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Postlethw aite &  Nettervllle 
A P~fessiond Accounting Cor~rafion 

Associated Offices in prlncil~l Cities o| the United States 
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Board of Directors 
Capital Transportation Corporation: 

W e have audited the accompanying statem ents of net assets of Capital Transportation Corporation 
(CTC), a compo nent unit of the City of Baton Rouge - Parish of East Baton Rouge as of Decernber 31, 
2003 and 2002, and the related statem en ts of reven ues, expenses and changes in net as sets, an d cash 
flows for th e years then ended. These financial statem en ts are th e resp ons~ility of c-~rc's management. 
Our responsibility is to express an opinion on these financial statements based on our audits. 

W e conducted our audits in accordance with auditing standards gen erally accepted in  the United States of 
America an d Government Auditing Standards, issued by th e Comptroller Gen eral of the United States. 
Those standards require th at we plan an d perform  the audit to obtain  reasonable assuran ce about wheth er 
the financial statemen ts are free of m aterial misstatemen t. An audit in cludes examining, on a test basis, 
eviden ce supporting the amounts an d disclosures in the finan cial statemen ts. An  audit also includes 
assessing th e accounting principles used and significan t estim ates ma de by managem ent, as well as 
evaluating the overall financial statement presen tation. W e believe that our audits provide a reasonable 
basis for our opinion. 

In our  opinion, the finan cial statem en ts referred to above presen t fairly, in all m aterial respects, the 
finan cial position of CTC as of December 31, 2003 and 2002, an d th e results of its op erations an d its 
cash flows for the years then  ended in  conformity with auditing standards  gen erally accepted in the 
United States of America. 

Th e M an agemen t's Discussion an d Analysis on pages 3 through 5 is not a required part of th e basic 
fin ancial statemen ts but is supplementary information required by th e Governmen tal Accoun ting 
Standards Board (GASB). W e have applied certain limited procedures, which consisted principally of 
inquiries of m anagement regarding the methods  of measuremen t an d presentation of the supplem en tary 
information. However, we did not audit th e in form ation an d express no opinion on it. 

In  accordan ce wi th  Government Auditing Standards , we have also issued a report dated June 16, 2004 
on our consideration of CTC's intern al control over finan cial reporting an d our  tests of its compliance 
with certain provisions of laws, regulations, eun tracts an d gran ts. That report is an  integral part of an  

audit performed in accordance wi th Government Auditing Standards and should be read in conjun ction 
wi th this rep ort in considering the results of our  audits. 
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Our audits w ere made for the purpose of forming an opinion on the 2003 and 2002 financial statem ents 
taken as a whole. Schedule 1 of the Required Supplementary Information, as listed in the Table of 
Contents, is not a required part of the financial statements of CTC but is supplem entary information 
required by the GASB. Such information has been subjected to the auditing procedures applied in the 
audit of the finan cial statem ents an d, in our opinion, is fairly stated in all m aterial respects in relation to 
the financial statements taken as a whole. 

Baton Rouge, Louisian a 
June 16, 2004 
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Capital Transportation Corporations 
M an agem an t's Discussion an d Analysis 

Year ended Decem ber 31, 2003 

This section of CTC's annual financial report presents a discussion and an alysis of CTC's financial 
performance during the fiscal year that en ded December 31, 2003. Please read this section in conjunction 
with C'rC's fin an cial statemen ts, which follow thi s section. 

FINANCIAL HIGHLIGHTS 

CTC's net assets are $4,421,480 as of December 31, 2003, represen ting an increase of $194,600 or 4.6% 
]2ore  that of Decembar 31, 2002. 

OVERVIEW  OF THE FINANCIAL STATEM ENTS 

This fin ancial report consists of four parts: managernent's discussiun  and analysis (this section), the basic 
finan cial statements, the notes to the financial statements, an d required supplemen tary inform ation. 

The financial statements provide both long-term and short-term information about CTC's overall fin an cial 
status. The fin an cial statements also in clude notes th at explain some of th e information in th e financial 
statements an d provide more detailed data. Th e statements are followed by a section of oth er supplem en tary 
inform ation th at further explains an d supports th e information in  the financial statemen ts required by GASB 
25. CTC m aintain s two different funds: a proprietary fund an d a fiduciary fund. 

CTC is a component unit of the City of Baton Rouge - Parish of East Baton Rouge (City-Parish) 

Proprietary Fnnd. CTC has one type of proprietary fund, an  en terprise fund, whi ch is used to report the 
same functions presented as business-type activities; for CTC, the fund accounts for all transit activity. The 
basic proprietary fund statements can  be found on pages 6 through 8 of this report. 

CTC's proprietary fund financial statem ents are prepared on an  accrual basis in conformity with  accoun ting 
principles generally accepted in the United States of America (GAAP) as applied to governmen t units. Under 
this basis of accounting, reven ues are recognized in th e period in which th ey are earned, expan ses are 
recognized in th e period in whi ch they ar e in curred, and depreciation of assets is recognized in the Statem ent 
of Revenues, Expenses, and Changes in Net Assets. All assets an d liabilities as sociated with  th e operation of 
CTC are included in the Statem ent of Net Assets. 

The Statement of Net Assets rep orts CTC's net assets. Net assets, which are the difference betw een CTC's 
assets an d liabilities, are one way to measure CTC's finan cial health  or position. Th e net assets are classified 
into three categories: invested in capital as sets, restricted an d unrestricted. 
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FINANCIAL AN ALYSIS OF CTC 

Net Assets 
CTC's total net assets at December 31, 2003 inareased from $4,226,880 to $4,421,480. Table A-1 
summarizes CTC's net assets as of December 31, 2003. 

Current assets have decreased, reflecting an ongoing "tight" cash position. Restri cted assets represent 
resources contractually resttr cted, primarily related to matching funds to be used solely for and/or receivables 
from federal grants. Equipment, net of accumulated dep reciation, has increased primarily as a result of 
rolling stock purchases. In accordance with the terms of an  operating agr eemen t wi th  th e City-Parish, CTC 
does not own land and buildings; rather, the City-Parish provides CTC with the use of its administrative 
building an d temainal facility . 

CTC's positive working capital reflects significan t efforts by management. M anagemen t believes that CTC's 
operations wi ll generate adequate cash flow for th e 2004 fiscal year. However, as noted by long-term 
liabilities of $1,114,017, and negative unrestricted net assets of $1,146,840, fiscal year 2004 is a concern  to 
managemen t as a significan t po rtion of th ese longer-term payables could become current payables. 
Additionally, uncertainty  exists as to the am oun t of nonfederal revenues that wi ll be received in order to pay 
the claims, insuran ce an d general operations costs. 

Table A-1 

Capital Tra m portioa Corporation's Net Assets 

December 31, 2003 

Current unrestricted assets 
Restricted current assets 

Total current assets 
Equipment, net 
Net pension asset, long-term 

Liabilities and Net Assets 
Current unrestricted liabilities 
Restricted current liabilities 

Total current liabilities 

Long term claims payable and related liabilities 
Long term other liabilities 

Net Assets-/nvested in Capital Assets 
Net Assets-Restricted 
Net Assets-Unrestrieted 

Total net assets 

2003 
$ 679,166 

1,365,009 
2,044,175 
4,544 ,416 
958,078 

$ 7,546,669 

$ 1,670,067 
341.105 

2002 

$ 997,730 
1,269,117 
2,266,847 
3,865,036 
835,603 

$ 6,967~486 

$ 1,679,754 

2,011,172 1,938,028 

395,332 177~00 
718,685 625,078 

3,125,189 2,740,606 

4,544,416 
1,023,904 

0:46,840) 
4,421,480 

3,865,036 
1,269,117 

(907,273) 
4,226,880 

Changes in N et As sets 
CTC's operating revenues increased slightly from the prior year amount of $3,727,656 to $3,833,900 or 3%1 
This increase is primarily attributable to an  increase in the LSU contract (in fees and number of trips) of 
approximately $150,000, offset by route reductions initiated to increase efficiency of operations. 
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Operating expenses increased by a modest $361,134 or 3% to $12,201,659. Personal services, supplies, fuel 
and claims expenses were all areas of increased costs. 

Net non-operating revenues in 2003 remained relatively constant with decreases in federal oper ating subsidy 
revenue being offset by a slight in crease in  hotel/motel tax revenue. 

Capital contributions increased significantly fi-om 2002 to 2003, wi th  an increase in grant funding used to 
purchase four new busses, five new trolley carts and other capital items. 

Table A-2 

Capital Transportion Corporation's Changes in Net Assets 

Years ended December 31, 2003 and 2002 

2003 
Opera ting revenues: 
Charges for services $ 3,769,738 
Other 64,162 

Total operating revenues 3,833,900 
Direct opera ting expenses: 

Operating expenses 11,341,788 
Depreciation expense 859,871 

Total direct operating expenses 12,201,659 

Loss from operations 

Nonope rafing revenues, net: 
Government operating grants 
Hotel/motel tax 
Other revenue 
Operating transfers from City-Parish Government 

Total nonoparating revenues 

Net loss be fore capital contributions 

Capital contributions - Federa l subsidy 

Net income (loss) after capital contributions 
Net assets, beginning of year, restated 
Net assets, end of year 

$ 3,691,936 
35,720 

3,727,656 

10,962,408 
878,117 

11,840,525 

4,137,413 
862,228 
55,671 

1,989,629 
7,044,941 

4,319,918 
807,561 
9,721 

2,062~630 
7.199.830 

(1,322,818) (913,039) 

194,600 
4,226,880 

$ 4,421,480
. 

FINANCIAL OUTLOOK  
The 2004 budget an ticipates a modest in crease in passenger fares and contract revenue, while federal grant 
revenues, taxes an d transfurs from the City-Parish will remain ennstant. Administrative costs are projected to 
deeres se by 6% , while operations and maintenan ce costs increasing 7%  and 2% , respectively. Overall, CTC 
is budgeted to operate at a break-even  position. 

CONTACTING CTC'S FINAN CIAL M ANAGEM ENT  
This finan cial report is design ed to provide the community, the Council of the City-Parish an d other 
interested parties with a gen eral overview of CTC's finan ces and to demonstrate CTC's accountability for the 
m oney it receives . If you ha ve questions about th is report or need additional financial inform ation, contact 
CTC at (225) 389-8920. 
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Current assets: 
Cash and cash equivalents 
Accounts receivable 
Inventories 
Prepaid expen ses and other assets 

CAPITAL TRANSPORTATION CORPORATION 

Balance Sheet- Pro~ etsry Fund 

December 31, 2003 and 2002 

Restricted assets, cash an d investments: 
Cash and cash equivalents 
Due from other governments 

Total restricted assets 

Total current as sets 

Net pension asset, long-term 
Equipm ent, net 

Assets 

Liabilities and Net Assets 
Liabilities: 

Cmrent liabilities (payable from current assets): 
Accounts and en ntraets payable 
Accrued salaries payable 
Other accrued liabilities and deferred reven ue 
Claims payable and related liabilities 
Accrued compen sated absences 

Current liabilities (payable from restricted assets): 
Deferred revenue 

Total current liabilities, payable from restricted assets 

Total current liab ilities 

Long-~rm liabilities: 
Accrued compensated absen ces, less current portion 
Deferred revenue 
Claims payable and related liabilities, less current portion 

Total long-term liabilities 

Total liabilities 

Net assets: 
Invested in capital assets 
Restricted 
Urtrestrieted 

Net assets 

See accompanying notes to finan cial statements. 
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316~50 $ 
46,948 
236.738 
79,230 

679.166 

325,667 
234,333 
172,967 
731,918 
205,182 

2002 

549,541 
110,127 
22~183 
108,879 

997,730 

617,882 
651,235 

I~269,117 

~26~847 

835,603 
3,865,036 

6,967,486 

33~046 
20~661 
168,298 
779,146 
197,603 

1,670,067 1,679,754 

341.105 
341,I05 

258,274 
258,274 

2,011,172 1,938,028 

4,544,416 
1,023,904 

(1,146,840) 

4,421,480 

$ 7,546,669 $ 

366,805 
258,273 
177,500 

802,578 

2~740,606 

3,865,036 
1,26~117 
(907,273) 

4,226,880 

6,967,486 



 

CAPITAL TRANSPORTATION CORPORATION 

Statements of Revenues, Expenses and Changes in Net Assets - Proprietary Fund 

For the years ended December 31, 2003 and 2002 

2003 2002 
Operating revenues: 
Charges for services 
Advertising revenue 

Total operating revenues 

Direct operating expen ses: 
Persen al services and fringe ben efils 
Supplies, fuel an d other bus re lated expenses 
Contractual services and liability costs 
Depre ciation exp en se 

Total direct operating expenses 

Loss from  operations  

Nonopcrating reven ues (expenses): 
Interest and financial charges 
Government operating grants: 
Federal operating subsidy 
plunnlng an d technical study grants 
planning an d technical study expen ses 
HeteVm otel tax 

Other reVen ue 
Op erating trauafers from Ptima~ Government 

Total nanop er ating revenues 

Loss before capital contributions 

Capital contributions - Federal and State subsidies 

Net income (loss) after capital contributions 

Net assets: 
Balan ce, beginning of year 

Balan ce, end of year 

See accompan ying notes to finan cial statemen ts. 
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3,769,738 
64.162 

5,910,203 
1,260,150 
4,171,435 
859,871 

$ 3,691,936 
35,720 

3.727.656 

5,700,684 
1,052,471 
4,209,253 
878,117

. 

2,182 2,857 

4,172,447 

221,492 

(256,526) 
862,228 
53,489 

1,989,629 

4,319,918 
207,890 

(207,890) 
807,561" 
6,864 

2,062,630 

(1,322,818) (913,039) 

194,600 (860,505) 

$ 4,421,480 $ 4,226,880 



CAPITAL TRANSPORTATION CORPORATION 

Statements of Cash Flows - Proprietary Fund 

For the years ended December 31, 2003 and 2002 

Cash flows from operating activities: 
Cash received from customers 
Cash received from other sources 
Cash paid to employees for compensation an d related expenses 
Cash pa/d to suppliers en d others 

Net cash used in operating activities 

Cash flows from noncapital fmaac ing activities: 
Operating subsidies received from other governmen ts 
Non-ope rating grant expenses 
Sales tax 
Other revenue 
Operating transfers City-Parish 

Net cash provided by noneapitai finan cing activities 

Cash flows from capital and related fmaneing activities: 
Capital contributions received 
Acquisition an d co~ ction of capltel assets 

Net cash used  in capitsl finan cing activities 

Cash flows from investing aclivlties - interest payments received 

Nat (decrease) increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalen ts at end ofyenr 

Reeon ciliation ofc~h es listedon  ~ebalan~ sheets: 
Uorestrictedc~h 
Rsetrie~deash 

Raconcfliation of loss from ope rations to net cash used in ope rating activities: 
Loss from operations 
Adjustmanls to reconcile loss from operations 
to net cash used in operating activities: 
W rite-off of prope rty 
Depreeiaflon 
(Increase) decrease in accounts receivable 
(Increase) decrease in prepaid assets 
Increase in net pe nsion asset 
(Increase) decrease in inventory 
Cmerease) decrease in acenonts payable and ac.ctued expeuses 
Increase (decrease) in the provision for claims liability 

Nat cash used in operating activities 

See accompan ying notes to financial statements. 
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2002 

$ 3,769,738 $ 3,824,558 
127,341 35,720 

(5,238,887) (5,779,392) 
(6,010,816) (5,491,572) 

4,404,017 
(256,526) 
837,470 
53,489 

2,539,629 

~85~850 
(19~05~ 
815,827 
6,064 

2,029,992 

1,203,259 
(1,539~251) 

(335,992) 

2,182 

(1o8,355) 

1.167.423 

(36~82o) 
(36,820) 

2,857 

71,834 

1~o95,589 

1,059,068 1,167,423 

316,250 
742,818 

549,541 
617,882 

--  
1,059,068 1,167,423 

(8,367,759) (8,112,869) 

859,871 
63,179 
29,649 

(122,475) 
(7,555) 
21,862 
17o,6o4 

112,925 
878,117 
(32,251) 
78,978 

(lO3,153) 
t8,629 

(241~38) 
(9,124) 

$ (7,352,624) $ (7,410,686) 



CAPITAL TRANSPORTATION CORPORATION 

Statem ents of Plan Net Assets - Pension Trust Fund 

Decem ber 31, 2003 and 2002 

Assets: 
Cash and equivalents 
Receivables 
Investm en ts 

Plan Net Assets 
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2003 2002 

$ 672,960 $ 432,717 
42,212 

4,497,633 
42,284 

3,685,733 

$ 5,212,805 $ 4,160,734 



CAPITAL TRANSPORTATION CORPORATION 

statem ents of Changes in Plan Net Assets - Pension Trust Fund 

Years ended December 31, 2003 and 2002 

A dditions: 
Contributions: 
Employer contributions 
Employee contributions 

Total contributions 

Investm ent incom e: 
Investmen t and dividen d income 

Net appreciation (depreciation) in fair value 

Less in vestm ent expense 

Net investm en t income 

Total additions 

Deductions: 
Ben efits 
Employee refunds 
Administrative expen ses 

Total deductions 

Net change in  plan  assets 

Plan assets at beginning of year 

Plan  assets at end of year 

See a~companying notes to financial statem ents. 

- 10- 

2003 2002 

338,493 $ 333:69 
296~621 298,633 

635.114 

142,912 
670,054 

119,148 

(485,405) 

812,966 (366,257) 

(62,699) (49,928) 

750~67 (416,185) 

1,385,381 215,917 

17~484 
124,815 
34.011 

157,212 
112,424 
30,353 

333,310 299,989 

1,052,071 (84,072) 

$ 5,212,805 $ 4,160,734 



CAPITAL TRANSPORTATION CORPORATION 

Notes to Financial Statem ents 

(1) Summary of Significant Accounting Policies 

(a) Report Issued Under Separate Coverage 

The Capital Tran sportation 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) 
Comprehen sive Annual Financial Reports (CAFR). CTC has an operating agreement with 
the City-Parish that addresses the use of City-Parish facilities as well as other operating 
m atters. 

(b) Financial Reporting Entity 
Capital Transp ortation Corporation is a corporation created by East Baton Rouge Parish to 
provide bus tran sp ortation services. The M etropolitan Council exercises over sight over CTC 
by approving fare changes an d by approving operating subsidies from the City-Parish's 
general fund. Operating subsidies are also provided through  federal grants. Th e fiscal year 
for CTC and the City-Parish government is the calen dar year. 

Government Accoun ting Standards Board (GASB) Statement No. 14, The Financial 
Reporting Entity, established criteria for deteamining which componen t units should be 
consider ed part of the City of Baton Rouge - Parish of Ea st Baton Rouge for fiamneial 
reporting purposes. The basic criteria are as follows: 

1. Legal status of th e potential component unit including the right to incur its own debt, 
levy of its own  taxes an d charges, expropriate prop erty in its own  nam e, sue and be 
sued, an d th e right to buy, sell and leas e property in its own nam e. 

2. W hether the City-Parish governing CTC (M etropolitan Council or Mayor-Presidant) 
appoints a majority of board members of the potential componen t unit. 

3. Fiscal interdepen den cy between the City-Parish an d the potential eorrlponen t un it. 

4. Imposition of will by the City-Parish on the potential comp onen t unit. 

5. Financial ben efit/bur den  relationship betweeu the City-Parish an d the potential 
component unit. 

Based on the previous criterin, CTC is considered a component un it of the City of Baton 
Rouge, Parish of East Baton Rouge. In addition, based on th e previous  criteria, CTC's 
management has included th e Capital Transportation Corp oration's Employees' Pension 
Trust Fund as a Blended Component Unit within the financial statements of the Corporation. 

The Capital Tran sportation Corporation Employees' Pen sion Trust Fund (the Trust) exists 
for the benefit of curren t an d form er CTC emp loyees who are m embers of the plan . The 
Trust is governed by an equal number of Employer Trustees and Union Trustees. 



CAPITAL TRANSPORTATION CORPORATION 

Notes to Financial Statem ents 

(1) Summary of Significant Accounting Policies (continued) 
Currently, the Trust is governed by a four m ember board composed of two m embers 
representing the Employer Trustees andtw o m embers elected as Union Trustees. The Trust 
is funded by the investment of th e contributions fi'om  CTC and m em ber employees who arc 
obligated to m ake th e contributions  to the Trust. The Trust does not issue a sep arately issued 
audit report. 

(c) M easurement Focus, Basis of Accounting and Presentation 
Th e accounting policies of CTC conform to accoun ting principles generally accepted in the 
United States of Am erica as applicable to governm en ts. The governm ent-wide an d 
proprietary fund financial statem ents are reported usin g the economic resour ce measurem ent 
focus an d th e accrual basis of accoun ting. CTC uses fund accounting to rep ort its financial 
position and results of operations. Th e operations of each fund are accounted for with a set 
of self-balan cing accoun ts that comprise its assets, liabilities, net assets, re venue, an d 
expenses. CTC has no governm en ial funds; the proprietary fund fin ancial slatemen ts are th e 
governm en t-wide finan cial statemen ts. Governm ent resources arc allocated to an d accounted 
for in individual funds based upon th e purpose for which they are to be spent an d th e means 
by which spen ding activities are controlled. The funds are classified as follows: 

Proprietary  Fund 

Enterprise Fun d - Enterprise Funds are used to account for operations: (a) that are finan ced 
and operated in a manner similar to private bus in ess enterprises - where th e intent of th e 
governing body is that the costs (expenses, including depreciation) of providing goods or 
services to the general public on a continuing bas is be fin an ced or recovered primarily 
through user charges; or (b) where the governing body has decided that periodic 
determination of revenue earned, expenses incurred, and/or change in net assets is 
appropriate for capital mainten an ce, public policy, m anagem ent control, accoun tability, or 
other purposes. 

Accor dingly, CTC m ainlains its recor ds  on th e accrual basis of accoun~ng. Reven ue fa-om  
operations, investmen ts and other  sour ces are recorded when  earned. Reven ue received in 
advance is reflected as deferred revenue. Expenses (including depreciation an d 
amortization) of providing services to the public are accrued when incurred. 

CTC applies all applicable FASB pr onouncements issued on or before November 30, 1989 in 
accounting for its operations unless those pronoun cem ents conflict or contradict GASB 
pronouncem en ts. 

Fiduciary Fund 

Trust Fund - CTC's Employee's Pen sion Plan is used to account for the accumulation of 
contributions for a defined benefit single employer pension plan ~ oviding retirem ent 
benefits to qualified employees. 
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CAPITAL TRAN SPORTATION CORPORATION 

Notes to Financial Statements 

(1) Summary of Significant Accounting Policies (continued) 

The Pen sion Trust Fund's financial statements are prepared on the accrual basis of 
accoun ting. Contributions t~om  CTC and its employees are recognized as revenue in the 
period in which employees provide service to CTC. Ben efits and reflmds are recognized 
when due and payable in accordance with the terms of the plan. 

Certain assets, consisting of cash an d cash equivalents, are segregated an d classified as 
re stricted assets whi ch may not be used except in accordance with  contractual terms, under 
certain conditions. These assets consist of assets (I) reslrieted for insuran ce which are held 
by the State of Louisiana and (2) cash and receivables related to federal grants an d related 
matching. Corresponding restricted liabilities reflect assets held for  ma tching purposes and 
payables related to these restricted assets. 

Investm ents 

Investmen ts, con sisting of mutual funds, are stated at fair value based on quoted prices. 

Inventories 

Inventories, principally repair parts and supplies, are stated at cost, which approxim ates 
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. 

Equipm ent is recorded at cost. Depreciation or am ortization is char ged to expen se over the 
estim ated useful lives of the assets and is determined using the stra ight-lin e meth od. 
Expenditure s for ma inten an ce an d rep airs which do not materially extend the useful life of 
the assets are char ged to ex pen se as  recurred. Useful lives for equipment range from  
dep reciation rates used in computing depreciation range from 12 years for  rolling stock to 3 
years for certain office equipmen t. 

(It) Federal Grants and Dedicated Taxes 
Federal grants are made available to CTC for the acqui sition of public transit facilities, buses 
and other transit equipm en t. Unrestricted operating grants and grants reslricted as to 
purpose, but not contingent on the actual expen ditures of funds , are re cognized at that point 
in tim e when th e right to the funds becomes irrevocable. W here the expenditure of funds is 
th e prim e factor for determining th e eligibility for the grant pr oceeds, the grant is recogn ized 
at the time when  the expense is incurre d. 

In addition to Federal grants, CTC is the recipient of 50%  of th e monies established un der 
1LS. 47:302.2903) and R.S. 47:322.1, which sets aside the Louisiana State sales tax on hotel 
occupan cy. Th ese monies are provided into the East Baton Rouge Parish Community 
Improvement Fund (Improvement Fun d). CTC's share of these funds shall not be used to 
displace, replace or supplan t funds previously appropriated or otherwise used for urban m ass 
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CAPITAL TRAN SPORTATION CORPORATION 

Notes to Financial Statements 

(1) Summary of Significant Accounting Policies (continued) 

h'ansit purposes. The monies in the Improve men t Fund are appropriated annually by the 
State legislature. In addition, CTC also receives monies from the East Baton Rouge 
Enhancement Fund (Enhanccmcnt Fund), which has similar restriction s and is created by the 
State legislature as the Improvement Fund proceeds, 

(t) Compensated Absences 
Employees earn vacation and sick leave in varying amounts according to continuin g years of 
service as follows: 

Years of Service Vacation Sick 

0 
1 
2 
6 
15 

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

I day/m onth  
1 day/month  
1 day/m onth 
1 day/m onth 
1 da y/m onth 

Vacation must be taken by December 31
, or it is lost. Sick leave is accumulated with out time 

limitations and there is no limitation as to the amount paid upon termination  or retirement
. Vacation an d sick leave are accrued as earned for operators

. 

~) Deferred Revenue 
CTC receives matchin g funds for its federal grants from  budgeted lzan sfers from  th e City-  

Parish. The City-Parish transfers the matching funds to restricted aceouuts at the tim e of the 
grant award. The deferred revenue reflects th ose funds not yet spent by CTC that are 
restricted to be used for matching purposes. 

(k) Claims and Judgements 
CTC provides for losses, in cluding any anticipated related expenses

, resulting from claims 
and judgmants. A liability for such losses, (including related out-of-pocket expenses) is 
reported when it is probable that a loss has occurred an d the amount can be reasonably 
estim ated. Incurred but not reported elairns have been considered in determining the accrued 
liability . 

(1) Cash Flows 

For the purposes of the statements of cash flows
, cash and cash equivalents include all highly 

liquid investm ents. 

(m) Estimates 
The preparation of financial statements in  conformity wi th accoun ting principles generally 
accepted in the United States of America requires man agement to make estim ates an d 
assumptions th at affect the reported amoun ts 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

. 
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N otes to Financial Statemen ts 

(1) Summary of Significant Accounting Policies (continued) 

(n) Operating vs. Non-Op erating Revenue 

CTC recognizes rider fares, contracted fare  services and advertising reven ue as operating. 

All othcr revenues, including federal and state grants, and operating subsidies flom the 
primary government arc recognized as non-operating. 

(2) Cash and Investments 

Cash and Cash Equivalents 

CTC's cash and cash equivalen ts consisted of the following as of December 31
, 2003 and 2002 

2003 

Cash on hand and in banks 
Certificates of deposit 
M on ey M arket Accounts 

Proprietary Fiduciary 
Enterprise Pension Trust 
Fund Fu nd Totals 

956,783 
102,285 

$ $ 956,783 
102,285 

672,960 672~960 

Total cash and cash equivalents $ 1,059,06
_ 8 $ 672,960 $ 1,732,02

= = =~ 8 

Proprietary Fiduciary 
Enterprise Pension Trust 
Fu nd Fund Totals 

Cash on han d an d in banks $ 1,066,573 
Certificates of deposit 100,850 
M oney M arket Accounts 

$ $ 1,066,573 
100,850 
432~717 

Total cash and cash equivalents $ 1,167,423 $ 432 717 $ 1,600,140 

Proprietary fund cash and cash equiva len ts of $1,059,068 includes $316,250 of unrestricted assets 
and $742,818 of reslricted assets as of December 31, 2003. Proprietary fund cash an d cash 
equivalents of $1,167,423 includes $549,541 of unrestricted assets and $617,882 of restricted 
assets as of December 31, 2002. 



CAPITAL TRANSPORTATION CORPORATION 

Notes toFinanciai Statem ents 

(2) Cash and Investments (continued) 

are collater alize d by the financial institutions pledging governm ent securities which are held in 
safekeeping with the financial institution's agent in th e City-Parish's nam e. 

Proprietary Fund cash and cash equivalents also include cash in bank accounts an d certificates of 
deposit having aggr egate bank balances of $575,965 an d $611,679 as of December 31, 2003 an d 
2002, respectively. These deposits in sured through by federal dep ository ina urancc or by collateral 
held by CTC's agent, in CTC's nam e. The Fiduciary Pension Trust Fund contains m oney market 
accounts that are not categorized un der GASB 3 requirem ents. 

Statu tes authorize CTC's proprietary fund to invest in direct United States Treasury obligations; 
bonds, debentures, notes or othc, indebtedness issued or guaran teed by U .S. Governm eat 
Instrum entalities which are federally sponso red or federal agencies that are backed by th e fifll faith 
and credit of the United States; short-term repurchase agreem ents; an d tim e certificates of dep osit 
at financial in stitutions, state banks and national banks having th eir principal offices in Louisian a. 

As of December 31, 2003 and 2002, certificates of deposit of $102,285 and $100,850, respectively, 
were pledged as collateral to the Lom'siana Office of W orkman's Compensation. Other ~cestrieted  
assets consist of funds held by th e City-Parish for m atching of federal and state grants. 

Investments 

As  of December 31, 2003 and 2002, assets classified as investmen ts existed only in th e Pen sion 
Trust Fun d (the Trust). The assets of the Trust are invested in accordan ce with the investment 
policy of the Trust. Those assets, categorized by theft custodial risk include: 

2003 

U .S. Treasury an d 
Agency Bonds $ 587,324 

Corporate Bonds 973,365 
Corporate Stocks 2,299,658 
Equity M utual Fund 637,286 

$ 587,324 
973,365 

2,299,658 

2002 
Category Category 
Rating not Rating not 
Required Fair Value Category I Required 

$ 

637 286 

$ 599,026 
1,851,506 
769,437 
465 764 

$ 599,026 
1,851,506 
769,437 

$ 

465J64  

Category 1 includes investm ents that are insured or registered or for which the securities are held 
by the City-Parish or its agen t in the City Parish 's name. 
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CAPITAL TRAN SPORTATION CORPORATION 

Notes to Financial Statem ents 

(3) Receivables - Due From Other Governments 
Receivables - due from other governm ents at December 31, 2003 and 2002 consist of.' 

Louisiana D epartment of Transportation 
Hotel-M otel Tax 

(4) Equipment 
A summary of changesin fixed assets follows 

2003 

$ 384,613 

237,578 

2002 

$ 394,691 
21,630 
234,914 

January 1, 
2003 Additions 

Decem ber31, 
Ddeflons 2003 

Equipm ent, prim arily 
transportation vehicles $ 10,914,316 1,698,!92 516,901 $ 12,095,607 

Accumulated depreciation (7~049)280) (1,007,928) (506,017) , (7,551~191) 

$ 3,865,036 6._ 90,264 10~884 $ 4,544,416 

January  1, 
2002 Addi tions 

Decem ber 31, 
Deletions 2002 

Equipm ent, prim arily 
~xansportation vehicles $ 11,500,575 36,820 623,079 $ 10,914,316 

Accum ulated depreciation (6,681,317) (883,694) (515,731) (7~049,280) 

$ 4~819,258 (846,874) 107,348 $ 3 865,036 

The City-Parish owns the terminal, administrative offi ce building and related land which are used 
by CTC for its operations. The City-Parish provides these facilities and land to CTC at no charge. 
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CAPITAL TRANSPORTATION CORPORATION 

Notes to Financial Statements 

(5) W orking Capital 

Operations of CTC are subsidized by the Federal and local governments through various cash 
gr ants and at~ op riation s. These subsidies are reported under the caption of non-operating 
reven ue as governm ent operating gran ts and as op erating transfers from the primary governm en t 
in the statement ofreven ucs, expenses and chan ges in net assets. 

(6) Pension Plan 
CTC, as well as cover ed  employees, makes contributions to the Capital Tran sportation Corporation 
Pension Trust Fund (Plan), a defined ben efit single employer pension plan . Th e Plan  is 
administered by a local bank, under th e direction  of a Board of Trustees. All full time employees 
bee om e eligible for participation upon the date he en ters covered em ploym ent. Normal retirem ent 
date is the first day of the month following a member's 65th birthda y and completion of 10 year s of 
service. Benefits vest after ten years of service. A participant is en titled  to a m onthly normal 
retirement benefit beginning on his normal retirem ent date in an am ount'1.2% of average 
compens ation for each year of service after February 1, 1963. 

Aver age compen sation is determined as  the average of the five consecutive plan year s of 
comp en sation  that produces the highest average. Early retiremen t is permitted for participan ts who 
have 15 years of service (five of which is after February I, 1973) an d who have attained age 55; 
early retirement benefits are red uced  from  normal retirement benefits. M embership, pension 
benefit obligation, an d other pension information are obtained from  the Plan 's Annual Actuarial 
Valuation Reports as of Jan uary 1, 2003 and 2002. Th e valuation is performed at the beginning of 
th e plan year. 

Current membership is comprised of the following at January I 

Retirees an d ben eficiaries currently receiving ben efits 
Vested term inated employees 
Active emp loyees: 
Fully vested 
N ot vested 

2003 
44 
17 

37 
105 

2002 
39 
16 

39 
100 

203 194 

For the years ended December 31, 2003 an d 2002, the Corporation had an annual payroll of 
approximately $4,800,000 en d $4,700,000. Total annual covered payr oll for the years ended 
December 31, 2003 and 2002 was $4 ,149,773 an d $3,991,134, respectively. 

The em ployees and th e Corporation each contributed, as required, 7% an d 8% , respectively, of 
each emp loyee's salary. For the plan year beginning February 1, 1995, CTC's pen sion plan was 
granted "qualified" status by the ]RS which enables contributions to the plan  to be non-taxable to 
th e em ployee. The plan 's long-range ability to pay ben efits also depen ds on the future finan cial 
health of the Corp oration. 
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CAPITAL TRANSPORTATION CORPORATION 

N otes to Financial Statements 

(6) Pension Plan (continued) 

Key actuarial assumptions include 7%  interest compounded annually, m ortality tables from  the 
1983 Group Annuity M ortality Table for males an d females, anticipated turnover and disability 
rates ranging from  .99%  to 8.48%  based on age of employee, an d salary increases of 5%  annually. 
The actuarial cost method is the frozen entry age actuarial cost m ethod. Asset valuation method is 
based on th e curran t market value as of th e last day of the prior plan year. 

The Corporation's annual pen sion cost an d net pension obligation for the years en ded Decem ber 
31, 2003 an d 2002 were as follows: 

Annual required con tribution 
Interest on  net pension obligation 
Adjustment to annual required  contribution 
Annual pension cost 
Contributions made 
In creas e in net pension asset 

Net pension as set, beginning of year 

Net pension asset, end of year 

2003 
$ 207,283 
( 58,493) 

78,875 
227,665 
350,140 
122,475 

835,693 

s 958.078 

2002 
$ 217,556 

(49,768) 
69,005 
236,793 
339,946 
103,153 

Trend inform ation is as follows: 
Annual Percentage Net 

Fiscal Pension of APC Pension 

Year Ending Cost (APC) Contributed Asset 
Decem ber 31, 2003 $ 227,665 154%  $ 958,078 
December 31, 2002 $ 236,793 144% $ 835,603 
December 31, 2001 $ 118,237 252% $ 732,450 

(7) Deferred Compensation Plan 
CTC offer s its employees participation in th e Louisian a Public Employees' De ferred 
Compensation Plan (Compensation  Plan), created by Louisiana Revised Statutes and in accordance 
with Section 457 of the Internal Revenue Code. The Compen sation Plan is ava ilable to all full- 
time em ployees and permits th em  to defer a portion of th eir salary until future years. All amounts 
of comp ensation deferred under the Comp en sation Plan  and related activities are solely the 
property an d the rights of the State of Louisiana, subject only to the claims of the general creditors 
of the State of Louisiana. Compen sation deferred under th is plan for the years ended Decem ber 
31, 2003 an d 2002 was $25,826 an d $26,652, respectively. 

(8) Commitments and Contingencies 

(a) Contingencies 

CTC receives financial assistance directly from Federal agencies which are subject to audit 
an d final acceptance by th ese agen cies. In  th e opinion of managam en t, am oun ts that might 
be subject to disallowance upon final audit, if any, would not have a material effect on CTC's 
finan cial position. 
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CAPITAL TRANSPORTATION CORPORATION 

Notes to Financial Statements 

(8) Commitments and Contingencies (continued) 

(b) Grant Commitments 
As of December 31, 2003, CTC has committed current restricted cash 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 m eeting its matching requirem en ts. Similar 
commitmen ts existed as of December 31, 2002. 

(9) Self-insurance and Legal Claims 
CTC is exposed to various risks of loss related to torts, dam age to an d destruction of assets, errors 
an d omissions, injuries to em ployees an d natural disasters. CTC is self-insured for the first 
$250,000 for general liability claims and workers' compen sation claims. Excess general liability 
claims are commercially insured up to $750,000, with CTC self-injury claims in excess of 
$1,000,000. Excess wor kers' compensation claim s above tiffs limit are covered by comm ercial 
insurance. At December 31, 2003 and 2002, accrued claim liabilities of $874,920 and $956,646, 
respectively, ar e included on the Proprietary Fund's statem ent of net assets, as follows: 

2003 
2002 

Current 
Portion 

$ 731,918 
$ 779,146 

Long-Term  
Portion Total 

395,332 
177,500 

1,127,250 
956,646 

The accru als, which are bas ed upon th e advice of counsel an d estim ates of CTC's third-party 
administrators, are, in th e opinion of management, sufficient to provide for  all probable estim able 
claim s liabilities at Decem ber 31, 2003 an d 2002. Chan ges in claims  liability dmSng the years 
ended Decem ber 31 are as follow: 

2003 
2002 

Current year 
Beginning claim s and 
of year changes in Claim  Balance at 
liability estimates payments year end 

$ 956,64 6 888,589 (717,985) $ 1,127,250 
$ 965,770 492,238 (501,362) $ 956,64 6 

(10) Significant Sales Contract 
An agreemen t between  th e Board of Supervisors of Louisiana State University and CTC was 
renewed in 2003 for a one year period expiring in June, 2004. Under this, CTC provides Louisiana 

State University (LSU) wi th 45 passenger buses, personnel and supplies to operate a mass transit 
system . As consideration for the service rendered, LSU paid to CTC during 2003 and 2002 
approximately $2,015,000 and $1,850,000, respectively. This amount is included in charges for 
services on th e statements of reven ues, expenses an d chan ges in net assets. M anagement expects 
that the en ntraet will be renewed. 
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Actu arial 
Valuation 
Date 

Jan uary 1, 
2004 

January I, 
2003 

January 1, 
2002 

Jenuary 1, 
2001 

Jen uary 1, 
2000 

January 3 I 
1999 

January 31 
1998 

CAPITAL TRANSPORTATION CORPORATION 

Required Supplemen tary Information Under GASB Statement No. 25 

SCHEDULE OF FrOg-DiN G PKOGP~ SS 

Actuarial 
Actuarial Accrued 
Value of Liability 
Assets (AAL) 

$ 4,986,296 $ 4,986,296 

$ 4,244,806 $ 4,763,742 

$ 4,113,469 $ 4,113,469 

$ 3,752,507 $ 3,752,507 

$ 2,476,580 $ 2,814,804 

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

Unf un dod  
AAL 

$ 

$ 171,252 

$ 518,936 

$ 

$ 

$ 338,224 

$ 121,418 

Funded 
Ratio 

100.00% 

96.03% 

89.11% 

100.00% 

100.00% 

87.98% 

91.17% 

SCHEDULE OF EMPLOYER CONTRIBLrHONS 

Year Ended 

December 31, 2003 
December 31, 2002 
December 31, 2001 
December 31, 2000 
Decembar 31,1999 
January 31. 1999 
Janusry 3t, 1998 

Annual 
Required Actual 

Contribution Contribution 

207,283 
217,556 
106,152 
100,051 
115,024 
107,195 
92,368 

350,140 
333,469 
297,684 
296,920 
230,118 
192,713 
140,449 

Unfunded 
AAL as n 

Covered percentage 
Payroll of payroll 

$ 4,149,773 

$ 3,991,134 

$ 4,368,258 

$ 4,099,654 

$ 3,917,671 

$ 2,569,374 

$ 2,519,162 

Percentage 
Contributed 

168.92%  
153.28% 
280.43%  
296.77% 
200.06% 
179.78% 
152.05% 

NOTES TO THE SCHEDULES OF TREND INFORMATION LISTED ABOVE 

The information presen ted above was determined as part of the actuarial valuation at the date imlieated. 
Additional iuformation as of the latest actuarial valuation follows: 

Valuation date 

Actuarial cost method 

Am ortization meflmd 

Remaining eanertizathm pe~od 

Asset valuation method 

Actuarial assumptions: 
InvesUnen t rate of retain 
Projected sa]ery increases 

4.29% 

I 1-88% 

not applicable 

not applicable 

13.16% 

4.82% 

Ianuary 1, 2004 

Aggregate aetuerial method. This method is a change from 
the prior year in which the frozen entry age normal method 
was used. Under the aggregate actuarial cost method , a separate 
unfunded liability is not identified or amortized 

N~A 

N~A 

Current market value as of the last day of the plan year adjusted 
to smooth realized  ~ud unrealized c~p~tal g~i~.s e~d I~sses ~ve~ 
three year period. 

%00% 
5.00% 

See accompanying independent auditors' report_ 
-21- 



CAPITAL TRAN SPO RTATIO N CO RPOR ATIO N 

Single Audit R eports 

D ecem ber 31, 2003 



CAPITAL TRA N SPOR TATIO N CORPORA TIO N  

Single Audit Reports 

D ecember 31, 2003 



CAPITAL TRAN SPORTATION CORPORATION 
Baton Rouge, Louisiana 

Single Audit Reports 

December 31, 2003 

Table of Contents 

Rep ort on Compliance an d on Intern al Control over Financial 
Rep orting Based on an Audit of Finan cial Statements 
Perform ed in Accordance with Government Auditing Standards 

Rep ort on Compliance wi th Requirements Applicable 
to the Major Program, on Internal Control over Compliance 
in Accordance with OM B Circular A-133 and the Schedule 
of Expenditures of Federal Awards 

Schedule of Expenditures of Federal Awards 

Notes to Schedule of Expenditures of Federal Awards 

Schedule of Findings and Questioned Costs 

Summ ary Schedule of Prior Audit Findings 

Page 

3 

5 

6 

7 

10 



Postlethw aite &  N etterville 
A I%~les~ c~tAccounting Coeportaron " 

Associoled Offices in Principal Cities o| the United Slates 

www.pncp&eom 

REPORT ON COM PLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEM ENTS PERFORM ED IN 

ACCORDAN CE W ITH GOVERNM EN T A UD1TING STANDARDS 

To the Board of Commissioners 
Capital Transportation Corporation: 

W e have audited the financial statements of Capital Transportation Corporation (CTC) as of and for the year 
ended December 31, 2003, and have issued our report thereon dated June 16, 2004. W e conducted our audit in 
accordance with auditing standards generally accepted in th e United States of Am erica and the standards 
applicable to fin ancial audits contained in Government Auditing Standards, issued by the Comptroller General 
of th e United States. 

Compliance 

As part of obtaining reasonable asmrance about whether CTC's financial statements are free of m aterial 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts an d 
grants, noncompliance wi th which could have a direct an d material effect on th e determination of fmaneial 
statement amounts. However, providing an opinion on compliance wi th those provisions was not an objective 
of our  audit an d, accordingly, we do not express such an opinion. The results of our  tests disclosed no 
instances of non complian ce that are required to be reported under Government Auditing Standards. However, 
th e results of our  tests revealed imm aterial in stances of noncomplian ce, which we have reported to 
man agement of CTC in a separate letter dated June 16, 2004. 

In plan ning and performing our  audit, we considered CTC's intern al control over financial reporting in order 
to determine our auditing procedures for th e purpose of expressing our  opinion on th e finan cial statem en ts 
an d not to provide assur an ce on th e internal control over fmancial rep orting. Our consideration of th e internal 
con trol over fmaneial reporting would not necessarily disclose all ma tters in the internal con trol over fin an cial 
rep orting that mi ght be m aterial weaknesses. A ma terial weakness is a con dition in which th e design or 
operation of one or more of the internal control components does not reduce to a relatively low level the risk 
th at mi sstatements in amoun ts that would be  m aterial in relation to the finan cial statemen ts be ing audited m ay 
occur an d not be  detected wi thin a tim ely period by employees in the normal cour se of performing th eir 
assigned functions. W e noted no ma tters involving the intern al control over finan cial reporting an d its 
op eration  th at we consider to be  ma terial weaknesses. However, we noted other ma tters involving the internal 

control over financial reporting, which we have reported to management of CTC in a separate letter dated 
June 16, 2004. 

8550 United Plaza Blvd, Suite 1001 Baton Rouge, IA 70809 Tel: 225.922.4600 Fax: 225.922.4611 



This report is intended solely for the inform ation of CTC, CTC's managem en t and federal awarding agencies 
and pass-thron gh entities, such as the State 0fLouisiana an d Legislative Auditor's Offi ce, and is not inten dcd 
to be an d should not be used by an yone other th an  these specified parties. 

Baton Rouge, Louisiana 
June 16, 2004 
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Postlethw aite &  N etterville 
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REPORT ON COM PLIANCE W ITH REQUIREMENTS APPLICABLE TO THE M AJOR 
PROGRAM  AND ON INTERNAL CONTROL OVER COM PLIANCE IN ACCORDANCE W ITH  
OM B CIRCIR A R A-133 AND THE SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

To the Board of Commission ers 
Capital Transportation Corporation: 

Com pliance 

W e have audited the compliance of Capital Transportation Corporation (CTC) with the types of compliance 
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to its major federal program for the year ended December 31, 2003. CTC's 
major federal program is identified in the summary of auditors' results section of the accompanying schedule 
of findings and questioned costs. Compliance with  the requirements of laws, regulations, contracts and grants 
applicable to its major federal program is the responsibility of CFC's management. Our responsibility is to 
expr ess an  opinion  on CTC's complian ce based on our audit. 

W e con ducted our audit of complian ce in accor dan ce wi th auditing stan dards generally aeeepted in the United 
States of Am erica; the standards  applicable to fin an cial audits contain ed in Government Auditing Standards, 
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan 
an d perform th e audit to obtain reasonable assur ance about wheth er noncomplian ce wi th  the types of 
comp lian ce requiremen ts referred to above that could have a direct and material effect on a ma jor federal 
progr am  occurred. An audit inehides examinin g, on a test basis, evidence about CTC's complian ce wi th th ose 
requirem ents an d perform ing such other pr ocedures as we considered necessary in th e circumstances. W e 
believe th at our audit pr ovides a reasonable basis for our opinion . Our  audit does not pr ovide a legal 
determination on CTC's complian ce wi th those requiremen ts. 

In our  opinion, CTC complied, in all ma terial respects, with the requirements referred to above that are 
applicable to its major fed eral program for the year en ded December 31, 2003. However, the results of our 
auditing procedures di sclosed instan ces of noncomplian ce with th ose requirements th at are req uired to be 
reported in accor dance wi th OM B Circular A-133 an d which are described in the accompanying schedule of 
fin dings an d questioned ens ts as items 2003-1 an d 2003-2. 

The managemen t of CTC is responsible for establishing an d maintaining effective intern al control over 
comp lian ce with th e requirem en ts of laws, regulations, con tracts, an d gran ts applicable to fed eral program s. 
In planning an d perform ing our  audit, we considered CTC's intern al control over complian ce wi th 
requirem ents that could have a direct and ma terial effect on  a major federal program in order to determine our 
auditing proc edures for th e purpose of expressing our opinion on comp lian ce and to test an d report on intern al 
control over comp liance in accor dance wi th  OM B Circular A-133. 

8550 United Plaza Blvd, Suite 1001 Baton Rouge, LA 70809 Tel: 225.922.4600 Fax: 225.922.4611 



W c noted a certain m atter involving the internal control over compliance an d its operation  th at we consider to 
be a reportable condition. Reportable conditions involve m atter s coming to our attention relating to significant 
deficiencies in the design or operation of the integral control over compliance that, in our judgmen t, could 
adversely affect CTC's ability to adrnmister a major federal program in accordan ce with the applicable 
requiremen ts of laws, rcgulation s, contracts, and grants. The rep or table condition is described in the 
accompan ying schedule of findings an d question ed  costs as item  2003-2. 

A rnaterial weakness is a condition in which th e design or operation of one or more of the internal con~ol 
components does not reduce to a relatively low level th e risk that noncompliance with applicable 
requircrnents of laws, regulations, contracts an d grants that would be material in relation to a major fed eral 
progr am  be ing audited may occur and not be detected wi thin a timely period by employees in the normal 
course of performing their assigned functions. Our  consideration of th e internal con trol over compliance 
would not necessarily disclose all ma tters in th e internal control that might be reportable con ditions an d, 
accordingly, would not necessarily disclose all rep or table conditions  that are also cons idered  to be ma terial 
weaknesses. However, we believe that none of the rep or table conditions described above is a ma terial 
wca]oless. 

W e have audited the finan cial statements of CTC as of and for the year ended December 31, 2003 an d have 
issued our  report thereon dated June 16, 2004. Our audit was performed for th e purpose of forming an  opinion 
on  th e fin ancial statements taken as a whole. Th e accompanying schedule of expenditores of federal awards is 
presented for purposes of addition al an alysis as required by OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations, an d is not a required part of the finan cial statements. Such 
information has been subjected to the auditing proc edures applied in the audit of the financial statements and, 
in our  opinion, is fairly stated, in all material respects, in relation  to the fin ancial statements taken as a whole. 

This report is intended solely for th e information of CTC, CTC's managem ent and federal awarding agen cies 
and pass-through  entities, such as the State of Louisian a an d Legislative Auditor's Office, an d is not intended 
to be and should not be used by anyone oth er than these ep eeified parties. However, under Louisiana Revised  
Statute 24:513, this report is distributed by the Legislative Auditor as a public doc ument. 

Baton Rouge, Louisian a 
June 16, 2004 



CAPITAL TRANSPORTATION CORPORATION 
Baton Rouge, Louisiana 

Schedule of Expenditures of Federal Awards 

For the year ended December 31, 2003 

Federal Grantor/Program  Title 

Federal Transit Administration: 

Formula Grants 

Donation of federally owned portion 
of vehicles from  Dallas Area 
Regional Transit 

Total 

CFDA  
Num ber 

20.507 $ 5,260,902 

20.507 327 789 

See accompan ying notes to Schedule of Expenditures of Federal Awards. 
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CAPITAL TRANSPORTATION CORPORATI ON 
Baton Rouge, Louisiana 

Notes to Schedule of Expenditures of Federal Awards 

December 31, 2003 

(1) General 
The accompan ying Schedule of Expenditures of Federal Awards presents the activity of the federal 
awards of Capital Tran sportation Corporation (CTC). CTC's reporting entity is defined in note 1 to 
the financial statem ents for th e year en ded December 31, 2003. All federal awards received from  
federal agencies are included on the schedule. 

(2) Basis of Accounting 
The accompanying Schedule of Expen ditures of Federal Awards is presented using the accrual 
basis of accounting, which is described in note 1 to CTC's fin ancial statem ents for th e year ended 
D ecember  31, 2003. 

(3) Relationship to Financial Statements 
Federal awards are included in statement of revenues, expen ses and chan ges in net assets as 
follows: 

Governm ent operatin g grants 
Federal Operating Subsidy 
Planning an d study gr ants 
Capital Conh'ibutions 
Less: N on-Federal Portion 
of Capital Contributions 

$ 4,172,447 
221,492 

1,517,418 

( 322,666) 

$ 5.588.691 

Indirect Funding 

Of th e $5,588,691 of federal gran t exp en ditures un der program  20.507, $1,248,504 was received 
as indirect funding from the City of Baton Rouge-Parish of East Baton Rouge primary 
governm en t, and $327,789 was received by way of a donation of the federally owned portion of 
vehicles previ ously oper ated by th e Dallas Area Regional Transit Authority. 



(1) 

CAPITAL TRANSPORTATION CORPORATION 
Baton Rouge, Louisiana 

Schedule of Findings and Questioned Costs 

Year ended December 31, 2003 

(a) The type of report issued on the financial statements: unqualified opinion 

(b) Reportable conditions in internal control were disclosed by the audit of the financial 
statemen ts: none reported; M aterial weaknesses: no 

Noncompliance which is m aterial to the financial statements: no  

Reportable c~adiflons in internal control over major programs: yes: Material weaknesses: no 

The type of rep ort issued on compliance for major programs: unqualified opinion 

Any audit findings which are required to be reported under Section 510(a) of OMB Circular 
A-133: no 

(g) Majorprogram: 

Federal Transit Administration - Formula Grants (CFDA number 20.507) 

(h) Dollar threshold used to distinguish between Type A and Type B programs: $300,000 

(i) Auditee qualified as a low-risk auditee un der Section 530 of OMB Circular A-133: yes 

(2) Findings Relating to the Financial Statements Reported in accordance with Government Auditing 
Standards: None 

(3) Findings and Questioned Costs relating to Federal Awards 

2003-1 Reporting: 

Criteria: 

Condition: 

FTA funds may be used for a 3 year period to fund th e operations of 
expan ded routes. 

CTC's grant budget approved a certain group of expanded service m utes 
for th e grant period ended September 30, 2003. Those routes were 
serviced by a conlractor. In performing our audit pr ocedures, we noted 
that a payment for October, 2003 services was m ade to this contractor for 
th e expan ded routes and charged to the preventative maintenan ce 
portion of th e grant inappropriately. 



2003-1 (continued) 

Effect: 

Recomm endation: 

CAPITAL TRANSPORTATION CORPORATION 
Baton Rouge, Louisiana 

Schedule of Findings end Questioned Costs 

Year ended December 31, 2003 

Questioned costs of $40,348 were charged to the program. 

W hen completing reimbursem ent requests, CTC should exercise care to 
charge the appropriate line item for th e various programs of the grant. 

Action Taken: CTC was made aware of the error and immediately credited $40,348 to the 
appropriate grants program. At the time of the error, CTC was without a permanent CFO. 
Since, a CFO who is knowledgeable of the FTA regulations has been hired and will review all 
charges made to grant programs. 

2003-2 

Criteria: 

Condition (s) 

Recomm en dation: 

According to OM B Circular A-87, compen sation costs charged to a grant 
for emp loyees that work on multiple cost objectives must be charged to 
federal programs based upon ai~er-th e fact time distributions that are 
signed by the emp loyees. 

CTC's administrative personnel and certain operational personnel work 

on multiple cost objectives, including those that arc funded under the 
grant program . Compensation costs for these individuals are charged to 
th e grant program s based upon estim ated per centages of the tim e worked 
for that month . The estim ated percentages used for charging 
comp en sation costs to the grant did not contain th e signatures of these 
employees as required by OM B Circul ar A-87. 

Additionally, alth ough knowledgeable of the FTA regulations, we noted 
a gen eral lack of familiarity with OM B Circular A-87 by th ose 
individuals involved in th e processes for approving costs charged to the 
gr ants en d by those individuals preparing the reimbur sem ent requests. 

Adm inistrative costs of approxim ately $187,000 are questioned. W ithout 
a working kn owledge of OM B Circular A-87, poten tial exists for future 
charges of un allowable costs. 

The administrative and operational employees whose compensation costs 
are charged to th e gran t programs should provide signature approval of 
th e estim ated percentage allocation  of their time. This approval should 



occur after each payroll period. Allocations should also be approved by 
the direct supervisor of the individual. 

W ith-regards to familiarity with OM B Circular A-87, the CTC may want 
to provi de some practical tools th at could be utilized by individuals 
involved in the grant reimbursement process such as copies of the 
Circular, lists of allowable an d unallowable types of costs, an d 
memoran dtmas on application of the Circular. 

Action Taken: Effective immediately, the individual employee along with the 
supervisor will sign all estimates of percentage of time allocated to grant programs. 



~ N one 

CAPITAL TRANSPORTATION CORPORATI ON 
Baton Rouge, Louisiana 

Sum m ary Schedule of Prior Audit Findings 

10 



Postlethwaite &  N ettervtlle 
A I~of~ nol .~ :oontin~ 

Associated Offices in Principal Cities of the United Stoles 

www.pncpa.com 

To the Board of Comm issioners 
Capital Transportation Corporation 
Baton Rouge, LA  

W e have audited the financial statem ents of Capital Transportation Corp oration. for th e year 
ended D ecember 31, 2003 an d have issued  our report th ereon. As part of our  exam ination, we 
m ade a study and evaluation of internal accounting control to th e extent w e considered 
necessary to evaluate the system  as required by auditing stan dards gen erally accepted in  the 
United States of Am erica. Under th ese stan dards, th e purposes of such evaluation are to 
establish a basis for reliance on th e system of intern al accoun tin g contro l in  determ ining th e 
nature, timing, an d exten t of oth er auditing pro cedur es th at are necessary for expressing an 
opini on on the finan cial statem en ts an d to as sist th e audi tor in planning an d performing his 
audit of th e fin ancial statem en ts. 

The objective of internal control is to provide reasonable, but not absolute, assurance as to the 
safeguarding of assets against loss from  unauth orized use or disposition, an d the reliabihty of 
the finan cial records for prep aring finan cial statem ents and m aintaining accoun tability for 
assets. The coneept of reasonable as sur an ce recognizes that th e cost of a system  of intern al 
accoun ting control should not exceed the benefits derived an d also recognizes th at th e 

evaluation of these factors necessarily requires estimates an d judgments by man agement. 

No m atter how good a sys tem , th ere are inherent lim itations th at should be recognized in  
considering th e poten tial effectiveness of in ternal acc oun ting. In th e perform an ce of m ost 
control procedur es, errors can  result from  m isun derstan din g of instructions, m istakes of 

judgment, carelessness, or other personal factors. Control procedures whose effectiveness 
dep ends upon segregation of duties can  be circum ven ted by collusion. Similarly, control 
procedur es can  be circum ven ted intentionally by m an agem ent either with  respect to the 

execution and recording of transactions or with respect to the estimates an d judgm ents 
required in the preparation of fin an cial statem ents. Further, projection of any evaluation of 
internal accoun ting control to future periods is subject to the risk that the degree of compliance 
with  th e proced ur es m ay deteriorate. W e say this sim ply to suggest th at an y system  needs  to 
be constan tly reviewed an d improved where necessary. 

8550 United Plaza Blvd, Suite 1001 Baton Rouge, LA 70809 Tel: 225.922.4600 Fax: 225.922.4611 



During the courso of our audit, w e ~  tho follow ing obser vations which we f~ l should be 
brought to your attenl~o~ Concerning these m atters, we offer the following comm en ts and 
recomm endations: 

f 

W e noted that th e account receivable acco unt was not reconciled to th e subsidiary ledgers or 
other source docum ents on a regular basis as evidenced  by th e fact that th e ac coun ts receivable 
detail di d not m atch th e gen er al ledger balance at Dec ember 31, 2003. The detail should be 
reconciled to th e gener al ledger on a routine basis. This practice serves as a check on th e 
accuracy of th e record-keeping process and m aintains th e accounts receivable on am ore tim ely 
and ac curate bas is. W e recom m en d that the accoun ts rec eivable be rec onciled to th e gen eral 
ledger  at the end of each m onth. Any differences should be resolved as  soon as possible. 

The accounts receivable account will be reconciled to the subsidiary ledger and other source 

documents on a monthly basis by the accountant and will be reviewed by  the CFO. 

Increased Review s bv Sunervisorv Personne 

Bank reconciliations w hich are prep ared  by accoun ting personnel, especially the payroll 
acco un t, should be reviewed by the CFO. This practice would greatly enforce the checks and 
balan ces necessary for strong controls over cash. Th e revi ew should focus on an y unusual 
items, in vestigate an d fully resolve such item s, an d docum ent his or her approval by initialing 
the form . 

Effective immediately, all bank reconciliations will be review ed and signed by the CFO 

W e noted that fixed assets do not curren tly have identification tags physically attached. It is 
cons idered best practices for a govern m ental agency to employ a tagging system to track fix ed 
assets. This will lead to eas ier identification of as sets th at have been  added  and disposed of 
during th e year. Additionally, a physicalinventory of all fixed assets shodd be taken  annually 
and th e detail subsidi ary records should be updated to reflec t any changes noted  during the 
phys ical inventory. 

A fixed asset tagging system is currently in-place at CTC, however, due to sign ificant 



turnover, some employeea were unaware of its exi~tence. We will brief all employees on the 
established policy of attaching identification tags to fixed assets. 

As a result of our audit procedur es in the cash disbur sem ents area, we found num erous ar eas  
where established policies were not being followed and other errors were m ade: 
1) The established policy of stamping the invoice with the posted  stamp was missing on 

sever al invoices. 

2) Several general led ger coding errors were noted on invoices 
3) Several purchase orders could not be located to support purchases made 
4) Three invoices could not be located to support cash disbursements 
5) Purch ase Orders are not reconciled to the invoices or matched to the invoices prior to 

paym ent. 

W e recom m end th at m ore stringent efforts be m ade to ensur e th at em ployees follow 
established procedur es tmiform ly and consisten tly. Additionally, we recom m en d that pur ch ase 
order s by m atch ed to th e invoice prior to processin g for paym ent to be sur e th e am oun t paid 
m atches th e expected an d actual am ount due. W e also recom m en d that all docum en tation to 
support cash disbursem ents accompany th e checks to be signed an d th at chec ks are only sign ed  
after th e signer reviews all supportin g docum en tation. This docum entation should rem ain on 
file at CTC. 

M ana~em ent 's Response 

We will discuss with all employees responsible for cash disbursements the importance of 
following the established policies. Additionally, since there has been considerable turnover of 
employees responsible for cash disbursements, we will clearly explain the established policy to 
all employees involved in the process. 

During our  testing of payroll we noted th at th e interim CEO authorized  th e conversion of a 
$4,800 annual ear allowance to base salary for an  employee who is also an  imm ed iate family 
m ember . Additionally, he also authorized a 3% pay raise for this person, which was th e sam e 

increase given  to most em ployees of CTC. Revised  Statute (R..S.) 42:1112(b) prohibits 
participation by a public employee in  any transaction in which a m ember  of his imm ediate 
family has  a substan tial economic interest, including th e gran ting or advising for a prom otion 
or compensation increase, which would be of an ec onomi c ben efit to a family m ember 
em ployee. 

M anagem ent as serts th at th e conversion of car allowance to salary is a result of a change in  
compan y policy and w as th erefore auth orized by virtue of that change. Irregardless of th e 



policy change, (R.S.) 42:1112 Co) appears to have been violated, as the personnel action form 
which docum ented the above actions w as signed solely by the interim  CEO. W e recom m end 
th at no public em ployee approve personnel action regardin g im m ediate fam ily m em bers. 

M anazement "s Response 

Effective immediately, no CTC employee will approve of any personnel action regarding an 
immediate family member. 

During our testing of revenues we noted that the Corporation provided charter services to 
various organizations . CFR Title 49, part 604 prohibits the use of fed erally funded rolling 
stock for charter services unless the service m eets certain exceptions. H ow ever, even if th ose 

exceptions are met, such services must be incidental. In our judgment, the charter services 
provi ded, whi le not m aterial, app eared to be beyond incidental due to the num ber of different 
organizations that received the services. Total fees received  were $33,348 for 2003. 

CTC has discontinued all special services not in accordance with CFR Title 49part 604. 

W e w ant to thank CTC for th e courtesies exten ded to us during th e audit. If you have any 
questions or need any assistance in the im plem entation of th ese recom m en dations, we w ould 
be pleas ed to offer our  services. 

Baton Rouge, Louisiana 
June 16, 2004 


