vacation 

0 
i 
2 
6 

15 

None 
7 days per year 
13 days per year 
17 days per year 
24 days per year 

Sick 

Vacation must be taken by December 31, or it is lost . Sick leave is 
accumulated without time limitations and there is no limitation as 
to the amount paid upon termination or retirement. 

k) Cash Flows 

For the purposes of the statement 
equivalents include all highly liquid 

12 

of cash flows, cash and cash 
investments . 

Continued 



CA PITAL TRAN SPORTATION CORPORA TION 

Notes to Financial Statements 

(I) Claims 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 reasonably estimated. 
]ncurred but net reported claims have been considered in determining 
the accrued liability . 

m ) Estimates 

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

2) Cash and Investments 

The CTC 's cash and investments consisted of the following 

Cash on hand and in banks 
Certificate of Deposit 
Paragon Mutual Funds: 

Fixed income 
Equity 

Proprietary 
Enterprise 

Fund 

Fiduciary 
Pension Trust 

Fund Totals 

$ 1,529,291 68,692 
341,277 

1,777,755 
620 ,343 

1,597,983 
341,277 

1,777,755 
620 .343 

Total cash and cash 

equivalents $ ~ qL568 2~4~ 790 ~ ~7~358 

Restricte~ assets - cash and cash equivalents are restricted by either 
local or Federal mandate or by management for capital, self-insured 
claims and designated operational needs. 

The cash and investments in the City-Parish consolidated cash and 
investment pool are primarily deposits with financial institutions. 
These deposits are collateralized by the financial institutions pledging 
government securities which are held in safekeeping with the financial 
institution 's agent in the City-Parish 's name . 

Actual cash in banks and certificates of deposit as of December 31, 
1997, for restricted and unrestricted bank accounts, before outstanding 
checks and reconciling items, was $1,619,864. Of the total bank 
balances at December 31, 1997, all amounts were substantially covered by 
federal depository insurance or by collateral held in the CTC 's name. 

Investments are held in the name of the CTC by its agent and are a 
category 1 under GASB 3 requirements. Statutes authorize the CTC to 
invest in direct United States Treasury obligations; bonds, debentures, 
notes or other indebtedness issued or guaranteed by U .S . Government 
Instrumentalities which are federally sponsored or federal agencies that 

13 
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CA PITAL TRAN SPORTATION CORPORA TION 

Notes to Financial Statements 

are backed by the full faith and credit of the United States; short-term 
repurchase agreements; and time certificates of deposit at financia] 
~nstitutions, state banks and national banks having their principal 
offices in Louisiana . 

As of December 31, 1997, $191,292 of 
collateral to the Louisiana Office of 

3) Receivables 

restricted assets was pledged as 
Workman 's Compensation . 

Federal and state grant programs represent an important source of 
funding to finance housing, employment , construction, and social 
programs which are 
state funds are 
December 31, 1997 
collections. 

beneficial to the City-Parish . CTC 's federal and 
passed-through the City-Parish . Reeeivab]es at 
primarily consists of $241,654 of hotel~motel tax 

Propertv , Buildinos and 

A summary of changes in fixed assets follows 

January i , 
1997 Additions Deletions 

],and $ 378,307 
Buildings 2,]12 , 136 
Equipment, primarily 

transportation 
vehicles 5,487,]52 

Construction 
in progress 4 ,625 . 821 

12 ,603,416 
Accumulated 

depreciation (5,160,132) 

Construction 
The land on 
City-Parish . 

3,707,605 

1.477 ,303 

5,184,908 

{639,728) 

December 31 
1997 

378,307 
2 ,112 ,136 

9,194,757 

6 ,183 .124 

17 ,788,324 

(5,799,860) 

$ ,7=443-284 ~ 545z189 7 : i1,988,464 

in progress is composed of CTC 's administration building . 

which CTC is constructing this building is owned by the 

(5) Fund Equity and Working Capital 

a) Accumulated Deficit 

As of December 31 
$1,425,650, which 
asse ts . 

, 1997, the CTC 's 
reflects accumulated 

14 

accumulated deficit was 
depreciation on fixed 

Continued 
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CAPITAL TRANSPORTATION CORPORATION 

Notes to Financial Statements 

Contributed Canital 

The following sun~ arizes the changes in contributed capital 
accounts, net of accumulated amortization , as of and for the years 
ended December 31 : 

Primary 
Governmen t 

Federal 
Government 

January i, 1997 $ 3,516,511 11,074,277 
1997 grants 1,070,995 3,746,130 
1997 depreciation 

Federal 
Retlreme~t 

4,517,733) 

(470,374) 

i0,073,055 
4 ,817 ,]25 
(470,374 

December 31, 1997 $ 4~587~_50 6 14~820~407 (4~ 988~i07) 14.439,806 

c) Working Capital 

Operations of CTC have been subsidized by the Federal and local 
governments through various cash grants and appropriations. A 
su.~nary of the subsidies are as follows: 

parish Transportation Fund 
Parish General Fund 

6) Pension Plan 

Total operating subsidies 

$ 1,005,902 
968,932 

$ ~,974~834 

The Corporation , as well as covered employees, make contributions to the 
Capita] Transportation Corporation Pension Trust Fund (Plan), a defined 
benefit single employer pension plan . The Plan is administered by a 
local bank , under the direction of a Board of Trustees . 

All full time employees become eligible for participation upon the date 
he enters covered e[~ lo~ nent. Normal retirement date is the first day 
of the month following a member's 65th birthday and completion of i0 
years of service . Benefits vest after ten years of service. A 
participant is entitled to a monthly normal retirement benefit beginning 
on his normal retirement date in an amount equal to the sum of $17.00 
multiplied by the number of years of service prior to February I, 1973 
(up to i0 years); plus $12.50 multiplied by the number of years of 
service from February i, ]973 to February i, 1990; plus 1% of average 
compensation for each year of service after February i , 1990 . Average 
compensation is determined as the average of the five consecutive plan 
years of compensation that produces the highest average . Early 
retirement is permitted for participants who have 15 years of service 
(five of which is after February i, 1973) and who have attained age 55; 
early retirement benefits are reduced from normal retirement benefits . 

15 
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CAPITAL TRANSPORTATION CORPORA TION 

Notes to Financial Statements 

The Plan 's fiscal year ends January 31, each year, and so membership , 
pension benefit obligation , and other pension information is obtained 
from the Plan 's Annual Actuarial Valuation Report as of February i, each 
year. Current membership is comprised of the following at February i, 
]997 : 

Retirees and beneficiaries currently 
receiving benefits 

Vested terminated employees 
Active Employees : 

Fully vested 
Not vested 

For the year ended January 31, 1997 
payroll of approximately $2,615,480. 
$2,519,1962. 

24 
14 

55 
39 

the Corporation had an annual 
Total annual covered payroll was 

The employees and the Corporation each contributed, as required, 5.5% of 
each employee 's salary through November 1997, after which the 
comtribution rate changed to 7%. For the plan year beginning 
February i, 1995, CTC 's pension plan was granted "qualified" status by 
the IRS which enables benefits to no longer be subject to income taxes. 
The plan 's long-range ability to pay benefits also depends on the future 
financial health of the Corporation . 

Key actuarial assumptions include 6% interest compounded annually , 
mortality tables from the 3983 Group Annuity Mortality Table for males 
and females, anticipated turnover and disability rates, and salary 
increases of 4% annually . 

7) Deferred Compensation Plan 

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 Compensation plan is available to all full-. 
time employees and permits them to defer a portion of their salary until 
future years . All amounts 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. Compensation deferred 
under this plan for fiscal year 1997 was $19,535. 

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 management, amounts that might be 
subject to disallowance upon final audit, if any, would not have a 
material effect on the CTC 's financial position . 

16 



CAPITAL TRANSPORTATION CORPORATION 

Notes to Financial Statements 

b) Grant Cort~d tment s 

As of December 31, 1997, the CTC through the City-Parish is 
committed to use earnings to fund local matching requirements under 
grants for which a contractual obligation existed at the end of 
each year . CTC does not currently foresee any concerns in meeting 
its matching requirements. 

9) Self-insurance and Legal Claims 

The CTC is exposed to various risks of loss related to torts, damage to 
and destruction of assets, errors and omissions, injuries to employees 
and natural disasters. The 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 self-injury claims in excess of $~,000,000. Excess workers' 
compensation claims above this limit are covered by commercial 
insurance . 

At December 31, 1997, $683,805 of accrued claims liabilities is included 
on the Enterprise Fund balance sheet . The accruals, which are based 
upon the advice of counsel and estimates of CTC 's thlrd-party 
a~ninistrators are , in the opinion of management, sufficient to provide 
for all probable estimable claims liabilities at December 31, 1997 . 

Changes in claims liability during the year ended December 31, 1997 are 
as follows : 

1997 

Beginning 
of year 
liability 

Current year 
claims and 
changes in 
estimates payments 

Balance at 
year end 

$ 904~ 806 _2.7~ 960 (248,961) 68~ 805 

Information related to prior years is not readily available 

10) Significa nt 

ii 

Sales Contract 

An agreement was renewed in 1996 and 1997 between the Board of 
Supervisors of Louisiana State University and CTC . The agreement states 
that CTC will provide LSU with 45 passenger buses, personnel and 
supplies to operate a mass transit system commencing August 15, 1996, 
and terminating August 14, 1998. As consideration for the service 
rendered, LSU paid to CTC during the calendar year of 1997 $1,075,934. 
This amount is inc].uded in charges for services on the statement of 
revenues, expenses and changes in retained earnings. 

Recent Accountina Pronouncements and Prior Period Adjustments 

The following summarizes the impact of recent accounting pronouncements 
and prior period adjustments: 

a) Implemented Pronouncements 

In November 1994, GASB issued Statement No. 25, Financial Reporting 
of Defined Benefit Pension Plans and Note Disclosures for Defined 

17 
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CA PITAL TRA NSPORTATION CORPORA TION 

Notes to Financial Statements 

Contributions Plans, which was effective for periods beginning 
after June 15, 1996 . This Statement established a financial 
reporting framework for defined benefit pension plans into two 
categories of data : (i) current financial information about plan 
assets and financial activities and (2) actuarially determined 
information, from a long-term perspective, about funded status of 
the plan and progress in accumulating sufficient assets . The Plan 
data included in the 1996 financial statements was for the plan 
year ended January 31, 1996, rather than January 3], 1997. 
Consequently , beginning net plan assets have been restated as 
follows : 

Plan assets at beginning of year as 
previously reported 

Restatement for 1997 activity 

Plan assets at beginning of year 
as restated 

$ 1,691,927 

346,092 

$ 2j038,019 

]n February 1996, GASB issued Statement No . 30, Risk Financing 
Onu~ibus, which was effective for periods beginning after June iS, 
]996. This Statement required the inclusion of specific 
incremental claim adjustment expenditures/expenses and estimated 
recoveries in the determination of the liability for unpaid c]aims 
and modifies current disclosure requirements. Prior year estimates 
appeared to have included expense reserves; therefore, the 
statements have not been materially impacted by this statement. 

In March 1997, GASB issued Statement No. 31, Accounting and 
Financial Reporting for Certain Investments and for External 
Investment Pools, which is effective for periods beginning after 
0une 15, 1997. This Statement required governmental entities to 
report non-external pool investments with a maturity period of 
greater than one year at market value . This statement was adopted 
in 1997 with no material affect to the enterprise fund financial 
statem en ts . 

b) Upcoming Pronouncements 

In November 1994, GASB issued Statement No. 27, Accounting for 
Pensions by State and Local Government Employers, which is 
effective for periods beginning after June 15, 1997 . This 
Statement establishes standards for the measurement, recognition 
and display of pension expenditures/expense and related 
liabilities, assets, note disclosures and required supplementary 
information in the financial statements of state and local 
governmental employers . CTC is addressing the impact of this 
Statement . 
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12) Related Parties 

CA PITAL TRAN SPORTATION CORPORA TION 

Notes to Financial Statements 

The members of the Pension Board of the Pension Trust Fund were paid a 
per diem for the attendance at board meetings in calendar year 1997 and 
are also reimbursed for out-of-pocket expenses resulting from their 
participation in pension activities. The amounts received by each 
Commissioner for the year ended December 31, 1997 were as follows : 

Michael McCleary 
Charles Brown 
Kenneth Montgomery 
Marion Verde 
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Expense 
Per Diem Reimbursement Total 

$ 680 
2,40] 
2 ,401 

68O 

$ ~ .~6~ 

3 ,263 
3 .263 

680 
5,664 
5,664 

680 

~ 26 _12, 6B~  



CAPITAL TRANSPORTATION CORPORATION 

Required Supplementary Information Under GASB Statement No . 25 

Actuarial 
Valuation 

Date 

Actuarial 
Value of 
A ssets 

SCHEDULE OF FUND ING PROGRE SS 

Actuarial 
Accrued 
Liability Unfunded 

( AAL } AAL 
Funded 
Ratio 

Covered 
Payroll 

Unfunded 
AAL as a 

percentage 
of payroll 

]131/97 $ 2,048,573 2L169,991 121,418 94.4% $2,519,162 4:8% 

SCHEDULE OF EMPLOYER CONTRIBUTIONS 

Annual 
Required 

Year Ended Contribution 
Actual 

Contribution 
Percentage 

Contributed 

$30,726 $145,727 5.78% 

NOTES TO THE SCHEDUL ES OF TREND INFORMATION LISTED ABOVE 

The information presented above was determined as part of the actuarial valuation 
at the date indicated . Additional information as of the latest actuarial 
valuation follows . 

Valuation date 

Actuarial cost method 

Amortization method 

Remaining amortization period 

Asset valuation method 

Actuarial assumptions: 
Investment rate of return 
Projected salary increases 

See accompanying independent auditors ' report 
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January 31, 1997 

Frozen Entry Age 
Actuarial Cost Method 

Level percent closed 

l0 years 

Current market value as of 
the last day of the 
prior plan year. 

6 .0% 
4 .0% 



Peat M arw ick LLP 
Sank One Centre-North Tower 

Suite 1700 
451 Florida Street 
Baton Rouge, LA 70~,01-17~,5 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE W ITH 

GOVERNMENT AUDITING STANDARDS 

The Board of Directors 
Capital Transportation Corporation 

We have audited the general purpose financial statements of Capita] 
Transportation Corporation (CTC), as of and for the year ended December 3], 
1997, and have issued our report thereon dated May 22, 1998. We conducted our 
audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Co~ troller General of the United States. 

~ liance 

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

Internal Control Over Financial Reportino 

In planning and performing our audit, we considered CTC'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 to 
provide assurance on the internal control over financial reporting. Our 
consideration of the internal control ever financial reporting would not 
necessarily disclose all matters in the internal control over financial 
reporting 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 
misstatements in amounts that would be material in relation 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 consider to be material weaknesses. However, we noted 
other matters involving the internal control over financial reporting that we 
have reported to management of CTC in a separate letter dated May 22, 1998. 

8h :5 II'~ ~- 0[IV 8G 
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This report is intended for the information of CTC's Board, CTC's management 
and the Legislative Auditor's Office. However, this report is a matter of 
public record an~ its distribution is not lim ited . 

May 22, 1998 



May 22, 1998 

Suite 3500 One Shell Square 
New Odeans, LA 70139 3599 

Capital Transportation 
Baton Rouge, Louisiana 

Ladies and Gentlemen 

We have audited the financial statements of capita] Transportation 
Corporation (CTC) as of and for the year ended December 31, 1997, and have 
issued our report thereon dated May 22, 1998. In planning and performing 
our audit of the financial statements of CTC, we considered internal 
control in order to determine our auditing procedures for the purpose of 
expressing our opinion on the financial statements . An audit does not 
include examining the effectiveness of internal control and does not 
provide assurance on internal control. We have not considered internal 
control since the date of our report. 

During our audit we noted certain 
other operational matters that are 
co:~nents and recommendations , all 

matters involvin9 internal control and 
presented for your consideration . These 
of which have been discussed with the 

appropriate members of management, are intended to improve internal control 
or result in other operating efficiencies and are summarized in Appendix A . 
The status of prior year comments that were pending as of December 31, 1996 
are included in Appendix B . Appendix C provides management's response to 
curren t year comments . 

Our audit procedures are designed primarily to enable us to form an opinion 
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 the company 's organization gained during our work to 
make comments and suggestions that we hope will be useful to you . 

We would be pleased to discuss these comments and recommendations with you 
at any time . 

This report is intended solely for the information and use of the Board and 
management, and the Federal Transit Administration . 

Very truly yours 



CURRENT YEAR COMMENTS 

Accottnting Policies 

There are no written policies and procedures for 
is available for actual 
instructions as to how an 

Segregation of Duties 

Appendix A 

the CTC for any controls . 
job descriptions. These 
employee performs his/her 

Segregation of duties should be implemented in the areas of accounting for 
and receiving cash for passes and tokens . Currently , one employee receives 
cash , prepares the deposit and holds and deposits the cash . These duties 
should be segregated. 

Passes 

The Operating Chief is responsible for distribution of passes to the two 
bus supervisors . Tickets are color coded and coded with a number . The 
number and color are used to describe the week the pass is used . The 
supervisors return to the Operating chief any unused or unsold tickets. 
q~ e Operating Chief records the number given on his calendar and reviews 
the his notation when the unsold tickets are returned . It is our 
understanding that the Operating Chief will be implementing a procedure to 
better document the distribution and return of tickets. Also, the 
Operating chief does not currently reconcile his count with the money 
received from the sale of the tickets; the Operating Chief also plans on 
modifying this procedure . We recommend that current procedures be changed 
to address the reconciliation and documentation concerns and that passes be 
accounted for by the number , color and code number . We also recommend that 
the supervisors maintain the ticket numbers sold in addition to the number 
sold . 

]n addition to the above, we noted that passes are maintained in the 
Operating Chief's desk that is locked by a key held by the Operating Chief. 
To ensure proper accounting for these passes, because the ticker desk 
drawer is not always locked, we recommend that the tickets be held in CTC 's 
locked safe . 

Inventory Policies 

Inventory items should be recorded in the system when they are removed from 
the floor . Any returns of inventory should also enter the system 
in~led~ately . Currently , employees manually document what is taken from 
inventory and what is returned . In addition, because employees are not 
always documenting the return of items, the physical count did not agree 
with the inventory system data at year-end . Accounting receives the manual 
documentation of what is taken from inventory and what is returned to be 
input in the system . By modifying the existing procedures to require 
written documentation of all inventory activity, CTC will have increased 
accountability over its inventory items. 

Lump Sum  Paym ents 

The lump sum payments for pension 
employees are not reflected in the 
received each month from the trustee . 

participants that are not vested 
Participant Payment Trust Statement 
This information should be reported 



at ]east quarterly to the Payroll A~ i1inistrator to enable a review for 
proper payments . Such information is available per discussion with trustee 
representatives. The Payroll Administrator should have access to such 
information and review for proper payment on a regular basis for these ]uIi~ 
sum payments . 



DISPOSITION OF PRIOR yEAR 'S MANAGEMENT LETTER COMMENTS 

PRIOR YEAR 
RECOMMENDATION 

MANAGEMENT 
RESPONSE STATUS 

Appe.~t! x r~ 

COMMENT 
DISPOSITION 

As per prior year auditors' management letter for the year ended December 3], ]996 

Payroll and Related E~ enses 

"We recommend that the 
Corporation continue its 
efforts in reconciling, on a 
monthly basis, the payroll 
withholding accounts by 
matching the subsequent 
disbursements and any 
differences be investigated 
and appropriately recorded ." 

leave 
w a s 

Accrued Leave 

our testing of accrued 
in the 
noted 

curren t 
that 

employees sold 
days of sick 

year , it 
several 

more than six 
leave in 1996. 

Per review of the client's 
union agreement, employees are 
allowed to sell a total of six 
days of sick leave per year . 
"Sold " and "Sale" means; an 
employee can request to be 
paid for sick leave without 
actually taking time off. 
Through discussion with 
management, it was noted that 
this policy may be waived 
under certain circumstances ." 

Implemented 

Implemented 

The Corporation is con- 
tinuJng to do this on a 
monthly basis . 

A m emo was sent ou t to 
all department heads to 
inform them of the 
policies concernlng 
employees sick leave . 
The selling of more than 
six days of sick leave 
is allowed only in the 
case of an emergency and 
must be approved by the 
department head and 
documented . These 
policies wi]] be 
monitored by all 
department heads and the 
payroll ac~ilinistrator . 



MANAGEMENT 'S RESPONSE TO CURRENT AND OPEN PRIOR 

Accounting Policies 

There are no written policies and procedures for 

Managem ent 's Response 

is available for actual 
instructions as to how an 

We are currently working on updating the 
desk which will contribute to the policies 

Appendix C 

YEAR COMMENTS 

the CTC for any controls . 
job descriptions. These 
employee performs his/her 

each employee 's 
and procedures manual 

Segregation of Duties 

Segregation of duties should be implemented in the areas of accounting for 
and receiving cash for passes and tokens. Currently , one employee receives 
cash , prepares the deposit and holds and deposits the cash , These duties 
should be segregated . 

M anagement 's Resp on se 

We are in need of additional staff. To alleviate this issue, the 
receptionist is now making duplicate receipts, holding them, and going over 
the copies with the deposit person on a monthly basis. 

Passes 

The Operating Chief is responsible for distribution of passes to the two 
bns supervisors. Tickets are color coded and coded with a numbe~ . The 
number and color are used to describe the week the pass is used . The 
supervisors return to the Operating chief any unused or unsold tickets . 

The Operating Chief records the number given on his calendar and reviews 
the his notation when the unsold tickets are returned . It is our 
understanding that the Operating Chief will be implementing a procedure to 
better document the distribution and return of tickets . Also, the 
Operating Chief does not currently reconcile his count with the money 
received from the sale of the tickets; the Operating Chief also plans on 
modifying this procedure . We recommend that current procedures be changed 
to address the reconciliation and documentation concerns and that passes be 
accounted for by the number, color and code number . We also recommend that 
the supervisors maintain the ticket numbers sold in addition to the number 
sold . 

In addition to the above, we noted that passes are maintained in the 
Operating Chief's desk that is locked by a key held by the Operating Chief . 

To ensure proper accounting for these passes, because the ticker desk 
drawer is not always locked, we recomnlend that the tickets be held in CTC 's 
locked safe . 



Managem ent 's Respon se 

Now that we are in the new facility these passes are kept in a locked file 
room within the cabinet. 

The second recommendation is being reviewed and procedures are being 
devised ; however, once again , additional staff may be necessary to 
adequately keep up these procedures . 

Inventory 

Inventory items should be recorded in the system when they are removed from 
the floor . Any returns of inventory should also enter the system 
J~ nediately . Currently , employees manually document what is taken from 
inventory and what is returned . In addition, because employees are not 
always documenting the return of items, the physical count did not agree 
with the inventory system data at year-end. Accounting receives the manual 
documentation of what is taken from inventory and what is returned to be 
input in the system . By modifying the existing procedures to require 
written documentation of all inventory activity , CTC will have increased 
accountability over its inventory items. 

M anagem ent 's Respon se 

Being at the new facility brings new technology to the inventory procedure 
and additional security to the parts area . The Maintenance Superintendent 
has developed procedures he feels will rectify the problems with inventory . 

Lump Sum Paym ents 

The lump sum payments for pension participants that are not vested 
employees are not reflected in the Participant Payment Trust Statement 
received each month from the trustee . This information should be reported 
at least quarterly to thE! Payroll Administrator to enable a review for 
proper payments. Such information is available per discussion with trustee 
representatives. The Payroll A~ ,inistrator should have access to such 
information and review for proper payment on a regular basis for these lump 
sum paym ents . 

Managem ent 's Resp on se 

The Payroll Administrator will receive quarterly reports showing lump sum 
payments for pension participants that are not vested and review these 
reports to ensure proper paym ents were made . 



Suite 3500 One Shell Square 

New Orleans. LA 70139-3599 

May 22, 1998 

The Board of Directors 
Capita] Transportation Corporation 

We have audited the financial statements of Capital Transportation Corporation 
as of and for the year ended December 31, ]997, and have issued a report 
thereon dated May 22, ]998. Under generally accepted auditing standards, we 
are providing you with the attached information related to the conduct of our 
audit. 

This information is intended solely for the use of the Board of Directors and 
management and should not be used for any other purpose. 

M(m,b~r hrnl 0r 
KPMG h~1~rnalic*n#1[ 



CAPITAL TRAN SPORTATION AUTHORITY 

DECEMBER 31 , 1997 

Our Responsibility Under Generally Accepted Auditing Standards 

Our responsibility under generally accepted auditing standards is to express 
an opinion on the financial statements of Capital Transportation Corporation 
(CTC) as of and for the year ended December 31, 1997 based on our audit. ]n 
carrying out this responsibility , we planned and performed the audit to obtain 
reasonable assurance about whether the financial statements are free of 
material misstatement, whether caused by error or fraud . Because of the 
nature of audit evidence and the characteristics of fraud, we are to obtain 
reasonable, not absolute, assurance that material misstatements are detected . 
We have no responsibility to plan and perform the audit to obtain reasonable 
assurance that misstatements, whether caused by error or fraud, that are not 
material to the financial statements are detected . 

in addition, in planning and performing our audit, we considered internal 
control in order to determine our auditing procedures for the purpose of 
expressing our opinion on the financial statements. An audit does not include 
examining the effectiveness of internal control and does not provide assurance 
on internal control . 

Furthermore , our audit, including the limited inquiries we made in connection 
with the Year 2000 issue , was not designed to, and does not, provide any 
assurance that a Year 2000 issue which may exist will be identified, on the 
adequacy of CTC 's plans related to Year 2000 financial or operational issues, 
or on whether CTC is or will become Year 2000 compliant . Year 2000 compliance 
is the responsibility of management. 

Significant Accounting Policies 

The significant accounting policies 
of Significant Accounting Policies" 

We noted no 
significant 
required to 

transactions 
and unusual, 

authoritative 
inform you , 
guidance or 

used by CTC are described in the "Summary 
note to the financial statements. 

entered into by CTC during the year that were both 
and of which, under professional standards, we are 
or transactions for which there is a lack of 

c on sen su s . 

Management Judgments and Accounting Estimates 

Accounting estimates are an integral part of the financial statements prepared 
by management and are based upon management's current judgments. Those 
judgments are normally based on knowledge and experience about past and 
current events and assumptions about future events. Certain accounting 
estimates are particularly sensitive because of the significance of the 
financial statements and because of the possibility that future events 
affecting them may differ markedly from management's current judgments. We 
are aware of no significant areas involving management judgment except as 
related to the recording of claims payable and related liabilities, which were 
determined by CTC based on data provided by its attorney and third-party 
administrator. We have reviewed the supporting data and agree with the 
estimates recorded . 



significant Audit Adjustments 

We have adjusted the cash basis financial statements 
basis in addition to recording significant audit 
regular year-end accruals and Federal fund activities 

Disagreements With Management 

the acc]ua] 
related to 

There were no disagreements w ith management on financial accounting and 
reporting matters which, if not satisfactorily resolved, would have caused a 
modification of our report on CTC 's 1997 financial statements. 

Consultation With Other Accountants 

To the best of our knowledge, management has not consulted with or obtained an 
opinion , written or oral, from other independent accountants during the past 
year which were subject to the requirements of Statement on Auditing Standards 
NO . 50, "Reporting on the Application of Accounting Principles." 

Major Issues Discussed With Management Prior to Retention 

There have been no major issues discussed with management prior to our 
retention as your auditors . 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in 
performing our audit. 


