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Board of Commissioners 
Regional Transit Authority: 

We have audited the accompanying statements of net assets of Regional Transit Authority (RTA) as of 
December 31, 2003 an d 2002, and th e related statements of revenues, expenses an d changes in net as sets, 
an d cash flows for the years then ended. These financial statements are the responsibility of RTA~s 
nmua gemenL 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 generally accepted in the United States of 
America an d the standards applicable to financial audits contained  in Government Auditing Standards, 
issued by the Comptroller General Of the United States. Th ose standards require that we plan  an d 
perform  the audit to  obtain reasonable assurance about whether the fin an cial statem en ts are flee of 
material misstatemen t. An audit includes examimn" g, on a test basis, eviden ce supporting the amounts 
an d disclomaxes in the financial statements. An  an dit also includes assessing the accountin g principles  
used an d significan t estimates made by management, as well as evaluating the overall financial statemen t 
presen tation. W e believe that our audits provide a 1~ason able basis for our  opinion. 

In our opinion, th e fin ancial statem ents referred to above presen t fairly, in all ma terial re spects, th e 
fimmcial position  of RTA as of December 31, 2003 and 2002, an d the respective changes in financial 
position an d its cash flows for the years than  ended in conformity wi th accoun ting principles gen erally 
accepted in the United States of America. 

30th Floor - Energy Centre 1100 Poydras Street 
2324 Severn Avenue, Suite A Metairie, LA 70001 

1 
New Orleans, LA 70163-3000 Tel: 504.569.2978 

Tel: 504.837.5990 Fax: 504.834.3609 



Our audits were oonduoted for the purpose of forming an opinion on the basle financial statements taken 
as a whole. The otheT supplementary information  as listed in the Table of Contents is presented for 
purposes of additional analysis and is not a required part of the basic financial statements. Such 
information has been subjeoted to the auditing prooedures applied in the audit of the basic financial 
statements an d, in our opinion, is fairly stated in all material respe~  in relation to the basic financial 
statements taken as a whole. 

M ay 11, 2004 



 

Regional Transit Authority 
M an agem ent's Discussion and Analysis 

Year Ended December 31, 2003 

This section of the RTA's aon ual financial report presents a discussion  and analysis of the RTA's 
finan~ l performance during the fiscal year that ended December 31, 2003. Please read it in conjunction 
with the RTA's financial statements, which follow this section . 

FINANCIAL m Gm Jclrrs 

2003 

The RTA continued its construction for the Canal Street Streetcar Line and preliminary engineering for 
the Desire Street Streetcar Line during 2003. The RTA opened the Canal Street Streetcar Line for 
revenue service on April 18, 2004, Construction expenditures during 2003 totaled $56.4 million. The 
Hotel/M otel tax collected by RTA generated $4.3 mi llion of revenues in 2003. Capital grants for the 
cons~ tion  and aeq uisition  of property and equiprnen t increased by 38.8% to $51.4 million . 

Com parison of Net Assets Fiscal Years 2003 and 2002 
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Invested in capital assets, net of Re~ icted Um~-~ictzd 
related debt 

Net Assets 

2oo_ j  

The RTA con tinued its conslruction  for the Canal Street SU'eetoar Line and prelimi nary engineering for  
the Desire Street Slreetcar Line during 2002. Construction expenditures during 2002 totaled  $4 9.7 
million . The Hotel/M otel tax collected by RTA generated $4 .6 million  of revenues in 2002. Capital 
grants for  the con struction  an d acquisition of property and equipmen t increased by 101.5% to $37.0 
million. 
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This financial report consists of four parts: management's discussion and analysis (this section), the basic 
financial statements, the notes to the financial statements, and other supplementary information. 

The Statement of Net Assets ~  the RTA 's net assets. Net assets, the difference between the RTA's 
assets and liabilities, are one way to measure the RTA's financial health or position. The increase in the 
RTA's net assets during 2003 and 2002 is an indicator of its positive financial health. 
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The RTA's total net assets at December 31, 2003 reached approximately $133.8 million, a 37.1% increase 
over December 31, 2002 (See Table A-I). Total assets increased 12.6% to $326.7 ndllion, and total 
liabilities increased 0.2% to $192.9 million. 



The RTA's total net assets at December 31, 2002 reached approximately $97.6 million, a 22.3% increase 
over December 31, 2001 (See Table A-2). Total assets increased 22.2% to $290.2 mi llion, and total 
liabilities/ncreased 22 .1% to $192.6 million. 

The change in net assets at Decem ber 31, 2003 was approxima tely $36.2 mi llion or 103.3% more than at 
December 31, 2002. The RTA's total operating revenues decreased  by 3.6%  to approximately $36.1 
million, and total operating expenses increased by 1.6% to approxima tely $120.5 million. The changes in 
net assets am detailed  in Table A-3, en d operating expenses arc detailed in Table A-4. 

Net assets invested in capital assets, net of related debt consists of capital assets net of accumulated 
depreciation an d reduced  by the amount of outstanding indebtedness attributable to the acquisition, 
~onsm mtion , or  improvcraent of those assets. W hen  thew  am  significant unspent relat~l bond procee ds, 
the portion of the debt attributable to the unspent procee ds are included  in the calculation  of this item. 
Instead, that portion of th e debt should be in cluded  in the net as sets componen t re sa-icted for consWaction  
as an offset to the related bond proceeds outstanding. 
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Operating revenues declined by 3.6% to $36.1 million. The decrease in revenue resulted from a decline 
in regular passenger ridership and student ridership. The dec line in passenger fares was accompanied by 
a decrease in other operating revenues, which decreased by 31.0% to $ I. I mi llion. 

Non-operating revenues increased by 11.9% to $69.2 million . Fed eral and State of Louisiana grants an d 
subsidies increased $2.0 mi llion or 13.7% . Sales tax reven ue increased $6.2 mi llion or 12.9% and 
Hotel/M otel tax decreased $0.3 million or 6.1% . 

Capital con tributions increased by 38.8% to $51.4 mi llion due to the grants earned  on cons~uction  of the 
Canal Street Streetcar project and preliminary engineering of the Desire Street Streetcar project. 
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Labor and fringe benefits increased by 10.4% from 2002 to $68.2 million due to an increase in the 
pension plan actuarial minimum  contribution , increases in medical in suran ce and workers' ~ tion, 
the hiring of 53 additional operators and contractual wage  increases. 

Insurance and self-insured costs decreased by 38.2% to $7.8 mi llion  due to a cap on the self-insurance 
reserve obtained dm'ing 2002 an d several large paym ents made on settlement agreements during 2003. 

M aterials, fuel and supplies expense increased by 8.8% to $7.9 mi llion  duc to increases in the price of fuel 
for  revenue  an d non -revenue  vehicles an d an  increase in revenue vehicle parts needed for  an aging fleet. 

Utilities expense increased by  16.1% to $1.6 mi llion due to an increase in fuel costs. 

M iscellaneous expenses decreased by 60.5% to $0.4 mi llion  primarily due to decreases in dues and 
subscriptions, travel and meeting expense s, and advertising expenses as a result of better control over 
these mi scellan eous expense s. 

The change  in net assets at December 31, 2002 was approximately $17.8 million  or  835.6% more than at 
December 31, 2001. The RTA's total operating revenues decreased by 4.9% to approximately $37A 
mi llion, and total operating expenses were comparable to 2001 at $118.5 mi llion. The changes in net 
assets are detailed in Table A-5, operating expenses are detailed in Table A-6. 

Th e 69.8% decrease in net assets ~stricted for de bt service an d other purposes is due to the release of 
restricted capital lease reserve funds in conjunction with the refinancing of the capital lease. The new 
lease does not require a reserve fund. 

Net assets invested in capital assets, net of related debt consists of capital assets net of accumulated 
de prec iation an d r~luco d by the amount of outstanding inde btedness attn'butable to the acquisition, 
construction, or improw mco t of those as sets. W hen thexc are significant unspent related bond proceeds, 
the portion of the de bt attributable to the unspent proceeds arc included in the calculation of this item. 
Instead, that portion of the de bt should be included  in the net assets componeo t restricted for  ~onstn~ction  
as an  offset to the related bond proee ed s outstanding. 
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Operating revenues declined by 4.9% to $37.4 million. The decrease in revenue resulted from a decline 
in regular passenger ridership and student ridership. The decline in passenger fares was partially offset 
by increase in other operating revenues which increased by  6.8% to $1.6 mi llion. 

Non -operating revenues decreased  by 1.0% to $61.8 mi llion . Fed eral an d State of Louisian a grants and 
subsidies increased $2.6 million or 21.9~/0. Sales tax revenue  decreased $3.4 million or  6.6%  and 
Hotal/M otel tax increased $0.3 mi llion  or 7.7% . 

Capital cen m'bution s increased by 101.5% to $37.0 million due to the grants earned  on construction  of 
the Canal Street Streetcar project and preliminary engineering of the Desire Street Saeetcar project. 
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Labor and fringe  benefits d~ lined  slightly fi'om 2001 to $61.7 million. 

Insurance an d self-insured costs decreased by 7.8%  to $12.7 mi llion due to a substantial increase in the 
provision for legal claim s in 2001 offset by additional insurance coverage for revenue vehicles and a cap 
on  the self-insuranca  reserve obtained during 2002. The increase in 2001 resulted from  a number of large  
settlernen ts and judgn~mts which were advvrse to the RTA during 2001. 

M aterials, fuel and supplies expen se incrca sed  by 15.6% to $7.2 million  due to a write off of non - 
vouchered  receipts in 2001 involving amounts prior  to 2001. 

Utilities expense decreased by 19.3%  to $1.4 million  due to a decline in fuel costs an d the sale of the 
Arabella facility in 2001, 

th~rc~  ~'snsportation increased by 11.6%  to 1.9 million as a result of an  increase in service hours 
provided  by contracted  van and sedan services. 

As of December 31, 2003, the RTA had invested approximately $422.2 mi llion in capital assets. Net of 
accumulated depreciation , the RTA's net capital assets at December 31, 2003 totaled approxima tely 
$268.3 million. This amount represents a net increase (including addition s and disposals, net of 
depreciation) of approximately $42.0 million or 18.5% over December 31, 2002. 

The approximate $56.2 million  increase in co nstruction  work in progress is primarily the result of 
construction  co sts of the Canal Street SUeet~ar Line and prelimi ns xy engineering co sts of the Desire 
St~ -'t St~ tear Line. 

(Con tinued) 



As of Dece mber 31, 2002, the RTA had invested approxinmtely $362.8 million in capital assets. Net of 
accumulated depreciation, the RTA's net capital assets at Dece mber 31, 2002 totaled approximately 
$226.3 million. This amount represents a net increase (including addition s and disposals, net of 
depreciation) of approximately $34.6 mi llion or 18.1% over December 31, 2001. 

The approximate $49.7 mi llion  increase in conslm ction  work in progress is primarily the result of 
en nstruetinn costs of the Canal Street Streetca r Line and preliminm'y engineering costs of the Desire 
Street Streetcar Line. 

2003 Debt Admlni~'la'altou 

The RTA con tinues to make its regularly sebeduled payments on  its 1998A Series Sales  Tax Refunding 
Bon ds and its 1991 Series  Sales Tax Revenue Bonds. During 2003, $2,405,000 in principal pa yments 
were made. 

The RTA has a loan agreement with the Louisiana Local Government Environmental Facilities and 
Community De velopment Authority to borrow up to $65.8 million to finance the local ma tch portion of 
the Canal Street Streetcar and De sire Street Streetcar projects; approximately $40.8 mi llion  has been 
borrowed against this facility. During 2003, $33.1 million of loen  repa yments were made on  the LCDA 
Revenue Bon ds . 

Th e RTA issued certificates of participa tion  during 2002 to advance  refund its capital lease for 175 Orion 
buses. A defeesance escrow was established with the net proem s to make the minimum  lease payments 
on the capital lea se tmtil it can be prepaid in M ay 2005 and the lease was  rem oved from  the financial 
statements. The RTA makes annual minimum pa yments of variable am oan ts including principa l an d 
interest. 

All bond debt an d lease covenants have been met. 

The RTA continues to make its regularly scheduled paymen ts on its 1998A Series Sales  Tax Refunding 
Bonds  and its 1991 Series  Sales Tax Reanm ue Bon ds. During 2002, $2,245,000 in principal pa yments 
was n'lade. 

The RTA has a loan agreement wi th the Lo ui siana Local Government Environmental Facilities  an d 
Community Development Authority to borrow up to $65.8 million to finance the loca l match portion of 
the Canal Street Sl~etear and Desire Street Streetcar projects; approximately $28.1 mi llion  has been 
borrowed against this facility. During 2002, $187,100 of loan repaym ents were made on the LCDA 
Reven ue Bonds . 

Th e RTA issued certificates of participation during 2002 to advance refund its capital lease for 175 Orion 
buses. A defes sance  escrow was established wi th the net proceeds to make the minimum lease pa yments 
on  the capitsl lea se until it can  be prepaid in Ma y 2005 an d the lea se was  remove d from the financial 
statements. The RTA makes annual minimum  paym en ts of variable am ounts including pr incipal and 
interest. 

All bond debt an d lease co ven an ts ha ve  been met. 
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(~ g revenues: 
Pass~ ger fm'es 
Other 

Statements of Revenues, Expenses and Changes in Net Assets 

For the years ended December 31, 2003 and 2002 

2083 

Total ope~ting reven ues 

Operating expenses: 
Labo~ and fringe benefits (note l(a)) 
Depreciation 
Contract services  
Insurance and self-insured costs 
M aterials, fuel and supplies 
Utilities 
Pm-clmsed transportation 
Taxes, other than payroll 
Ren t 
M iscellaneous 

Total operating expenses 

Loss fi'om operations 

Nonoperating revenues (expenses): 
Tax revenues: 
Sales tax 
Hotel/M otel tax 

Govern ment operating grants: 
Federal subsidy 
State Departmen t of Trans~ rtation 

planning and technical study  grants 
Loss on  sale of assets 
Inves tm en t incom e 

Interest cxpe m c 

Total nonopereting revenues 

Net less before capital revenues 

Capital contributions 

Increase in net assets 

Net assets: 
Balan ce, beginning of ye ar 

Balance, en d of ye ar 

See acc~ ying notes to financial statements. 

14 

34,940,831 
1,123,228  

68,191,048 
17,382,308 
14,497,240 
7,847,994 
7,862,708 
1,614,020 
1,771,282 
746,899 
168,772 
369.705 

61,743,359 
17,415,105 
14,209,563 
12,701,603 
7,227,554 
1,390,320 
1,868,359 
810,513 
198,938 
935,520 

118~500~834 

53,785,535 
4,316,794 

14,258,560 
1,862,563 
173,986 

335,665 

(5,561,169) 
69,171,934 

(15,215,983) 
51,424,642 

36,208,659 

w ,558,824
_  

133,767,483 

47,633,194 
4,595,653 

11,752,040 
1,990,789 
595,064 

(187,300) 
389,220 

(4,924,335) 
61,844,325 

(19,234,343) 
37,047,259 

17,812,916 



For the years ended December 31, 2003 and 2002 

Cash flows from operating activities: 
Cash received from operations 
Cash received from other sources 
Cash paid to employees and for  related expenses 
Cash pa id to supplier s 
Cash paid for insurance, legal claims an d related costs 

N et cash used in operating activities 

Cash flows  from nonca pital financing activities: 
Cash received from sales tax 
Cash receive d from  hotel/motei tax 
Operating subsidies received from  other govern ments 

$ 34,975,477 
235,409 

(68,237,808) 
(26,885,083) 
(12,663,834) 

33,984,411 
888,432 

(62,492,916) 
(26,298,183) 
(9,119,150) 

50,136,164 
3,431,098 
16,287,206 

51,349,707 
4,535,621 
14,40 2,587 

Net cash provided by noncapital financing activities 69,854,468 70,287,915 

Cash flows from capital an d related financing activities: 
Acquisition and construction  of capital assets 
Ca pital revenues from federal grants 
Interest paid 
Repaymen t of bonds 
Rep ayment of ca pital lease obligation  
Proceeds fi'om bond sale 
Bond issuance costs 
Ih-o~ceds f~om sale of assets 
Proceed s from re financing of capital lease 
Paym ent on defeasan~  of capital lease 

Net cash used for ca pital an d related 
financing activities 

Cash flows from investing ac tivities: 
Purchases of investmen t sac urit~es 
Proceeds f~orn sale and raatoritias  of investment 

securities 
Interest paym ents received 

Net cash provided by investing activities 

Net increase in cash an d cash  equivalen ts 

Ca sh and cash equivalents at beginning of year 

Cash an d cash equivalen ts at end of year 

15 

(62,734,478) 
55,865,739 
(4,107,987) 
(35,499,00o) 
(3,795,000) 
45,971,027 

(44,604,770) 
19,245,707 
(3,791,565) 
(2,432,100) 
(1,586,767) 
26,142,456 
(1,476,096) 

30,718 
45,388,493 
(43,794,000) 

21,369,451 
335,665 

(5,815,187) 

7,956,370 
389,220 

2,902,988 

$ 8,289,111 8,325,468 

(Con tinued) 



For the years ended December 31
.2003 and 2002 

Reconciliation of loss from  operations to net 
cash used in operating activflies: 
Loss from  operations 

Adjustments to reconcile loss fi'om operations to net 
cash used in operating activities: 
Depreciation 
Amortization of bond issue costs 
Increase in allowance for doubtful accounts 
Increase in accounts receivable 
In crease in due from  City of New Orleans 
Increase in prepaid assets 
In crease  in  inventory 

In crease in accounts payable and accrued 

expenses 
Decrease in deferred revenue 
Decrease in amoun ts due to TM SEL 

Increase (decrease) in the provision for legal 
and small claim s liability 

$ (84,387,917) (81,078,668) 

17,382,308 
712.808 
12,674 

(136.173) 
(807,692) 
(653,372) 
(262,655) 

336,088 

(717,6O0) 
(46,76O) 

17,415.105 
323,514 
10,342 

(1,422,222) 

(168,341) 
(530,403) 

1,383,434 

(873,500) 
(],425,519) 

Net cash used in operating activities (72,575,839) _  (63,037,406~ 

See accompanying notes to financial statements
. 



(1) Summary of Significant Accounting Polities 

(a) Organization and Reporting Entity 

The Regional Transit Authority (RTA) is an independent political subdivision of the State of 
Louisiana created in 1979 by Act 439 of the Louisiana Legislature in order to provide mass 
transportation  within its jurisdiction, which comprises the Greater New Orleans area. Effective 
July I, 1983 under a transfer agreement among the RTA, the City of New  Or leans (the City) and 
New Or leans Public Service, Inc. (NOPSI), the RTA assumed responsibility for all mass transit 
operations in Or leans Parish en d acquired u'aus it-related assets an d assumed certain tnmsit- 
related liabilities of NOPSI an d of the City through purchase , funded by federal and local 
government grants, rout through  contributions from the City. Subsequen tly, the RTA has also 
assumed responsibility for ~  transit operations of the City of Kermer. The RTA's area of 
service presently comprise s Or leans Parish an d the Ci ty of Ke~mer in Jefferson Parish end may 
ultimately include future transit operation s through out the Greater New Or leans area. 

The RTA is governed by an eight-member Board of Commissioners composed of appointees of 
the participating loc al governments wi thin the RTA's jurisdiction. The Board of Commission ers 
establishes po licies, approves  the budget, ~on U'ola appro priation s and appoints an Executive 
Director re sponsible for  administering all RTA operations an d activities. At December 31, 2003 
and 2002, one po sition  on  the C.onmlission  was vacant. 

The RTA holds title to substantially all assets an d controls, or  is en titled  to , substantially all 
revenue and funds  used to support its operations an d is so lely responsible for its fiscal affairs. 
The Board of Co mmissioners is authorized to issue bonds , incur short-term debt an d levy taxes 
upon approval of the voters in one or more of the parishes or mun icipa lities served by  the RTA. 
Prior to Decem ber 2002, the RTA conducted substantially all of its transit an d related operations 
through  Transit Management of Southeast Lo uisiana, Inc. (TMSEL), pursuant to the manageme~ 
con ~'act between RTA, TMSEL and Metro New Orlean s Transit (METRO). Effective December 
17, 2002, the contract with M ETRO was terminated, but the contract as to TM SEL continued  
wi th no disruption  in transit service. The con tract wi th M ETR O provided for a pa yon t of 
$504,000 which is ~ ed  pending final settlement. Th e labor, fringe benefits an d other 
similar costs reflected in the statements of revenues, expenses an d changes in net assets are 
TM SEL expenses which are re imbur sed  by RTA pursuant to  the management contract. 

The RTA is a stand-alon e entity as defined by GASB 14, The Financial Reporting Entity. The 
RTA is neither fisc ally depemdent on may other  local gov~ t nor  does it provide specific 
financial benefits to or impose specific financial burden s on any other go vernmen t. No other 
po tential component units meet the criteria for  inclusion in the financial statements of the RTA. 

(b) Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
The accounting po licies of the RTA con form to accounting principles generally accepted in the 
United States of America as applicable to go vernments. Th e basic financial statements are 
reported using the economic reso urces measurement foc us an d the accrual basis of accounting. 
Re venues are recorded when carue d an d exp~ scs, excluding depreciation and amortization, are 
recorded when a fiability is incurred, regardless of the timing of related cash flows. The RTA 
has no go verraue nt or fiduciary funds. Th e RTA uses fund accoun ting to report its financial 
po sition  an d results of operation s. The RTA's accounts are organ ized into a single proprietary 
fund. Th e enterprise fund (a proprietary fund) is used to accoun t for operations (a) that are 
operated in a manner sim ilar  to private business where the intent of the go verning body is that 
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The RTA's principal operating revenues are the fares charged to passengers for service. 

The RTA applies all applicable FASB pronouncements issued on or before Novembe~ 30
, 1989 

in accounting for its operations un less those pronoun cements conflict or contradict GASB 
pronouncements. 

(c) Restricted Assets 

Certain assets, principally consisting of cash and investments, are segregated and classified as 
restricted assets, which m ay not be  used except in accordance with  state regulations or 
con ~'actual terms, un der certain co nditions. 

(d) Investments 
Investments are stated at fair value an d generally consist of U .S. Government an d Agen cy 
securities an d time deposits. Fair value is based on quoted market prices. If quoted price s are 
not avaiiable, fa/r value is estimated based on similar securities. 

(e) Inventories 

Inven tories, principally repair parts and supplies, are stated at co st, which approximates nmrket. 
Cost is determined by the average co st meOtod. 

(O Property, Buildings and Equipment 
Property, buildings an d equipmen t are recor ded at cost Depreciation  and amortization  is 
charged to expense over the estimated useful lives of the assets and is determined  using the 
straight-line method. Expenditures for maintenance an d repairs

, which do not materially ex tend 
the useful life of the as set, are charged to expense as incurred. The estimated us eful lives used in 
computing depreciation  an d amortization are: 

Buildings 
Buses an d equipment 
Streetcars, lrask system an d related eq uipment 
Furniture an d fixtures 
Leasehold improvements 

20 years 
3-12 years 
20-30 years 
3-10 years 
3-5 years 

(g) Federal and State Gran ts 

Federal and state gran ts are made available to the KTA for  the acquisition of public transit 
facilities, planning studies , buses an d other transit eq uipment, an d lease maintenance  services. 
Unrestricted operating grants and grants reslricted as to purpose

, but not con tingen t on the actual 
ex penditures of funds, are recognized at that point in time when the right to the funds becomes 
irrevocable. W here 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 ex pense is incurred. 
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0~) Compensated Absences 
RTA is obligated to reimburse TM SEL for vacation when earned by TM SEL employees, either 
in accordance with TM SEL's general personnel policy or tmds r certain TM SEL union 
a~ eeman ts. The total liability for  ac crued vacation  at December 31, 2003 and 2002, included in 
ctwren t liabilities, was approximately $3.3 million  and $2.9 million, respectively. 

(i) Cash Flows 
For  the purposes of the statements of cash flows, cash and cash equivalents include investments 
wi th a maturity of less than on e year. 

(1") Budgets and BudgetmT Accoun~ g 
In accordance wi th Act 186 of the Louisiana Legislature and under authority granted to the 
Board of Con mdssion ers of the RTA wi thin the Regional Transit Authority Act (Act 439), an 
annual budget of revenue, expenses an d capital expenditures is prepared under the accrual basis 
of accounting, consistent wi th acco en ting principles generally accepted in the United States of 
America. Th e budget is adopted by resolution of the Board of Commissioners after public 
hearings are conducted an d public input is received. Th e RTA, operating as an  en terprise fund, 
utilizes the budget and related budgetary accounting to assure that (1) service objectives are 
attained; (2) expenditures are properly conlrolled ; and (3) adequate resourees will be available to 
finance cm'rent operations, repay long-term liabilities an d meet capital outlay requirements. A 
budget presen tation  is not required ~ d has no t be en included in the financial statements. 

~) Bond Issnanee Costs and ltefund mgs 
Costs re lated to issuing bonds are capitalized an d amorlized based  upon the ~ s used to 
approxima te th e interest method over the term of the be nds. 

Effective wi th fiscal years in 1994 an d thereafter, gains an d losses associated  with refan dings 
and advance refen dings are being deferred and amortized based upon the methods used to 
approximate the interest me thod  over the life of th e new bonds  or  the remaining term  on  an y 
re funded  bond, whichever is shorter. 

fl) Claims and Judgment~ 

Th e RTA provides for losses resulting from claims an d judgments, including an ticipated 
incremental costs. A liability for such losses is reported when it is probable that a loss has 
occurred and the an~ unt can be  reasonably estima ted. Actual losses may differ  significan tly 
from RTA's estimates. Incurred but not reported claims have  been considered in determining the 
ac crued  liability. 

(m) Deferred Revenue 
Reven ue collec ted more than on e year in advance for  in~ 'ior  an d extertor  bus an d streetcar 
ad'v~ lising is deferred. 
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(o) Reclassification of Prior Year Balances 
Certain amounts in the 2002 financial statements have been reclassified to conform to the 2003 
presentation. 

(2) Cash and lavestmeats 
The RTA's cash and inve stments consist of the following: 

m ber 31.2002 

$ 1t216,421 81289,111 11148~381 8,3251468 

Investments, at fair value: 
U.S. Govern ment Treasury 
and Agency securities 1,217,025 

Certificates of deposit 
6,513,445 
353.713 

1,207,275 13,242,S46 
3511450 

$ .. 2,433,446 15...._._.,156,269 2,355,656 21,919,464 

Actual cash in banks and certificates of deposit as of December 31, 2003 and 2002, for restricted and 
uz~eslrinted bank accoun ts, before outstanding checks an d reconciling items, was $6,876,559 an d 
$4,578,700, respective ly. Of the total bank balan ces at December 31, 2003 an d 2002, all amoun ts were 
covered by fed eral depository insurance ($301,935 an d $301,935, respectively) or by collateral held in 
the RTA's name by its agent ($6,823,215 and $5,468,388 respectively), except for amounts at one bank 
in which deposits in excess of federal depository insurance an d collateral held in the RTA's name by 
its agen t amounted  m $93,406 as of December 31, 2003. Actual cash in money market acc ounts was 
$8,171,652 an d $8,090,578, respective ly, an d is included in cash an d mon ey market above. These 
money market balan ces are uncategorized. 

InvesUnents are he ld in the name of the RTA by its agen t an d are classified as category I investments 
under GASB 3 requirementa. Statutes authorize the RTA to invest in direct United States Treasury 
obligations; bonds, debentures, notes or  othe~ indebtedness issued  or  guaranteed by U.S. Govemman t 
insa'amentalities which are federally sponsored or federal agencies that are ba cked by the full faith an d 
credit of the United States; short-term repurchase agreements; and time certificates of deposit at 
financial institutions, state banks an d national banks ha ving their principal offi ces in Louisiana. 

As of December 31, 2003 an d 2002, approximately $1,217,000 an d $1,207,000, respectively, of 
reslricted as sets was pled ged  as collateral to the Louisian a Offi ce of W orkman's Compensation to 
maintain RTA/TM SEL's se lf-insurance certificate. 
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(3) Aceanats Receivable 
Accoon ts receivable consist of the following as of December 31: 

2003 

Sales tax 
Hotel/motel tax 
Federal capital grants 
State operating subsidy 
Passenger (transpass and visitour) 
Orleans Parish School Board 
Kenner operating subsidy 
Other 

Less allowance for uncollectible amounts 

(4) Property, Buildings and Equipment 
A summary of changes in fixed assets follows: 

Land $ 
Buildings 
Equipment, primarily 
transportation vehicles 

For nittne and fix tures 
Construction in progress 

Jan uary 1, 
2003 

6,988,812 
85~12~21 

164,437,421 
23,670,522 
82,537,968 

$ 9,159,656 
1,897,475 
20,029,788 

120,241 
972,581 

2,097,246 
148,465 
206~843 

5,510,285 
1,011,778 
24,409,987 

173,237 
946,994 

2,157,479 
102,630 
81,859 , 

34,632,295 34,394,249 

$ 34~190t285 33t964r913 

35,062 

1,231,23o 
1,914,116 
567374~o29 

Decem ber 31, 
Deletions 2003 

6,988,812 
85,247,283 

165,668,651 
25,584,638 
138~705~309 

Accumulated depreciation 

and amortization (136,516,441) (17~382,308) 
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Land $ 
Buildings 
Equipment, primarily 
transportation vehicles 

Furnitm'e and fixtures 
Construction in progress 

January 1, 
2002 

6,988,812 
85,167,718 

163,243,567 
23,538,851 
32~839r780 

44,503 

2,062,622 
454,208 

49~698r188 

(868,768) 
(322,537) 

December 31, 
2002 

6,988,812 
85,212,221 

164,437,421 
23,670,522 
82~537~968 

311,778,728 52r259f521 (1;1911305) 362,846,944 

Accumulated depreciation 

and amortization (120~060~108) (17~415~104) 958,771 (!36r516,44 1~ 

At December 31, 2003 an d 2002, equipment includes transportation vehicles under capital lease with a 
net book value of $23,043,343 and $26,969,729, respectively. During 2003 an d 2002, interest 
capitalized was $1,224,131 and $719,897, respectively. Construction in progress is composed of the 
following as of December 31, 2003: 

Canal Street Streetcar Line 
Desire Streetcar Line 
Other 

$ 128,701,405 
6,740,64 2 
3~263~262 

Total camstruetinn in progress $ 138,705,309 



(5) Long-term Debt 
Long-term debt consisted of the following as of December 31: 

2003 2~ 2 
1998A Series, Sales Tax Refimding Bonds, interest rates between 6.8%  
and 8% , due in armual principal de bt service requiremen ts ranging from 
$1,130,000 to $2,815,000, final payment due December 2013 $ 20,405,000 21,710,000 

1991 Series, Sales Tax Revenue Bon& , intere~ rates betwee~ 5.5%  and 
6.5%  on current interest term bonds, and approximate yields  of 7%  and 
7.10% on  capital appreciation  bonds, with annual principal debt service 
requirements ~nging from $348,633 to $1,500,000, final paym ent due 
Dece mbe r 2021 14,620,733 15,720,733 

2000 Series, LCDA Reven ue Bon ds, variable interest rate of 2.83%  as 
of December 31, 2003, due in annual principal debt service 
requirements ranging from $155,100 to $2,372,500, final pa yment due  
February 2025 30,208,313 25,987,356 

2000A Series, LCDA Reven ue Bon ds , variable interest rate of 2.81%  as  
of December 31, 2003, due in annual principa l debt service 
requirements ranging from $181,700 to $695,700, final pa yment due 
Novem ber 2029 

Plus unamortized premiere  

Less current maturities 

Long-term de bt less era'rent maturities  

10,603,181 

75,837,227 
1,936,394 

3,509,900 

$ 74r263r721 

In September 1997, the RTA agreed to issue, not later than December 1, 1998, $26080,000 in Sales 
Tax  Revenue Bon ds , Series 1998A. The net proceeds of the 1998A Refunding Bonds of $29,786,335 
was used to repay the principal and call premium  on th e outstanding 1988 Bonds and the an ticipa ted 
costs of issuance of $827,339. The remaining $2,357,396, represon ting the present value of the interest 
savings to the RTA, was released to RTA in De cember 1997 upon execution  of the Forward Bon d 
Placement agreement. A deferred premium  of $2,918,093 was likewise recorded in December 1997 
and was amortized beginning in 1998 over the life of the Series 1998A Re funding Bonds . 

The interest on  the Series 1998A Refunding Bon ds  is due an d pa yable on June 1 an d December 1 of 
each year through Dec ember 2013. The Series 1998A Refunding Bonds  are secured by a pled ge an d 
lien upon a portion of RTA's on e cent sales revenue (one-half of one percent upon items and services 
subject to the sales tax). As a result of the 1997 effective date of this Forward Bon d Placement 
Agreement, the 1988 bond debt service  restricted assets had been released by RTA's trustee. Bond 
issue costs were deferred an d are being amortized over the life of the 1998A Re funding Bonds. The 
un amortized premium  related to the Series  1998A Refimding Bon ds was $1,936,394  an d $2,275,527 at 
De cember 31, 2003 an d 2002, respectively. 



The current interest and capital appreciation bonds are secured by a pledge an d lien upon a portion of 
the RTA's sales tax revenue (one-half of one percent upon the items and services subject to the sales 
tax). The interest on  the cm'rent interest bonds is due and payable on June 1 and December 1 of each 
year through December 1, 2004. Th e interest for the capital appreciation bonds  is due  and pa yable in 
series in 2012, 2015 and 2021. Bond issuance costs were deferred and are being amortized over the 
30-year life of the sales tax bonds . 

In accor dance with th e requirements of the bond in den tures, the RTA maintains, wi th a designated 
trustee, certain restricted asset bond accoun ts. The RTA is in compliance with its bo nd covenants as of 
December 31, 2003 an d 2002. 



The following ~t,=usen ts the debt service requirements for the bond issues as ofDes ember 31, 2003 

2OO4 $ 
2005 
2006 
2007 
2008 
2009-2013 
2014-2018 
2019-2023 
2024-2026 
2029 

2000 u d 
1991 u d 1991 u d 2000A 

1998A Bends 1998A Bonds Bo nds  Total 
Interest 

2,575,000 2,059,613 934,900 1,141,068 3,509,900 3,200,681 
2,760,000 1,873,417 1,006,500 1,113,521 3,766,500 2,986,938 
2,965,000 1,671,217 1,064,300 1,084,340 4,029,300 2,755,557 
3,180,000 1,453,818 1,126,300 1,053,467 4,306,300 2,507,285 
3,415,000 1,220,493 1,191,600 1,020,799 4,606,600 2,241,292 
14,169,439 8,999,611 7,077,100 4,543,829 21 ~46,539 13,543,440 
4,110,848 19,065,663 9,381,900 3,391,322 13,492,748 22,456,985 
1,850,446 12,055,416 12,435,900 1,863,632 14,286,346 13,919,048 

5,922,613 377,841 5,922,613 377,841 
670~381 9~488 670~381 9~488 

$ 35~025,733 ~  40r811,494 ~  75~837r227 63,998,555 

Long-terra debt activity for the year ended December 31, 2003 and 2002 is as follows: 

Jn uary 1, 
2003 Additions 

Decem ber 31, 
2003 

Dae W ithla 
One Year 

1998A Series, Sales 
Tax Reftmding Bonds $ 21,710,000 

1991 Series, Sales Tax 
Revenue Bonds 15,720,733 
2000 Series, I.CDA 
Revenue Bonds 25,987,356 4,884,557 (663,600) 30,208,313 
2000A Series, LCDA 
Revenue Bonds  10.603.181 

753,200 

181.700 

$ 65,365,200 45~971r027 ~35~499~000~ ~  3,509,900 



1998A Series, Sales 
Tax Refunding Bonds 

January 1, 
2002 Additions 

December 31, 
2002 

(1,210,000) 21,710,000 
1991 Series, Sales  Tax 
Revenue Bonds 16,755,733 (1,035,000) 15,720,733 
2000 Series, LCDA 
Revenue Bonds 

2000A Series, LCDA 
Revenue Bonds 

26,142,456 (155,100) 25,987,356 

$ 41~654~844 26r142r456 (2r432,100~ 65r365r200 

The RTA provides for the pension expense of TM SEL employees pursuant to the management 
con mtct. Effective August 19, 1986, TM SEL received from the Intern al Revenue Service a favorable 
letter of determination  and approval of its defined benefit retirement income plan (the Plan) covering 
substantially all TM SEL employees. On October 15, 1986, the RTA completed the transfer of pension  
fund assets from  NOPSI to TM SEL, as  called  for under the terms of the Transfer A~ t between 
NOPSI an d the RTA. Net pension plan assets Iransferred totaled $35,059,639 as of the actuarial 
valuation , dated  June 30, 1986, nearest the da te of transfer . 

All TMSEL and former NOPSI employees over the age of 21 (age 25, if hired prior to January 1, 1985) 
are eligible to participate in the Plan . Benefits vest after five years of benefit service. Those members 
who retire at age 65 are entitled  to annual retirement benefits for life in  the amount equa l to  1.5 
(multiplier) percent (unless otherwise specified in the plan) of their five year average of compensation  
limes years of benefit service. The Plan  also provides early retirement, postponed retirement, an d 
death  benefits. 

Members of Amalgamated Transit Union (ATU) Division 1560, effective February 2, 1990, received a 
"30 an d Out" Pension Service. Effective  Jan uary 1, 1998, the TM SEL Pension Plan was amended  to 
increase the multiplier from 1.6% to 1.8% and to change the participation  eligible age from 25 to 21 for 
those employees hired  prior  to Jan uary 1, 1985. Effective Jan uary 1, 1999, the multiplier was 
increased from 1.8% to 1.9% . Prior to February 2, 1990, members of ATU Di vision 1560 con lributed  
0.77% of their wee kly earnings to the Plan . To Fund the "30 an d Out" pension service, the members of 
ATU Di vision  1560 began  contributing an  additional 2.23% . To fun d the increase in the multiplier 
from 1.6% to 1.8% and to change the participation eligible age from 25 to 21, members of ATU 
Division  1560 contributed an addition al 0.77% . To fund the increase in the multiplier from 1.8% to 
1.9~/0, members of ATU Division 1560 be gan  con ln'buting an additional 1.38% . Effective  Jan uary 1, 
2001, to fund twenty percent (20%) of the increase in the multiplier from 1.5% to 1.8% and to change 
the participation eligible age from 25 to 21 and one hundred percent (100%) of the increase in 
multiplier from  1.8%  to 1.9% for  members of ATU 1611, members of ATU 1560 be gan con tributing 
an  addition al 0.03% . 



Effective April 18, 1996, members of Amalgamated Transit Union (ATU) 1611 received a "30 and 
Out" Pension Service and contributed 2.45% of gross wages. On JallUary 18, 2001, the Plan was 
amended to ineres s~ the multiplier from 1.5% to 1.8% for members of ATU 1611, an d to change  the 
participation eligt~dility age  from 25 to 21 for those employees hired prior  to Jan uary 1, 1985, effective 
January 1, 2001 with TMSEL paying 80% of the cost and the members of the Unions (AT[/Division  
1560 and ATU Divisiun  1611) paying 20% of tile cost. The Plan was further m ended increasing the 
multiplier form 1.8% to 1.9% with the members of Uniens paying 100% of the cost. (These changes 
were the result of the Collec tive  Bargaining A~zeernen t, whereas the ATU Di vision  1611's 
membership was combined  with ATU Division  1560). 

Effec tive October 1, 2001, ATU Di vision  1611 merged  wi th ATU Division  1560 into the surviving 
divi sion , ATU Di vision 1560. On November 15, 2001, the Plan  was am en ded  to increase the 
multiplier from 1.9% to 2.0%  effec tive relroactively to October 1, 2001 for members of this sm'viving 
divi sion. The Plan was also amended to  increase the multiplier  from  2.0%  to 2.1% effective July 1, 
2003 for  members of ATU Division  1560. As of Jan uary 1, 2001, the total amount the Union  
con tributes to the Plan is 5.18% of total salary. 

Members of International Brotherhood of Electrical W orkers 0BEW) Local 1700-4, effective March 
21, 1996, receive d a "30 an d OU t" Pension Service an d con tribute 2.45%  of gross wages. Effec tive  
July 1, 1998, the Plan  was amended, changing the participation age  in the Plan  from 25 to 21 for  those 
employees hired prior to January 1, 1985. To fund this benefit, the M embers of IBEW  Local 1700-4  
con tribute 1.27% of gross wage s. Since July I, 1998, the total amoun t the M embers of IBEW  Local 
1700-4 contribute to the Plan is 3.72% , which represen ts the con tribution  of 2.45% of gross wa ges for  
the "30 and Out" Pension Service, plus the 1.27%  of gross wage s for  changing the participation age in 
the Plan from 25 to 21. Effective Jan uary 18, 2001, the Plan was amended to increase the multiplier 
from 1.6% to 1.8% , wi th TM SEL pa ying 80% of the cost an d the members of IBEW  Local 1700-4 
pa ying 20% of the cost effec tive February 28, 2001. Th e Plan was further amen ded to increase the 
multiplier from  1.8%  to 1.9%  wi th members of IBEW  Local 1700-4 pa ying 100% of the cost. To fund 
this ben efit, members of IBEW  Local 1700-4 contribute an  additional 1.83% of gross wa ges. On 
November 15, 2001, the Plan was also  amended to increase the multiplier from  1.9%  to 2.0% effective  
Jan uary 1, 2002. The Plan was further amended  to increase the multiplier from  2.0%  to 2.1% effec tive 
July 1, 2003. As of November 15, 2001, the to tal amount members of IBEW  Local 1700-4 cen tn'bute 
to the Plan  is 5.55% of total salary, which represents the 2.45% of gross wa ges for  the 30 & OU t 
Pem ion  Service, the 117%  of gross wa ges for changing the pa xticipa tion age in the 91axt from 25 to 21, 
an d the 1.83% of gross wages for  the increase in the multiplier from 1.8% to 1.9% . 

On M arch 13, 2003, the Intern al Reven ue Service issued a favorable determination letter for the Plan  
granting approval of a new optional form  of payment. The Reduced Annuity Lump Sum (RAWLS) 
provides a portion of the retirement benefit in a lump sum, plus a reduced monthly benefit. M embers 
of ATU Di vision 1560 an d IBEW  17004 are eligible for  this form of benefit which is effective 
retroactively to Jan uary 1,2002. 



The following table sets forth the plan's funded status and amounts recognized in the Autbo ritfs 
statements of net assets due to TM SEL as of December 31: 

Actuarial present value of benefit obligation: 
Vested benefit obligation $ 
Nonvested  benefit obligation 

Accumulated benefit obliga tion 

Projected future compensation levels effect 
Projected benefit obligation for 
service rendered to date 

Plan assets at fair value 
Deficiency in plan assets over 
projected benefit obliga tion  

Unrecognized prior service cost 
Unrec ognized net loss from past 
experience different from  that assumed 

Unr ecognized net fiability 

133,908,971 
17,154)708 

151,063,679 
24)353)848 

118,247,028 
15)9427392 

134,189,420 
24.725.791 

175,417,527 158,915~11 
95.719.124 

(61,981,721) (63,196,087) 

13,936,511 12,023,386 

(210,775) 
41~449)399 

(294,750) 
42~705,710 

$ 16r806;,586) (8r761,741) 
Net periodic pension cost included the following components for th e years en ded December 31 and 
are as follows: 

Service  cost - benefits earned during 
th e period 

Interest cost on projected benefit 
Obliga tion 

Actual retem  on  plan assets 
Net amortization  and deferral 

$ 2,918,251 

10,519,515 
(12,648,649) 
8)826,561 

2,488,745 

10,060,701 
5,538,37O 

(11,346,96o) 

Net periodic pension  cost prior  to 
change in estimate $ 9,615,678 6,740,856 

The most recent projected pension benefit obligation was computed based on  the actuarial valuation  
performed as of January 1, 2003. Significant actuarial assumptions used in the valuation include (a) a 
rate of return on the investment of present an d future as sets of 8.00% per year compounded annua lly, 
(b) a discount rate of 6.75%, and (c) projected salary increases including an inflation  component of 
2.75% . 

TM SEL funds actuarially determined pension costs when  accrued. Any unfunded  actuarial accrued 
liability is am ortized over twen ty-five years. Pension expense, which is included  in labor an d fringe 
benefits expense, was $8,370,679 and $6,339,725 in 2003 an d 2002, respectively. The significant 
actuarial as sumptions used to compute the actoarially detem fined con tn~on tion  requiremen ts are the 
same as those used to comp ute the projected pension benefit obligation as described above. 
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On M ay 7, 2003, the Internal Revenue Service appr oved a change in funding method for the TM SEL 
Retirement Plan which is effec tive retroactively to Jan uary 1, 2002. Under  the new funding method, 
the act~u'ial value of assets is determined using a method with a smoothing period of five years. 

As of December 31, 2003 an d 2002, the ERISA fimding requirement of approximately $8,188,809 and 
$6,568,693, respectively, is included in amoon ts due to TM SEL on the statements ofue t assets. 

(7) 4el(k3 P~,n 
TMSEL employees participate in a 401(K) profit sharing and savings plan (the Plan) sponsored by 
TM SEL. Employees who have elected to participate, an d ha ve 1000 hours of service an d are 21 years 
of age or  older, or  were employed as of the effective date of the Plan  of April 1, 2002 are eligl~ole to 
participate. The Plan is subject to the provisions of the Employee Retirement Security Act of 1974 
(ERISA). The Plan provides for discretionary matching contributions in an amount determined by 
TM SEL on an  annual basis. The Plan also provides for  annual profit-sharing contributions if approve d 
by the sponsor. M atching contr1~ouho ns are allocated only to participants who defer c~ tion 
under the Plan . Profit sharing conlributions are allocated to each participant in the ratio that such 
participan t's cornpensatiun  bears to the compensation  of all participan ts. TM SEL did not make any 
matching or profit sharing contributions in 2003 or  2002. 

As part of the Transfer Agreement among the RTA, NOPSI an d the City, the RTA, through TM SEL, 
began  providing benefits for health care and life insuranco  to retired a~d disabled  transit employees of 
NOPSI. In addition, the RTA assumed liability for benefits pa yable to those employees who retired or 
became disabled prior to July 1, 1983. On July 1, 1983, the actuarially de termined  present value of 
such benefits was approximately $24,000,000. A preliminary actuarial valuation, performed in 1991, 
indicated that the presen t value of future benefits, as of Dec ember 31, 1991, was $20,500,000. In 
consideration  for the assumption of liability un der the terms of the Emp loyee an d Retiree Pension 
Banefits Agreement (the Agreement), NOPSI and the City of New Orleans agreed to reimburse the 
RTA for  futare health care an d life insurance claims of retired an d disabled transit employees of 
NOPSI in amoun ts of $13,000,000 an d $11,000,000, respective ly, plus an  interest factor of 9% . 

Also, NOPSI paid $7,330,000 to the RTA for  indenmification  against an y unforeseen losses arising 
from  the transaction, and this am oun t has been reflec ted by the RTA as  employee benefits payable on 
be half of TM SEL an d former NOPSI employees. 

The RTA, pm'suant to the TM SEL managem en t con tract, un derwrites benefits for  health care and life 
insurance  to TM SEL retirees who were NOPSI Wansit employees prior  to July 1, 1983. Th ese 
employees retain full retirement benefits under the plan . All other employees of TM SEL are not 
eligible to receive  post-retireman t health an d life insurance under the plan  benefits. The health care 
plan  is self-insored an d is financed  on  a pay-as-you-go-basis. During 2003 and 2002, total TM SEL 
expense relating to the above plan for retirees was $1,754,104 an d $1,225,636, respec tively. As  of 
Decem ber 31, 2003, no actuarial evaluation of the plan  has be en performed . 



(8) Commitments and Contingencies 

(a) Op~ ting Leases 

The RTA is obligated under various operating leases for radio communications antenna space, 
record storage space, and copy machines. The operating leases contain renewal options for 
varying periods at equal or  increased annual rentals. Future operating lease payments for  the 
remaining lives of the leases following December 31, 2003 are as follows: 

2004 
2005 
20~  
200 7 
200 8 

$ 185,784 
108,964 
93,600 
93,600 
93,600 

Total lease and rental payments for the years ended December 31, 2003 and 200 2 were $168,772 
an d $198,937, respe~ vely. 

(b) Capital Leases 
The RTA en tered into a lease agreement to acquire 175 buses. As of December 31, 1999, the 
RTA received the 175 buses. RTA issued $43,205,00 0 of certificates of participa tion in 2002 
with stated interest rates ranging from 3.0%  to 5.0% to advance refund the capital lease. The 
amount of the certificates is net of premium of $2,183,493, which is being amortized over the life 
of the new debt. The lease is due M ay 1, 2010; however, it can  be prepaid begiun ing M ay 1, 
2005. Th e e~lificates of participatien  were issu ed at par an d, aDer pa ying issuance costs of 
$1,594,493, the net proceeds were $43,794,000. Th e net proceeds from the issuance of the 
certificates of participa tion were used to purchase U.S. government securities an d those 
securities were deposited in an  hTevocable trust with an  escrow agent to provide debt service 
pa yrr, en ts until the lease can be prepaid on Ma y 1, 2005. The advanc~ refunding met the 
requirements of an  in-substance debt de fca sanoe an d the lease was removed from the RTA's 
financial statemen ts. Th e reacquisition pric~ exceed ed  the net carrying am ount of the old lease 
by $4 ,844,338. This am oun t is be ing netted against the new debt and amortized over the 
remaining life of the re funded de bt, which is equal to the life of the new de bt issued . This 
advance refunding wa s un dertaken to reduce total debt service pa yments over the next 8 years by  
$605,529 an d resulted  in an  economic gain of $547,089. The RTA is reimbursed for 800 of its 
lease paymen ts by federal grants from  th e Federal Transit Administration: The reimbursements 
are included as federal subsidy reven ue to the exten t of 80~/0 of the interest expense on  the 
capitalized lease; the remainder is credited to capital con tn'bufions. 



The following is a schedule of future m lnlmmn lease paymen ts undor the capital lease an d the 
presen t value of the net minimum lease paymen ts as of Dcee mbe r 31, 2003: 

2004 
2005 
2006 
2007 
2008 
2009-2010 

Plus ~  premium 
Less unamor tized reflmding loss 
Less cur wnt portion 

Len g-~ m portion 

Present value 
of m lmim um  
lease pa~nmeuts Interest 

$ 4,905,000 1,687,995 
5,100,000 1,450,145 
5,355,000 1,186,114 
5,625,000 908,801 
5,905,000 684,558 
12~520,000 503~333 

Total 
m inim um  
lease 

payments 
6,592,995 
6,550,145 
6,541,114 
6,533,801 
6,589,558 
13~023~333 

39,410,000 6~420,946 45,830~946 
1,488,398 
3,302,188 
4~905~000 

$ 32~691310 

(c) Contingencies 

The RTA receives financial assistance directly from Federal agencies, which is 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 RTA's 
fmanc~l popgun . 

(d) Grant Commitments 
As of December 31, 2003 and 2002, the RTA is committed to funding local ma tching 
re qulre~.ents un der grants for which a contractual obligation existed at the end of each year. The 
outstanding federal share of grants at December 31, 2003 and 2002 totals approximately 
$94,000,000 and $143,200,000, respective ly, and requires commitments of local ma tching funds 
totaling approximately $24,400,000 and $36,000,000, respectively. These amounts include 
amounts outstanding fi'om the full funding grant agreemen t for the Canal Street Sueetcar Line, 
which were approved in  M arch 2003 and are pendin g author i2ation  during 2004. 

(9) Self-insuranee an d Legal Claims 
The RTA is, from time to time, involved in lawsuits arising in the ordinary course of its business. 
M anagement provides for a prevision for claims when such amoun ts are known or  can be estimated. 
Th e RTA is also exposed to various risks of loss related to torts, damage to and destruction  of assets, 
errors and omi ssions, injuries to TMSEL employees and natural disasters. Th e RTA is self-insured for 
general liability claims up to $1,000,000 prior to April 1, 1996, $2,000,000 through  January 25, 2002, 
and $500,000 thereaflcx; eo~ al insurance for gen eral liability covers annual claims in excess of 
up to $14,000,000 prior to April 1, 1996 and $10,000,000 thereafter. Settled claims have nut exceeded  
this cornmercial coverage in any of the past four fiscal years. As of April 15, 2004, the RTA is self- 
insured for general liability claims. ~ t to the TM SEL management contract, RTA reimburses 
TM SEL for its employees' workers' conrpen ~ tion and health care claims . Claim  expen se s an d 
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liabilities are reported when it is probable that the loss has ocvurred and the amount of the loss can be 
reasonably estimated. These losses include an estimate of claims that have been inctured but not 

At December 31, 2003 sad 2002, $27,290,695 and $31,298,843, respectively, of accrued general 
liability and small claim  estimates were recorded to cover such claims. The long-term portion  of these 
accruals at December 31, 2003 end 2002, were $24,568,746 and $26,414,160, re~ e~ vely. Th e 
accruals, which are based upon experience with previous claims, the advice of counsel, and actuarial 
evaluation are, in the opinion  of management, suffi cisa t to provide for all probable sa d reasonably 
estimable claims liabilities at Decem ber 31, 2003 and 2002. 

Changes in legal and small claims  liability during the years ended  December 31 were as follows: 

2001 
2002 
2003 

]~Jnnln~ 
of year 

$ 18,384,673 
$ 27,969,991 
$ 31,298,843 

Current year 
elalm x and 
chan ges in 
estim ates 

12,363,697 
8,331,160 
2,710,976 

Claim  
paym ents 

(2,778,379) 
(5,002,308) 
(6,719,124) 

Balaace at 
year end 

27,969,991 
31,298,843 
27,290,695 

TM SEL's self-insured reserves for  wor kers' compensation sa d health  benefits ar e included  in m ounts 
due to TM SEL on the statements of net assets sa d total $2,412,121 sa d $2,210,728 as of December 31, 
2003 and 2002, respectively. As of December 31, 2003 and 2002, approximately $1,217,000 and 
$1,207,000, respectively, of resla'icted as sets was pledged as collateral to the Louisiana Offi ce of 
W or lmum 's Compensation to  maintain RTAfrM SEL's self-insurance certificate. 

(10) Management Fees and Other Reimbursed Expenditures 
For the first nine months of 2001, the RTA, M ETRO, an d TM SEL were operating un der a five -year 
con tract dated  November 1, 1997, under which M ETRO was to provide msa ageme~t sa d supervision 
of the transit system 's operations sa d TM SEL was to operate the system . A new con tract amon g th e 
RTA, M ETRO, and TM SEL provided for similar services beginning October 1, 2001. M anagement 
fees, reimbursement of expenses an d expenses, including professional consulting services, expensed 
on der these con tracts wi th M ETRO for the year ended  December 31, 2002 were $758,874. A portion  
of the 2002 expenditures related to capital items are capitalized. On December 17, 2002, the contract 
wi th ME TRO was terminated, but the con tract as to TM SEL continued with no disru ption in transit 
service. The October 1, 2001 ME TR O management services agreement provided for  a payout to 
M ETRO of $504,000, which is disputed by RTA sa d is unaccrued pending final settlem en t. In 
addition, the RTA is disp uting $675,000 in charges by ME TR O, which is also unac crued. During 
essentially all of the time during which the RTA had a contract wi th M ETRO sa d TM SEL, METRO 
was the so le shareholder of TM SEL. On December 16, 2002, the RTA designated Interrcgion al 
Transit, Inc., a Louisiana non-profit corporation, to purchase the stock of TM SEL under a 1990 Buy- 
Out Agree ment between M ETRO and RTA for the amoun t of $25. Th ere were no expenses sa der 
these con tracts wi th ME TR O sa d Interregion al Transit, Inc. for  the year ended December 31, 2003. 
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The members of the Board of C,o~enissioners who were paid a per diem for the attendance at board 
meetings in calan dar years 2003 and 2002 mad were also reimbursed for out-of-pocket expenses 
resulting fi'om their participa tion in RTA activities as listed below. 

The amounts received by each commissioner for the years ended DecembeT 31, 2003 and 2002 were as 
follows: 

Expense 
Per Diem  Reim bursem ent Total 

2003: 
Daniel Alfortish $ 
Charlotte BtmaeU 
W alter Campbell 
Barbara Major 
Earline Roth 
Cormie Goodly 
James Reiss, Jr. 

2002: 
Daniel Alfortish 
Charlotte Bum ell 
W aheT Campbell 
Barbara Major 
Earline Roth 
Dana Peeor ara 
James Reiss, Jr. 
Robert Tucker 

900 
675 
900 
675 
900 

4,050 

l% r Diem  

90O 
90O 
225 
300 
975 
675 

(12) Rate Inercase aad Memorandum of Understanding 

ao~ 

Expense 
Reim bursem ent 

9OO 
915 
900 
675 
90O 

4,399 

9OO 
900 
225 
3OO 
975 
675 
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REPORT ON COM PLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEM EI~rs PERFORM ED IN 

ACCORDANCE W ITH GOVERNM ENTAUDITING STANDARDS 

To the Board of Commissioners 
Regional Transit Authority: 

W e have audited the financial statements of the Regional Transit Authority (the RTA) as of and for the year 
ended December 31, 2003, and have issued our report thereon dated M ay 11, 2004. W e conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards , issued by the Comptroller General 
of the United States. 

Compliance 

As part of obta~  reasonable assurance about whether the RTA's financial statements are free of material 
misstatement, we performed tests of its co mpliance with ec ~ain provisions of laws, l~mlafions, contracts and 
glm~ts, noncomplim~.e with which could have a direct and material effec t on the dctern'dnatinn of financial 
statement anaounts. However, providing an opinion on complian ce with those provisions was not an objective 
of our audit an d, accordingly, we do not express such an op inion . The results of our tests disclosed no 
instance s of noncompliance  that are required to be reported under Government Auditing Standards. 

1 
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REPORT ON COM PLIANCE W ITH REQUIREMENTS APPLICABLE TO THE MAJOR 
PROGRAM , ON INTERNAL CONTROL OVER COM PLIA_NCE IN ACCORDANCE W ITH 

OM B CIRCULAR A-133 AND THE S('HI~I~ULE OF EXPENDITURES OF ]i'FJ)ERAL AW ARDS 

To the Board of Commissioners 
Regional Transit Authority: 
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The management of the RTA is respon~"ule for establishing and main~6ning effective internal control over 
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. 
In plmming and perform/~g our audit, we considered the RTA's internal control overt compliance with 
requirements that could have a direct and material effect on a major federal program in order to determine our 
auditing procedures for the purpose of expressing oor  opinion on  compliance and to test and report on intern al 
control over compliance in accordance with OM B Circular A-133. 

Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be matcrinl weaknesses. A material weakness is a condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively low level the risk 
that noncompliance with applicable requii~ng-ats of laws, regulations, con h'acts, and grants that would be 
material in relation to a major federal program being audited may occur and not be detected within a timely 
period by employees in the nor mal cotrse of performing their assigned functions. W e noted no maReas 
involving the internal control over compliance and its operation that we consider to be material wealmesses. 

W e have audited the financial statements of the RTA as of and for the year ended December 31, 2003, an d 
ha ve  issued our t~port thereon dated M ay 11, 2004. Our audit was performed for the purpose of forming an 
opinion on the financial statements taken as  a whole. The aoen n~3an ying schedule of expenditm~s of federal 
awards is presented for purposes of additional analysis as required by OMB Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organ/zat/ons, and is not a required part of the financial statements. 
Such information  has been subjected to the auditing procedures applied in the audit of the financial statements 
an d, in our op inion, is ~irly stated, in all material respects, in relation  to the financial statements taken as  a 
whole. 

This report is intended solely for the information of the RTA, the RTA's management, the State of Louisiana, 
the Legislative Auditor 's Office, federal awarding agencies an d pass-through en tities, and is not intended to 
be and should not be  used by an yone other than the~e specified parties. However, under Louisiana Revised  
Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 

M ay 1 I, 2004 



REGIONAL TRANSIT AUTHORITY 
New O rleans, Louisiana 

Schedule of Expenditures of Federal Awards 

For the year ended December 31, 2003 

Federal G rantor/Pro~,ram  Title 

Federal Transit Administration - Federal 
Transit cluster: 
Capital Investm ent Grants 
Formula Grants 

Total Federal Awards 

CFDA 
Num ber 

20.500 $ 50,510,349 
20.507 15,119,580 

See accompan ying notes to Schedule of Expenditures of Federal Awards. 

$ 65.629.929 



REGIONAL TRANSIT AUTHORITY 
New O rleans, Louisiana 

Notes to Schedule of Expenditures of Federal Awards 

Decem ber 31. 2003 

(1) General 
The accompanying Schedule of Expenditures of Federal Awards presents the activity of the federal 
awards of the Regional Transit Authority (RTA). RTA's reporting entity is defined in note 1 to the 
finan cial statements for the year ended December 31, 2003. All federal awards received from 
federal agencies are in cluded on the schedule. 

(2) Basis of Accounting 
The accompanying Schedule of Expenditures of Federa l Awards is presented using the accrual 
basis of accounting, which is described in note 1 to RTA's financial statements for the year ended 
Decem ber 31, 2003. 

(3) Relationship to Financial Statements 
Federal awards are included in statem ent of revenues, expenses an d changes in net assets as 
follow s: 

Nonoperating revenues (expenses): 
Govermnent operating grants: 
Federal subsidy 
Planning an d technical study grants 

Capital contributions 
Less: State capital contributions 

$14,258,560 
173,986 

51A24,642 
( 227,259) 



(i) 

REGIONAL TRANSIT AUTHORITY 
New O rleans, Louisiana 

Schedule of Findings and Questioned Costs 

Year ended December 31, 2003 

(a) The type of report issued on the basic finan cial statements: unqualified opinion 

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

Noncomplian ce which is m aterial to th e financial statements: n._q 

Reportable conditions in internal control over major programs: no: Material weaknesses: n_.Q 

The type of report issued on complian ce for major programs: unqualified opinion 

Any audit findings which are required to be reported un der Section 510(a) of OMB Circular 
A-133: yes 

(g) Major program: 

Federal Tran sit Adm inistration - Federa l 
Transit cluster: 
Capital Investment Gran ts 
Form ula Grants 

20.500 
20.507 

(h) Dollar threshold used to distinguish between Type A and Type B programs: $1,991 ~995 

(i) Auditee qualified as a low-risk auditee under Section 530 of OMB Circular A-133: n oo 

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

(3) Findings and Questioned Costs relating to Federal Awards: Listed as follows. 

INSTANCES OF NONCOM PLIANCE 

03-1 RE QUIRE D ANNUAL PHYSICAL INVENTORY 

Condition: The RTA di d conduct the required an nual physical inventory during 2003, however, the 
results were not reconciled with equipm ent records. 

Criteria: As require d by the FTA Circular, a physical inventory of equipm ent m ust be taken an d the 
results reconciled with equipment records at least once every two years. Any differences must be 
investigated to determine the cause of th e difference. 



REGIONAL TRANSIT AUTHORITY 
New O rleans, Louisiana 

Schedule of Findings and Questioned Costs, Continued 

Effect: The RTA is in violation of FTA requirements 

Cause: The RTA Accounting Department was understaffed during 2003 and did not have the resources 
to complete the reconciliation. 

Recommendation: The RTA should reconcile its physical inventory of equipm ent to its equipment 
records on a timely basis. An investigation of any differences should be performed to determine the 
cause of the difference and adjustments should be made to the property ledger an d general ledger as 
necess~ . 

RTA Response: The reconciliation of fLxed assets to the general ledger was not perform ed in a timely 
manner due to a lack of staffing. However, the Accoun ting Departm ent is presently seeking 
assistance an d other resour ces to get this task completed. Upon completion, the Accounting 
Department will immediately adjust the general ledger and property ledger accordingly. 

03-2 PROPERTY LOCATIONS AND TAGGING 

Condition: Of the thirty-three (33) items sampled by the Intemal Audit Department for physical 
existence an d appropriate safeguarding an d maintenan ce, three (3) items could not be located, the 
location where four (4) items were found did not agree to the property ledger, four (4) items foun d 
could not be traced to the property ledger, nine (9) items were not properly tagged or tag numbers 
did not agree to th e property ledger, an d th e asset cost was not included on the property ledger for 
two (2) items. In addition, multiple instances were noted where the prope rty ledger descriptions 
were not adequate to properly identify the assets. Exceptions generally relate to sm aller moveable 
equipm ent. 

Criteria: OM B Circular A-102 Common Rule requires an  appropriate control system  shall be used 
to safeguard equipm ent. 

Effect: RTA cannot ensure that its equipment is appropriately safeguarded. 

Cause: W hile the RTA has procedur es for equipment tagging an d recording on the property ledger 
the procedur es were not effective for the item s tested. 

Recommendation: The Accoun ting Department should ensure that (1) all items acquired have been 
appropriately tagged and (2) adjustm ents as a result of a physical inventory are made an d followed- 
up tim ely. 

RTA Response: The Accounting Departm ent m akes every effort to properly safeguard RTA 's assets 
against fraud, th eft an d misuse in conform an ce to OM B Circular A-102 Comm on Rule. Although 
the property accoun tan ts' position has been vacan t since July 2003, the above findings resulted due 
to man agement's lack of cooperation an d failur e to adhere to RTA's policy regarding the movement 
of property. The Accoun ting De partm ent will once again educate department heads/m anagers, etc. 
on the rules governing RTA 's property, as well as perform an up-to-date physical inventory. This 

will allow us to correct these findings and to adjust the fixed asset system accordingly. 



REGIONAL TRANSIT AUTH ORITY 
New Orleans, Louisiana 

Schedule of Findings and Questioned Costs, Continued 

03-3 PROCUREM ENT CO ST/PRICE ANALYSIS 

Condition: Of the six (6) contracts tested, the bid tabulation an d cost/price analysis was not 
included in the file to support the procurement action for one (1) contract. 

Criteria: OM B Circular A-102 Comm on Rule requires an appropriate cost or price an alysis to be 
perform ed in connection with procurement actions an d that the an alysis supports the procurement 
action. 

Effect: RTA is in violation of the requirements of A-102 Common Rule. 

Cause: W hile RTA has procedur es for the perform ance of a cost/price an alysis for every contract, 
the procedur es were not effective for the contract tested. 

Recommendation: The Procur em ent Department should ensur e th at an appropriate cost or price 
analysis is perform ed for every contract an d include th e analysis in the contract procurem ent file. 

RTA Response: The contract file cited for lacking docum entation to support a cost/price an alysis 
was awarded in Jan uary 2003. Subsequently, proc edur es have been implemen ted to ensur e that a 
cost/price an alysis is prepared for all procur ements awarded. 

O TH ER REPO RTS 

RTA received a final report dated M ay 15, 2003 from th e Federal Transit Administration regarding a 
Financial M an agem ent Oversight Review of the effectiveness of internal control over RTA 's 
finan cial managem ent system . This report noted several findings an d recomm endations. RTA is in 
th e process of addressing this report. 

RTA received a final report dated June 19, 2003 from the Federal Tran sit Adm inistration regarding a 
Procur ement System s Review. This report noted several deficien cies and required corrective 
actions. RTA is in the process of addressing this report. 

RTA received a final report dated October 7, 2003 from  the Federal Transit Administration 
regarding the FY03 Triennial Review. This report noted several deficiencies and required corrective 
actions. RTA is in the process of addressing this report. 



REGIONAL TRANSIT AUTHO RITY 
N ew O rleans, Louisiana 

Summ ary Schedule of Prior Audit Findings 

01-1 RE QUIRED ANNUAL PHYSICAL INVENTORY 

Condition: The RTA did conduct the required annual physical inventory during 2001, however, 
the results were not reconciled with equipm ent records. 

Current Status: Resolved. 

02-1 DAVIS-BACON CONTRACTOR CERTIFICATIONS 

Condition: Of the eight (8) contractor payroll periods sampled by the Internal Audit 
department for complian ce with the Davis-Bacon Act, one contractor payroll certification 
subm itted did not include th e payroll supervisor' signature. In addition, di screpancies were noted 
in (1) the positions of employees sampled to supporting documentation provided to RTA by the 
eontraetor and (2) prevailing wages paid to contractor employees. 

Current Status: In the future, the Internal Audit Department will take all m easur es to ensure that 
the user departm ents comply with the Federal m onitoring requirements for eonstruetiun  contracts 
issued over $2,000.00. Internal Audit will provide gn idanee to the user departments at the time 
of solicitation to m ake sure th at m onitoring procedures are in place upon awarding the contract. 

02-2 LIABILITY FOR DISPO SITION OF DESTROYED BUSES 

Condition: Two buses destroyed in 2000 which were pur chased with Federal funds were 
not disposed of on the general ledger, and the related am ount due to th e Federal Transit 
Administration was not recorded as a liability, until December 2002. 

Current Status: The unrecorded liability prior to December 2002 was the result of executive 
m an agem ent's un clear  decision to pur chase replacem ent buses. The RTA Board of 
Commissioners awarded a contract to Orion Bus Industries in M arch 2003 to pur chase 
replacem ent buses. Three buses have been ordered and are expected to be delivered during 2004. 
FTA will not be receiving a reimbur sement an d the liability will offset the expenses incurred 
toward the purchase of th e replacement buses. 

02-3 PROPERTY LOCATIONS AN D TAGGING 

Condition: Of the thirty-three (33) items sampled by the Internal Audit Department for 
physical existence an d appropriate safeguarding an d maintenance, three (3) items could not be 
located, the location where six (6) items were foun d did not agree to the property ledger, six (6) 
items foun d could not be traced to the property ledger, an d nineteen (19) items were not properly 
tagged or tag numbers did not agr ee to the property ledger. In addition, th e results of the physical 
observation taken in 2001 have not been incorporated into property records. 



REGIONAL TRANSIT AUTHORITY 
New O rleans, Louisiana 

Summ ary Schedule of Prior Audit Findings, Continued 

Current Status: Subsequent to the sampling perform ed by Internal Audit, th e item s that could not 
be confirm ed have since been located. Also, th e location infom mtion and description was 
corrected for the item s that could not be traced and now th e physical location m atches the 
property ledger. Finally, the item s that were not properly tagged or th e tag number did not agree 
to the property ledger have since been corrected. 

02-4 FINANCIAL STATUS REPORTS 

Condition: Of the three Finan cial Status Reports traced to supporting docum entation, two 
of the amounts on one report did not agr ee to supporting docum entation due to a clerical input 
error that we detected by management. In addition, of the eight (8) requests for funds tested, tw o 
charges were underreported due to a clerical error in a calculation that was not detected by 
managem ent. 

Current Status: Resolved 

02-5 G RANT PAYR O LL 

Condition: Of the forty gr ant payroll charges traced to supporting tim esheets, three of the 
charges did not agr ee to the fimesheets due to clerical error. 

Current Status: Resolved 
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Board of Commission ers 
Regional Transit Authority 
6700 Plaza Drive 
New Orltam , Lon isiana 7012% 2677 

We have audited the financial statements of the Regional Transit Authority (RTA) for the year ended 
December 31, 2003, and have issued our report thereon dated M ay 11, 2004. In planning and performing 
our audit of the financial statements of the RTA, we considered the RTA's internal control in order to 
determine our auditing prvcedur es for the purpose of expressing our opinion on the financial statements 
and not to provide assurance on intern al control. W e have not considered internal control since the date 
of our rcpur t. 

During our audit we noted certail"l m atters involving internal control and other operational matters that 
are presented for your oon sidcration. These cotmn~ ts and rvcommcndat/on s, all of which have been 
discussed with the appropriate members of management, is intended to improve internal con trol or result 
in other operating effi ciencies and is summarized in Appendix A . Appendix B contains a list of the 
status of prior year cormnents. Appendix C contains management's response (management's corrective 
aotion  plan) to the conmumt and rvcommendation  which was summarized in Appendix A. 

Our audit procedures are designed primarily to enable us to form an opinion  on  the financial statements 
and, therefore, ma y not bring to light all weaknesses in policies or procedures that may exist. W e aim, 
howevo r, to use our knowledge of RTA's organization gained during otw work to make comments an d 
suggestions that we hope will be useful to you. 

W e would be pleased to discuss these comments and recommendations with yon  at any time 

This report is intended solely for the in formation an d use of the Board of Commissioners, the Louisiana 
Legislative Auditor's Offi ce, federal and state grantors, management, an d others within the RTA. 

30th Roor - Energy Centre 1100 Poydms Street 
2324 Severn Avenue, Suite A Metairie, LA 70001 

New Orleans, LA 70163-3000 Tel: 504.569.2978 
Tel: 504.837.5990 Fax: 504.834.3609 



 



DISPOSITION OF PRIOR YEAR'S M ANAGEM ENT LI~tTW t COM M ENTS 

M ANAGEM ENT 
RESPONSE STATUS 

W e noted that certain materials and 
supplies were required by employees were Concur 

in excess of the RTA's $500 procurement 
amount, which would require bids. W e 
recommend that the RTA's procurement 
procedures be followed for all acquisitions 
of materials an d supplies in excess of the 
$500 authorized limit. W e also 
reeonun e~d employee's re imbur seman t for 
m aterial an d supplies be restricted to 
un usual or em ergency circumstances. 

The total settlement and judgment amounts Concur 
for 2001 closed cases did not agree to the 
am ount of claims payments activity for the 
year. Th e Claims Department should 
reconcile the actual claims payments by  
claims year to data in its data processing 
system and submit this reconciliation to the 
Accounting Departm ent on a monthly 
basis. In assess its case manageraent 
software as it is becoming unsupported an d 
a new so l~ vare should be selected an d 

-3- 

COM M ENT 
DISPO SITION 

Current management has 
implemented ~ t 
pr~ cdm es that will require bids  for 
all acquisitions of material and 
supplies in excess of $500.00. 
Employee reimbursement has be en  
limited to travel, unusual or 

Partially The Legal Department began 
Implem en ted preparing a payout schedule in 

Jan uary 2004. This document will 
be  reviewed for adequacy to 
perform the reconciliation to the 
general ledger. 



DISPOSITION OF PRIOR YEAR'S M AHAGEM ENT LETTER COM M ENTS 

W e noted during our tests that employee 
deductions fur  life and health insmanee  
were incorrect for 16 of our  40 sample 
selections. W e recommend that procedures 
be developed to monitor the accuracy of 
these deductions, including periodic testing 
of actual payrolls, testing of the 
employee's data base, and mcmitoring by 
human resources. 

The RTA's procedures require daily 
reconciliations of th e revenue. During our  
testing of fare revenue we noted seven cash 
deposits which were not reconciled with 
Cash Cotmfing room reports on a timely 
basis. Some differences were not 
reconciled fur  se veral months. W e 
recommend that procedmes requiring da ily 
reconciliation  be performed timely and that 
an y exceptions to the daily reconciliation 
be  reported to appropriate senior 
management for review an d follow-up. 
Exception s to the daily reconciliation  
procedures should be rare. 

-4- 

CO M M ENT 
DISPOSITION 

Proexdures have been developed to 
maintain both the life and health 
insurance deduction . Once the 
employee has opted to enroll in the 
health insurance plan , the 
information is input in JDE based on 
coverage level an d start date. The 
effective date determines when  the 
ded uctions should take place. It is 
then valida ted  and the info is filed . 

Employees electing contributory life 
insurance are sot up in JDE with  an  
effective  date fur  withholdings to 
co~ ce. Cormmmication  when  
the employee master file is updated 
coincides with when  life insm'ance 
rates are updated. Once this is done, 
both salary an d life insurance tables 
are updated simultaneously. 

A new procedures manual was 
deve loped  by the Tre asurer with 
assistance from the Director of 
Scheda 'hng/Transit Data and the 
Director of Accounting to improve 
the reconciliation process. The 
accounting Departmen t continues to 
reconcile cash counting room  
reports to the gen eral led ger and is 
cmTent with res olving 
discrepancies. 



The RTA adjusts its sick liability once a 
year. W e reconnnen d that procedures be 
put in operation to adjust sick leave 
amounts on a monthly or quarterly basis. 

The tests for pension revealed two 
participants whose benefits were continued 
after they were deceased. W e recommend 
that periodic testing of participant benefits 
be  performed  to determine if the 
beneficiary is deceased. 
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COM M ENT 
DISPOSITION 

The process has been implemented 
whereby the sick lea ve liability is 
adjusted when actual payments are 
made to ~ ea s. At every yea r-end, 
the liability accoun t is th en 
analyzed and updated to include in 
th e accrual any additions deemed 
necessary resulting from an 
operator 's change in status 
regarding the potential to retire. 

The Pension Deparln~ t has 

located RootsWeb.com (an up-to- 
date Social Security Death Index), 
which is a search engine that will 
allow performance of periodic 

(monthly) testing to detenmne ff a 
participant/beneficiary is deceased. 
Additionally, the tw o (2) deceased 
in dividuals' pension  payments were 
recouped through: (1) bank retrieval 
of funds fi~rn the participan t's 

account and (2) return of the 
pension check by a family member. 



DISPOSITION OF PRIOR YEAR'S M ANAGEM ENT LETTER COM M ENTS 

In accordance with State Laws and 
Federal Transportation Deparlment 
requirements of goods or services. 
During our testing of compliance  with 
the public bid laws and procurement 
policies, we noted several exceptions 
to th e pr~ urement procad urcs 
including completeness of files, 
number of price s quotes, and 
sufficien cy of advertising. W e 
rec~ d that th e RTA's policies 
and procedures be adhered to and that 
the completeness of files be regularly 
reviewed. 

COM M ENT 
DIS PO SITION 

In response to these fil es, specifically the 
Debra Gould file. This was a <$I0,000.00 
solicitation  fur  the EEO departmen t. The 
EEO depo t wanted to  award this 
conh'act to a DBE so the Procurement 
Department solicited the two known local 
DBEs that could provide this service. Based 
on the two proposals RTA received the EEO 
offi ce  selected Debra Go uld & Assoc. to 
provide this service. Because of the dollar 
value this project did not require 
ad vertisement. 

Regarding the Stewart & Stevenson contract. 
This was for  award of bus parts carried in 
inven tory for  a period of five years. Because 
the JD Edwards system en d ELKE systems 
do not communicate at our  level the 
following procedtwes are the only way we 
know that these types of contracts can be  
coordinated. The contracts depar~ ent 
lumdlcs the solicitation and award of the 
contract. At that point, the small purchases 
section is notified  that a co ntract has been 
awarded, the parts included, the unit prices 
to  be  paid, and th e expiration  date of the 
con tract. This information is recorded  on the 
purehasing cards in small purchases. Then 
when eve~ that part is needed a requisit/on  is 
initiated and the Buyer pulls the purchasing 
card and orders the item requested in the 
quantity approved from the vendor and at the 
price  specified  on  the card. The Buyer 
issues an  ELKE pro-chase or der for the parts. 
The parts are re ceived  against the ELKE 
purchase or der an d in the ELKE system . At 
some po int after this occur s the ELKE 
system notifies the JD Edwards sy stem  of 
the transaction . This su ficitation  was 
advertised  and was awarded  pursuant to the 
Invitation for Bids process con tained in 
RTA procuremen t manual. 



 


