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Independent Auditors' Report

Board of Commissioners
Regional Transit Authority.

We have audited the accompanying statements of net assets of the Regional Transit Authority (the
RTA) as of December 31, 2011 and 2010, and the related statements of revenues, expenses and
changes in net assets, and cash flows for the years then ended. These financial statements are the
responsibility of RTA's management Our responsibility 15 to express an opinon on these financial
statements based on our audits

We conducted our audits 1n accordance with auditing standards generally accepted in the United
States of Amenca and the standards applicable to financial audits contained 10 Government Auditing
Standards, 1ssued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of matenal misstatement. An audit mcludes consideration of internal control over financial
reporting as a basis for designing aud:t procedures that are appropriate m the circumstances, but not
for the purpose of expressing an opinzon on the effectiveness of the RTA's mternal control over
financial reporting Accordingly, we express no such opinion. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements An andit also
includes assessmg the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement preseptation We believe that our audits provide a
reasonable bass for our opimon

In our opinion, the financial statements referred to above present fairly, 1n all matenal respects, the
financial position of the RTA as of December 31, 2011 and 2010, and the respective changes in
financial posttion and its cash flows for the years then ended m conformity with accounting principles
generally accepted in the United States of America.

In accordance with Governiment Auditing Standards, we have also 1ssued a report dated June 27, 2012
on our consideration of the RTA’s nternal control over financial reporting and on our tests of its
comphance with certain provisions of laws, regulations, contracts and grant agreements and other
matters The purpose of that report 1s to descnbe the scope of our testing of internal control over
financral reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance That report 15 an integral part of an audit
performed 1n accordance with Government Auditing Standards and should be considered in assessing
the results of our audits

Accounting principles generally accepted in the Unuted States of America require that the management’s
discussion and analysis on pages 3 through 14 be presented to supplement the basic financial statements

Such wnformation, although not a part of the basic financial statements, 15 requered by the Governmental
Accounting Standards Board, who considers 1t to be an essential part of financial reporting for placing the
basic financial statements 1n an appropriate operational, economuc, or historical context. We have applied
certain limited procedures to the required supplementary imformation in accordance with auditing
standards generally accepted in the Umted States of Amernca, which consisted of inquines of
management about the methods of preparmg the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtamned during our audit of the basic financial statements. We do not express an opmion
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or provide any assurance on the information because the lumited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance

Our audits were conducted for the purpose of forming an opimon on the basic financial statements
taken as a whole The other supplementary information as listed wn the Table of Contents ts presented
for purposes of additional analysis and 1s not a required part of the basic financial statements The
mformation has been subjected to the andsting procedures applied i the audit of the financial
statements and certamn additional procedures, including comparing and reconciling such mformation
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted m the United States of America. In our opimon, the information 1s farrly
stated in all matenal respects 1n relation to the financial statements as a whole

Fhatbitwais b Heltunte

New Orleans, Lowisiana
June 27, 2012



This section of the RTA’s annual financial report presents a discussion and analysis of the RTA’s
financial performance during the fiscal year that ended December 31, 2011 Please read 1t in
conjunction with the RTA’s financial statements, which follow this section

FINANCIAL HIGHLIGHTS
2011

During 2011, the RTA continued the recovery process from Hurncane Katrma and the resulting
flooding, which occurred during 2005 The renovation of the Eastern New Orleans Maintenance
Facility was substantially completed in 2011 The RTA recewved $379 mullion less in capatal
contnbutions from the Federal Transit Administration (FTA) and the Federal Emergency Management
Agency (FEMA) as compared to 2010 funding to assist in the construction of capital projects as result
of the substantial completion of major FEMA funded projects in the prior year On May 17, 2011, the
RTA began construction of the $50 million TIGER I grant funded UPT Streetcar Expansion Project
which 1s scheduled for completion in December 2012 The RTA mitiated a market campaign, modified
trans passes, installed ticket vending machines, improved scheduling, and tncreased revenue service,
which 1n addition to continued population growth has increased fare revenue by $1 3 mullion

Comparison of Net Assets Fiscal Years 2011 and 2010
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FINANCIAL HIGHLIGHTS (continued)

2010

Duning 2010, the RTA continued the recovery process from Hurricane Katrma and the resulting flooding,
which occurred during 2005 The renovations on the admmstrative and operations building were
substantially completed, and the RTA employees were successfully transitioned to the AP Randolph
butlding i February 2010 The RTA received an increase of $7 1 million 1n captal contributions from the
Federal Transit Admimstration (FTA) and the Federal Emergency Management Agency (FEMA) to assist
the RTA with funding the construction of capital projects Several red streetcars were restored and placed
back into revenue service as of December 31, 2010 The RTA also installed new fare boxes on the
transportation vehicles, which 1n addition to the new streetcars, improved scheduling, new equipment and
population growth has increased fare revenue by $1 8 million On October 14, 2010 the RTA 1ssued $75 0
mullion i1n Sales Tax Revenue Bonds and received a bond rating from Moody’s and S&P of Aa3 (stable)
and A- (stable), respectively In May 2010, the RTA closed the ENO operations facility for major repairs
and consolidated the bus operations to the A P Randolph facility

Comparison of Net Assets Fiscal Years 2010 and 2009
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OVERVIEW OF THE FINANCIAL STATEMENTS

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 mformation

The financial statements provide both long-term and short-term information about the RTA’s overall
financial status. The financial statements also include notes that explain some of the information n the
financial statements and provide more detailed data The statements are followed by a section of other
supplementary information that further explans and supports the information in the financial
statements

The RTA’s financial statements are prepared on an accrual basis in conformity with accounting
pnnciples generally accepted 1n the United States of Amenica (GAAP) as applied to government units



OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

Under this basis of accounting, revenues are recognzed in the period in which they are eamed,
expenses are recognized in the period in which they are incurred, and depreciation of assets s
recogmized 1n the Statements of Revennes, Expenses, and Changes in Net Assets All asscts and
habihities associated with the operation of the Authority are included n the Statements of Net Assets

The Statement of Net Assets reports the RTA’s net assets. Net assets, the difference between the
RTA’s assets and habilitics, are one way to measure the RTA’s financial health or positon The
increase wn the RTA’s net assets dunng 2011 1s an imdicator of its financial health and 1s largely
atmbuted to funds received from Federal Transit Admimstration (FTA), the Federal Emergency
Management Agency (FEMA), and the State of Lowsiana totaling $29 4 million and the receipt of
$55 6 million 1n tax revenues, which was offset by a loss from operations of $97 2 million and non-
operating expenses of $6 2 million

FINANCIAL ANALYSIS OF THE RTA

2011 Net Assets

The RTA’s total net assets at December 31, 2011 increased to approxamately $200.4 mullion, a 12 4%
increase from December 31, 2010 (See Table A-2) Total assets decreased (4.7) % to $448 9 mulhon,
and total habilities decreased 152% to $248 5 million Restricted net assets and Capital assets
remained at the December 31, 2010 values of $11 6 million and $271 0, respectively

Table A-1
Regional Transit Authority’s Net Assets
(in thousands of dollars)
Increase
2011 2010 ecrease)
Current assets $86,240 $ 106,478 (19.0)%
Restricted net assets 89,582 91,289 (19)%
Capital assets 270916 271,011 00%
Long-term assets 2,134 2,373 (10 1)%
Total assets 448,872 471,151 4. %
Current habilittes 31,658 78,788 (59 8)%
Long-term lLiablities 216.820 214,074 13%
Total liabilities 248.478 292.862 (15.2)%
Net assets

Invested in capital assets, net of related debt 181,849 181,944 0 )%
Restricted 11,609 11,603 01%
Unrestricted 6.935 {15.257) 145 4%
Total net assets 200,393 178,290 12 4%

Total liabilities and net assets 448.873 $ 471,152 (4.7)%




FINANCIAL ANALYSIS OF THE RTA (continued)

2010 Net Assets

The RTA’s total net assets at December 31, 2010 increased to approximately $178 3 million, a 21 4%
increase from December 31, 2009 (See Table A-2) Total assets increased 26 7% to $471 15 mullion,
and total liabilities increased 30 2% to $292 9 million Restricted net assets mncreased 17 3% to $11 6
million Capital assets increased 11 7% to 3271 0 mullwon due to the purchase of new buses,
renovations to the streetcars, purchase and installation of the new fare boxes, and other miscellaneous

projects
Table A-2
Regional Transit Authority’s Net Assets
(in thousands of dollars)
Increase

2010 2009 {Decrease)
Current assets $ 106478 $ 124925 (14 8)%
Restncted net asscts 91,289 3,384 2597 7%
Capital assets 271,011 242 658 Il 7%
Long-term assets 2,373 793 199 2%
Total assets 471,151 371,760 26.7%
Current habilities 78,788 36,714 114 6%
Long-term liabthities 214,074 188,170 13 8%
Total liabilities 292,862 224,884 30.2%

Net assets”
Invested in capital assets, net of related debt 181,944 145,936 24.7%
Restricted 11,603 9,890 17 3%
Unrestneted (15.257) (8.950) 70 5%
Total net assets 178,290 146,876 21 4%
Total liabilities and net assets $ 471,152 $ 371760 26.7%




FINANCIAL ANALYSIS OF THE RTA (continued)

2011 Changes in Net Assets

The change mn net assets for the year ended December 31, 2011 was approximately $22 1 mullion or
29 6% less than for the year ended December 31, 2010 The RTA’s total operating revenues mcreased
by 105% to approximately $17 1 million, and total operating expenses increased by 7 6% to
approxumately $114 3 million The changes in net assets are detailed 1n Table A-3, and operating
expenses are detailed in Table A4

Net assets mvested in capital assets, net of related debt consists of capital assets net of accumulated
depreciation and reduced by the amount of outstanding indebtedness attributable to the acquisition,
construction, or improvement of those assets When there are significant unspent related bond
proceeds, the portion of the debt attributable to the unspent proceeds are included in the calculation of
this item Instead, that portion of the debt should be included in the net assets component restricted for
construction as an offset to the related bond proceeds outstanding

Operating revenues increased by 10 5% to $17 1 milhon The increase 1n revenue primarily resulted
from an increase m fare revenue, improved scheduling, marketing campaign, new transit pass, new
equipment and population growth resulting 1n an increase 1n passenger ridership

Operating expenses ncreased by 7 6% to $114 2 million The increase was mainly attributable to an
mcrease 1 depreciation, which increased by approxmmately $3.1 mullion, due to new equipment
purchased and facility renovation in 2010, increase in msurance and self insurance costs which
mcreased by $4 8 million due to claim reserves re-assessments and the increase in matenals and
supplies by $1 million due to ncrease fuel prices and consumption

Non-operating revenues increased by 49 1% to $106 3 mullion primarly due to the Federal Emergency
Management Agency partially forgiving the Special Community Disaster Loan 1n the amount of $38 1
millon

Capital contnbutions decreased by (74 4)% to $13 mullion In 2010, the RTA made major bus and
equipment purchases and completed restoration of the red streetcar and the AP Randolph facility
These sigmficant expenditures did not occur i 2011

Depreciation and amortization increased by 17 8% to $20 4 million due to full year of depreciation on
the new buses, renovation of the streetcars, the new GFI fare boxes, and renovation of the new
adminestrative building, as well as other captal projects that were purchased during 2010



FINANCIAL ANALYSIS OF THE RTA (continued)

Operating Revenues
Passenger fares
Other
Total operating revenues

Operating Expenses
Operating expenses
Depreciation and amortization
Total operating expenses

Operating loss

Non-operating revenues-net
Capital contributions

Change in net assets
Total net assets, beginning of the year

Total net assets, end of the year

Table A-3
Regional Transit Anthority’s Changes in Net Assets
(in thousands of dollars)

Increase

2011 2010 {Decrease)
$ 15,521 $ 14,186 9 4%
1,563 1.281 22 0%
17.084 15,467 10.5%
93,860 88,933 56%
20.388 17.303 17 8%
114.248 106,236 7.6%
(97,164) (90,769) 70%
106,254 71,280 491 %
13.014 50.503 (74 )%
22,104 31414 (29.6)%
178,289 146,875 21.4%
2200393 $ 178,289 12.4%




FINANCIAL ANALYSIS OF THE RTA (continued)

Table A-4

Regional Transit Authority’s Operating Expenses

Labor and fringe benefits
Depreciation

Contract services

Insurance and self-insured costs
Materials, fuel, and supphes
Utiltties

Taxes, other than payroll

Rent

Miscellaneous

Total operating expenses

(in thousands of dollars)

Increase
2011 2010 (Decrease)
$ 19,969 $ 21,607 (76)%
20,388 12,303 17 8%
62,959 62,143 13%
4,564 (242) (1,985 4Y%
4876 3,818 27.7%
1,076 1,241 (133)%
280 283 (1 1)%
4) 23 (117 4)%
140 60 136 7%
§ 114,245 § 106236 1.5%




FINANCIAL ANALYSIS OF THE RTA (continued)

2010 Changes in Net Assets

The change n net assets for the year ended December 31, 2010 was approximately $31 4 milfion or
24 9% more than for the year ended December 31, 2009 The RTA’s total operating revenues
increased by 16 4% to approximately $15 5 million, and total operating expenses increased by 15 0%
to approximately $106 2 million The changes 1n net assets are detalled in Table A-5, and operating

expenses are detailed in Table A-6

Net assets mvested 1n capital assets, net of related debt consists of capital assets net of accumulated
depreciation and reduced by the amount of outstanding indebtedness attributable to the acquisttion,
construction, or improvement of those assets When there are significant unspent relaied bond
proceeds, the portion of the debt attributable to the unspent proceeds are included in the calculation of
this item Instead, that portton of the debt should be included 1n the net assets component restrncted for
construction as an offset to the related bond proceeds outstanding.

Operating Revenues
Passenger fares
Other
Total operating revenues

Operating Expenses
Operating expenses
Depreciation and amortization
Total operating expenses

Operating loss

Non-operating revenues-net
Capital contrnbutions

Change in net assets
Total net assets, beginning of the year

Total pet assets, end of the year

Table A-5
Regional Transit Authority’s Changes in Net Assets
(in thousands of dollars)

Increase

2010 2009 (Decrease)

$ 14,186 F 12,371 14 7%
1.281 912 40 5%
15.467 13,283 16.4%
88,933 76,451 16 2%
17,303 15.889 89%
106,236 92,340 15.0%
{90,769) (79,057) 14 8%
71,280 60,372 18 t%
50,903 43,842 16 1%
31,414 25,157 24.9%
146,875 121,718 20.7%
3 178289 3 146,875 21.4%

Operating revenues increased by 16 4% to $15 5 mullion The increase i revenue primanly resulted
from an increase in fare revenue, improved scheduling, new equipment and population growth

resulting 1n an increase 1n passenger ndership
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FINANCIAL ANALYSIS OF THE RTA (continued)

2010 Changes in Net Assets (continued)

Operating expenses increased by 15 0% to $106 2 mullion The increase was mainly attributable to an
increase 1n contract services, which increased by approximately $35 6 milhion, due to the RTA’s new
management contract with Veoha Transportation Services, Inc (Veolia) This increase was offset by a
decrease in labor and fringe benefits, msurance and self-insurance costs, and materials, fuel and
supplies by approximately $22 8 mullion

Non-operating revenues mcreased by 18 9% 10 $71 3 mullion Federal and State of Lowstana operating
grants and subsidies increased $4 6 milhon or 23 4% and tax revenues mcreased $5.8 mulhion or
11 6%

Capital contnbutions ncreased by 16 1% to $50 9 mullion due to contributions related to the purchase
of new buses, renovations to the streetcars, purchase and 1nstallation of the new fare boxes, and other
muscellaneous projects

Table A-6
Regional Transit Authority’s Operating Expenses
(in thousands of dollars)

Increase

2010 2009 Decrease

Labor and fringe benefits $ 21,607 $ 40,202 (48.7)%
Depreciation 17,303 15,889 8 9%
Contract services 62,143 26,535 134.2%
Insurance and self-nsured costs (242) 3,727 (106 5)%
Matenals, fuel, and supplics 3,818 4,005 {4 %
Utilities 1,241 1,275 {2 7%
Taxes, other than payroll 283 273 317%
Rent 23 277 (91 %
Miscellaneous 60 157 (61 8)%
Total operating expenses $ 106236 $ 92,340 15%

Labor and fringe benefits decreased by 48 7% to $21 6 mullion, primarily due to the terms of the new
management ¢ontract with Veoha Under the new management contract, Veoha 1s responsible for the
majonty of the payroll services that were previously accounted for 1n the financial statements of the
RTA The RTA continues to fund the Transit Management of Southeast Lowsiana’s (TMSEL)
Retirement Plan which approximated $8 0 milhion for the year ended December 31, 2010

Depreciation increased by 8 9% to $17 3 nullion due to the purchase and use of new buses, renovation

of the streetcars, the purchase and installation of the new GFI fare boxes, and renovation of the new
administrative building, as well as other capital projects



FINANCIAL ANALYSIS OF THE RTA (continued)
2010 Changes in Net Assets (continued)

Contract services increased by 134 2% to $62 1 million pnmanly due to the new management
contract, legal fees paid to outside firms, and contracted maintenance service

Insurance and self-mnsured costs decreased by106 5% to 30 2 mtlilion due to the terms of the new
management contract, which states that Veolia 1s responsible for the majonity of payroll services and
all new hahilities, resulting from new claims that have pccurred subsequent to August 31, 2009

Matenals, fuel, and supplies decreased by 4 7% to $3 8 million primarily due to the terms of the new
management contract and a decrease in fuel costs.

CAPITAL ASSETS AND DEBT ADMINISTRATION

2011 Capital Assets

As of December 31, 2011, the RTA had invested approximately $478 3 mullion m capital assets Net
of accumulated depreciation, the RTA’s capital assets at December 31, 2011 totaled approxamately
$271 million

2010 Capital Assets

As of December 31, 2010, the RTA had invested approximately $458 2 million m capital assets Net
of accumulated depreciation, the RTA’s capital assets at December 31, 2010 totaled approximately
$271 0 nulhon This amount represents a net icrease (including addiions and disposals, net of
depreciation) of approxunately $28 4 mullion or 11.7% over December 31, 2009 The majority of the
asset additions are related to the acquisition of 75 new buses and the completion of the AP Randolph
building and furmture additions This increase includes $17 3 mullion of current year depreciation
expense

2011 Debt Administration

The RTA continves to make its regularly scheduled payments on s 1998A Series Sales Tax
Refunding Bonds and its 1991 Senes Sales Tax Revenue Bonds During 2011, $2 4 milhon in
principal payments were made

The RTA has a loan agreement with the Louisiana Local Government Environmental Facilities and
Community Development Authonty to borrow up to $65 8 mullion to finance the local match portion
of the Canal Street Streetcar and Desire Street Streetcar projects, approximately $61 3 million was
borrowed as of December 31, 2011. During 2011, $2 0 milhion of loan repayments were made on the
LCDA Revenue Bonds

In July 2006, RTA and the State of Lowsiana (the State} entered mto a Cooperative Endeavor
Apreement whereby the State agreed to lend up to $35 9 million from State funds on deposit in the
Debt Service Assistance Fund, authonzed by the Gulf Opportunity Zone Act of 2005 and Act 41 of the
First Extraordinary Session of the Louisiana Leguslature of 2007, to assist in payment of debt service

12



CAPITAL ASSETS AND DEBT ADMINISTRATION (continued)

2011 Debt Administration (continued)

requirements from 2007 through 2008 due to dismiption of tax bases and revenue streams caused by
Hurricanes Katnna and Rita. Drawdowns on the loan totaled $359 milhon through December 31,
2011, which is the maximum amount allowed within the agreement

Durmg August 2006, RTA entered nto a long-term agreement with the FEMA under the Community
Disaster Loan Act of 2005 as a result of the major drsaster declaration of August 29, 2005 for
Hurricane Katrina RTA made draw downs totaling $47.2 milhon in February 2008, and no
drawdowns 1n 2011. On November 21, 2011, $38,074,46% of the CDL was forgiven by the Federal
Emergency Management Agency leaving a balance of $9,134,556 Interest expense accrued as of 2011
1s $1,038,489.

In October 2010, the RTA issued $75 0 miilion 1n Sales Tax Revenue Bonds, Sertes 2010 The bends
will be repaid over 20 years commencing June 1, 2011

2010 Debt Administration

The RTA continues to make its regularly scheduled payments on 1ts 1998A Seres Sales Tax
Refunding Bonds and its 1991 Senes Sales Tax Revenue Bonds. During 2010, $2 7 mllion
principal payments were made

The RTA has a loan agreement with the Lowisiana Local Government Environmental Faciliues and
Community Development Authority to borrow up to $65 8 mullion to finance the local match portion
of the Canal Street Strectcar and Desire Street Streetcar projects, approximately $61 3 mullion was
borrowed as of December 31, 2010 During 2010, $1.9 million of loan repayments were made on the
LCDA Revenue Bonds.

The RTA 1ssued certificates of participation during 2002 1o advance refund its capital lease for 175
Orion buses. A defeasance escrow was established with the net proceeds to make the mmimum lease
payments on the capital lease until 1t could be prepaid in May 2005 and the lease was removed from
the financial statements The RTA makes annual mimimum payments of variable amounts mcluding
principal and interest During 2010, the leases were paid in full for the amount of $6 5 milhon

In July 2006, RTA and the State of Lowsiana (the State) entered into a Cooperative Endeavor
Agreement whereby the State agreed to lend up to $35 9 million from State funds on deposit n the
Debt Service Assistance Fund, authonzed by the Gulf Opportunity Zone Act of 2005 and Act 41 of the
First Extraordinary Session of the Lowsiana Legislature of 2007, to assist in payment of debt service
requirements from 2007 through 2008 due to disruption of tax bases and revenue streams caused by
Humcanes Katnna and Rita Drawdowns on the loan totaled $35 9 million through December 31,
2010, which 1s the maximum amount allowed within the agreement

During August 2006, the RTA entered into a long-term agreement with the FEMA under the
Community Disaster Loan Act of 2005 as a result of the major disaster declaration of August 29, 2005
for Hurricane Katrina The RTA made draw downs totaling $47 2 million n February 2008, and no
drawdowns 1 2010. The RTA has applied for the forgiveness of the loan with the State of Louisiana

13



CAPITAL ASSETS AND DEBT ADMINISTRATION (continued)

2010 Debt Administration (continued)

In October 2010, the RTA 1ssued $75 0 million in Sales Tax Revenue Bonds, Series 2010 The bonds
will be repaid over 20 years commencing June 1, 2011

ECONOMIC FACTORS

Since Katrina there has been a gradwal increase in the population in New Orleans, there has been
increased nidership, multiple major economic projects, streetcar expansion program, change n
demographics, all resnlting 1n the continuing road to recovery of the RTA

In New Orleans, the city has made steady progress rebmilding 1ts infrastructure and studies suggest that
New Orleans and the surrounding parishes are benefiting from an economic migration resulting from
the global financial cnisis The city's population has reached an estimated 343,829, about 78 percent of
its estimated pre-Katrina population Tourism and the port industry continue to recover

In Post Katrina, there are significant other revenues and expenses, which impact RTA  State and
federal grants related to the disaster had a significant impact on 2011 and are expected to continue to
have a sigmficant impact in the future Total FEMA debns removal, mitigation, and capital
replacement grants are expected to exceed $134 million Of these, approxmmately $99 8 mullion has
been recognized through 2011 FEMA revenues will be recogmzed as builldings, buses, streetcars, and
other reimbursable assets are repaired or replaced. In 2011, a large part of the construction and
replacement has been completed, however, significant additional construction projects are stll mn
process The revenues although measurable may not be available due to the slowness of actual receipts
of FEMA funds.

CONTACTING THE RTA’S FINANCIAL MANAGEMENT

This financial report 15 designed to provide our bondholders, patrons, and other mterested parties with
a general overview of the RTA’s finances and to demonstrate the RTA’s accountability for the money
1t recerves  If you have questions about this report or need additional financial mformation, contact
Mr Justin T Augustine, 1llI, Vice President, Veolia Transportation Services, Inc in Service to the
Regional Transit Authonty at (504) 827-8302

14



REGIONAL TRANSIT AUTHORITY
Statements of Net Assels

Decetiyber A1, 2061 and 2010

2011 2010 2011 2010
Assets Liabilities and Net Assets
Current assety Current liabilities {payabte from current assets)
Cash (note 2) g 41,040,377 § 58,155,645 Accounts payable, accrued expenses, and defermed credits H 10,286,531 § 5 166,536
Invesiments, unrasincled {note 2) 1,895,135 8,721 503 Current portton of legal and smalk claims (note 9) 503,947 2,607,436
Accounts yecervable, net (note 3) 36,192,424 37,607,123 Current partion of amounts due 10 Tranait Managernent
Due from Veolia Monagement Services Inc 7,004 1,018,966 of Southeast Lowmsiana, Inc (TMSEL) 6 799,559 5,601,561
Inventones 484,110 484,110 Defzrmed FEMA reveniue 1,401,703 1,770,791
Prepaid expenses and other assels 620116 491,364 Due 10 Veolia Management Services, Inc 5,139 604 9,539,633
Total current asseis 865,239,766 |06,478,7] § 24,131,344 24,686,007
Resirieted nesets cash and invesiments (note 2) Current liabilites (payable from restricied assets)
1991 senes bond trustee eccounts {note §) 1713818 1,718926 Curretit portian of accrved bond inierest 416,750 512,998
1998 senes bond trustee accounts {note 5) 8,753,100 8,751,367 Communsty disaster loan {note 5} - 47,209,024
2000 and 2000A senes bond rustee acoounts (note 5) 7,164 1311 Current pertion of bonds payable (note 5) 1,110,544 5,179,699
2010 senes boud trustee accounls (note 5) 77,688,770 79 401,732
Setl~insurance (note 9) 1,414,194 1,413,702 7,527,294 54,101,721
Totat restricled assets 89,582 046 91 289,038 Long-term habilitics
Deferred charges - bond 1ssuc costs (note 5) 2,134,186 2,372,724 Accrued bond tnterest, less curreni portion 24,084,065 21,932 394
Legal and small claums, less current porteon {pote 9) 13,853,926 12010 146
Property, buikdings and equipiment, net (nols 4) 270915752 271,010,888 Bonds payable less current portion {note 5) 132,754,055 140,229,465
Dehi gervice assisiance fund loan (note 5) 33,867,738 35,867,738
Comimumty disaster loan {note 5) 9,134,556 -
Accrued Community Disaster Lean interest {note 5) 1,125219 4,034,659
Tota! fong-ter Liabilihes 216,819,559 14,074 402
Total habilites 248 478,197 292,862,130
Net assets
Invesied 1n capital assels, net of related debt 181,848 328 181,943 364
Restneted 11 609,054 11,602,709
Unrestiicted 6935 671 (15,257.442)
Tota! net assels 200 393,333 178,289 23}
5 448.871,750 % 471,151,361 s 448871750 $ 471,151,361

Ses accompanying notes to financial stalements



REGIONAL TRANSIT AUTHORITY

Statements of Revenues, Expenses and Changes in Net Assets

For the years ended December 31, 2011 and 2010

Operating revenues
Passenger fares
Other

Total operating revenues

Opetating expenses
Labor and fringe benefits (note 1(a))
Depreciation
Confract services
Insurance and self-msured costs
Matenals, fuel and supphes
Utihhes
Taxes, other than payroll
Rent
Miscellaneous

Total operating expenses
Loss from operations

Nonoperatmg revenues (expenses)
Tax revenues
Sales tax
Hotel/motel tax
Govemment operating grants
Federal subsidy

Federal Emergency Management Agency

State Department of Transportation
Planning and techmical siudy grants
Gan (loss) on disposal of assets
Gam on forgiveness of debt
Investment iicome
Interest expense

Total nonoperating revenues

Net income (loss) before capital revenues

Capital contnibutions

Increase n net assets

Net assets
Balance, beginning of year

Balance, end of year

See accompanymg notes to financial statements
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2011 2010
15,521,210 § 14,185,896
1,563,031 1,281,057
17,084,241 15,466,953
19,968,989 21,607,120
20,387,910 17,303,157
62,958,695 62,142,631
4,563,765 (242,282)
4,875,956 3,818,206
1,075,736 1,241,441
279,645 283,203
(3,946) 23,230
141,587 60,177
114,248 337 106,236,883
(97,164,096) (50,769,930)
50,960,100 51,526,533
4,656,210 4,315927
11,540,217 15,115,517
1,204,248 2,601,561
1,772,945 1,499,016
1,895,554 1,984,979
(912,981) 225,190
38,074,468 .
2,309,483 550,078
(5.245,934) (6,538,049)
106,254,310 71,280,752
9,090,214 (19,489,178)
13,014,108 50,902,968
22,104,322 31,413,790
178,289,231 146,875,441
200,393,553 $ 178,289,231




REGIONAL TRANSIT AUTHORITY

Statements of Cash Flows

For the years ended December 31, 2011 and 2010

Cash flows from operating activities
Cash received from operations
Cash received from other sources
Cash paid to employees and for related expenses
Cash pad to suppliers
Cash paid for msurance, legal claims and related costs

Net cash used 1n operating activities

Cash flows from noncapstal financing activities
Cash received from sales tax
Cash recerved from hotel/motel tax
Operating subsidies receaved from other governroents

Net cash provided by noncaprtal financing activities

Cash flows from capital and related financing activities
Acquisition and construction of capital assets
Capital revenues from federal grants
Interest paid
Repayment of bonds
Repayment of capital lease obligation
Proceeds from bond 1ssuance
Payments for bond 1ssuance costs

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

Cash flows from investing activities
Purchases of investment secunties
Proceeds from sale and maturities of investment
securities
Interest payments recerved

Net cash provided by investing activities
Net increase (decrease} in cash and cash equavalents
Cash and cash equivalents at beginming of year

Cash and cash equivalents at end of year

17
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2011 2010

15,559,532 § 14,240.370
1,699,233 1,489,089
(18,750,136) (3,051,606)
(67,600,732) (91,216,017)
(4,956,527) (5,659,307)
(74,048,630) (84,197,471)
53,708,282 47,799,615
5,923,867 3,434,940
19,328,001 18,396,866
78,960,150 69,631,421
(36,770,689) (43,078,241)
3,716,131 51,225,594
(6,099,951) (2,789,942)
(6,744.565) (4,532,627)
- (6,575,375)

- 81,092,871

- (1,737,624)
(45,899,074) 73,604,656
(20,572,579) (82,651,664)
40,321,860 98,842,988
2,416,613 316,421
22,165,894 16,507,745
(18,821,660) 75,546,351
149,444,683 73,898,332
130,623,023 $ 149,444 683




REGIONAL TRANSIT AUTHORITY

Statements of Cash Flows

For the years ended December 31, 2011 and 2010

Reconcihiation of loss from operations to net
cash used in operating activities
Loss from operations
Adjustments to recongile loss from operations 1o net
cash used in operating activities
Depreciation
Decrease 1n allowance for doubtful accounts
{Increase) decrease in accounts recervable
Decrease (increase} in prepaid assets
Decrease in inventory
Increase 1 accounts payable and
accrued expenses
Decrease in amounts due to TMSEL
Decrease 1o the provision for legal
and small claims hiability

Net cash used in operating activities

Reconciliation to statement of net assets
Cash and cash equivalents for cash flow statement include.
Cash
Restricted assets
1991 series bond trustee accounts
1998 series bond trustee accounts
2000 and 2000A senes bond trustee accounts
2010 senes bond trustee accounts
Self-msurance

Total cash and cash equivalents

See accompanying notes to financial statements
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2011 2010
(97,164,096) $ (90,769,930)
20,387,910 17,303,157

(56,326) (8,298)
174,524 419,911
(128,752) 957,921
- 59,582
1,932,874 (5,366,445)
1,197,998 (891,779)
(392,762) {5,901,590)
(74,048,630) $ (84,197,471)
41,040,977 $ 58,155,645
1,718,818 1,718,926
8,753,100 8,753,367
7,164 1,311
77,688,770 79,401,732
1,414,194 1,413,702
130,623,023 $ 149,444,683
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 2011

Sammary of Significant Accounting Policies

Organization and Reporting Entity

The Regional Transit Authority (RTA) 1s an independent political subdivision of the State of
Louisiana created in 1979 by Act 439 of the Lomsiana Legislature n order to provide mass
transportation within its junsdiction, which comprises the Greater New Orleans area
Effective July 1, 1983 under a transfer agreement among the RTA, the City of New Orleans
(the City) and New Orleans Public Service, Inc. (NOPSI), the RTA assumed responsibility
for all mass transit operations in Orleans Panish and acquired transit-related assets and
assumed certain transit-related habilities of NOPSI and of the City through purchase, funded
by federal and local government grants, and through contmbutions from the City
Subsequently, the RTA has also assumed responsibility for mass transit operations of the City
of Kenner The RTA's area of service presently comprises Orleans Parish and the City of
Kenner in Jefferson Parish and may ultimately include future transit operations throughout
the Greater New Orleans area.

The RTA 1s govemned by an eight-member Board of Commussioners composed of appomntees
of the participating local governments within the RTA’s junsdiction The Board of
Commussioners establishes polictes, approves the budget, controls appropnations and
appomts an Executive Director responsible for admmistering all RTA operations and
activities

The RTA helds title to substantially all assets and controls, or 1s entitled to, substantally all
revenue and funds used to support its operations and 1s solely responsible for its fiscal affairs
The Board of Commussioners 1s authortzed to tssue bonds, incur short-term debt and levy
taxes upon approval of the voters in one or more of the parishes or mumicipalities served by
the RTA

The Regional Transit Authonty (the RTA) of New Orleans on July 1, 2009 approved terms
on a delegated management contract with Veoha Transportation Services, Inc (Veoha) The
ten-year contract (five years, with a five-year renewal option) began September 1, 2009
Under this “Delegated Management” contract, Veoliz 1s responsible for performing all
activities of the transit authonty below the Board level This means that Veolia will be
responsible for all aspects of the pubhc transportation system in New Orleans, including
operations, safety, maintenance, customer care, routes and schedules, capial planning,
budgeting, employee salanes and benefits, human resources, marketing, ndership growth,
grant administration, as well as all the other typical functions of a transit authonity Prior to
September 1, 2009, the labor, fringe benefits and other similar costs reflected in the
statements of revenues, expenses and changes in net assets are TMSEL expenses which are
reimbursed by RTA pursuant to the management contract The contract requires a set fixed
monthly fee of approximately $1 4 million, a monthly vanable rate fee which 1s based on
transit hours, and rexmbursement of other expenditures as required by the contract
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REGIONAL TRANSIT AUTHORITY
Notes to Financral Statements

December 31, 2011

Summary of Significant Accounting Policies (continued)

QOrganization and Reporting Entity (continued)

Veolia will continue to report to the Board of Commussioners of the New Orleans RTA,
which sets the direction for the RTA and 15 responsible for establishing RTA policies
including fares, service and operations, as well as approval of each year’s annval
transportation development plan and budget

The RTA s a stand-alone entity as defined by GASB 14, The Financial Reportung Ennty The
RTA 15 neither fiscally dependent on any other local government nor does 1t provide specific
financial benefits to or impose specific financial burdens on any other government. No other
potential component units meet the cnitena for inclusion n the financial statements of the
RTA

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting policies of the RTA conform to accounting principles generally accepted 1n
the United States of America as applicable to governments The basic financial statements are
reported using the economic resources measurement focus and the accrual basis of
accounting Revenues are recorded when earned and expenses, excluding depreciation and
amortization, are recorded when a Labtlrty 1s incurred, regardless of the timing of related cash
flows The RTA has no government or fiduciary funds The RTA uses fund accounting to
report its financial position and results of operations. The RTA's accounts are organized mto
a single propnetary fund The enterprise fund (a propnetary fund) 15 used to account for
operations (a) that are operated 1n a manner similar to private business where the intent of the
governing body 1s that the cost (expense, including deprecation) of providing goods and
services Lo the general public 1s financed or recovered primanly through user charges or (b)
where the goverming body has decided that the periodic determination of revenues earned,
expenses wcurred and/or changes 1n net assets 1s appropnate for capital mamtenance. The
RTA’s principal operating revenues are the fares charged to passengers for service

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

Restricted Assets

Certain assets, principally consisting of cash, money market accounts, and investments, are
segregated and classified as restricted assets, which may not be used except in accordance
with state regulattons or contractual terms
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 2011

Summary of Significant Accounting Policies (continued)

Investments

Investments are stated at fair value and generally consist of US Government and Agency
securities and tume deposits  Fair value is based on quoted market prices 1f quoted prices are
not available, fair value 15 estimated based on simular secunties

Inventories
Inventories, principally repair parts and supphes, are stated at cost, which approximates
market. Cost 1s determimed by the average cost method

Property, Buildings and Equipment

Property, buildings and equipment are recorded at cost Depreciation and amortization 1s
charged to expense over the esimated useful lives of the assets and is determined using the
straight-line method Expenditures for mamtenance and repairs, which do not matenally
extend the useful life of the asset, are charged to expense as incurred

The estimated useful lives used in computing depreciation and amortization are

Buildings 20 years

Buses and equipment 3-12 years

Streetcars, track system and related equipment 20-30 years

Furniture and fixtures 3-10 years

Leasehold improvements 3-5 years
Federal and State Grants

Federal and state grants are made available to the RTA for the acqusition of public transit
facihties, planning studies, buses and other transit equipment Unrestricted operating grants
and grants restnicted as to purpose, but not contingent on the actual expenditures of funds, are
recogmized at that point in time when the right to the funds becomes irrevocable Where the
expenditure of funds 1s the pnme factor for determining the ehgibthity for the grant proceeds,
the grant 1s recognized at the tme when the expense 1s incurred

Compensated Absences

The total hability for accrued vacation at December 31, 2011 and 2010, included mn current
labilities, was approximately $0 and $1 5 milhion, respectively Effective September 1, 2009,
Veoha, as per the delegated management agreement, 1s responsible for all employee cost
mcluding employee benefits These costs are inclusive 1n the delegated management fee
charged to the RTA by Veoha Subsequent to December 31, 2010, the RTA paid Veoha the
accrual amounts of all vacation and sick leave by former TMSEL employees through August
31,2009
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 2011

Summary of Significant Accounting Policies (continued)

Cash Flows
For the purposes of the statements of cash flows, cash and cash equivalents include
mvestments with an origial maturity of less than one year

Budgets and Budgetary Accounting

In accordance with Act 186 of the Lowmisiana Legislature and under authority granted to the
Board of Commussioners of the RTA withun the Regional Transit Authority Act (Act 439), an
annual budget of revenue, expenses and capital expenditures 15 prepared under the accrual
basis of accounting, consistent with accounting pninciples generally accepted in the United
States of Amenica The budget 1s adopted by resolution of the Board of Commissioners after
public heanings are conducted and public input 15 received. The RTA, operating as an
enterprise fund, utilizes the budget and related budgetary accounting to assure that (1)
service objectives are attained, (2) expenditures are properly controlied, and (3) adequate
resources will be available to finance current operations, repay long-term: liabilities and meet
capital outlay requirements. A budget presentation 1s not required and has not been included
in the financial statements

Bond Issuance Costs and Refundings
Costs related to 1ssuing bonds are capitalized and amortized based upon the methods used to
approximate the interest method over the term of the bonds

Effective with fiscal years beginning in 1994 and thereafter, gains and losses associated with
refundings and advance refundings are being deferred and amortized based upon the methods
used to approximate the interest method over the life of the new bonds or the remamming term
on any refunded bond, whichever is shorter

Claims and Judgments

The RTA provides for losses resulting from claims and judgments, including anticipated
mcremental costs A lhability for such losses is reported when 1t 1s probable that a loss has
occurred and the amount can be reasonably esimated Actual losses may differ sigmificantly
from RTA’s estimates Incurred but not reported clamms have been considered in determiming
the accrued hability All claims and judgments for dates of loss beginning September 1, 2009
are the respansibility of Veolia

Deferred Revenue
Revenue collected more than one year 1n advance 1s deferred

Use of Estimates

Management of RTA has made a number of estimates and assumphons relating to the
reporting of assets and liabilities to prepare these financial statements in conformity with
accounting principles generally accepted in the United States of America Actual results
could differ from those estimates
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 2011

(2) Cash and Investments

The RTA's cash and investments consisted of the following:

December 31, 2011 December 31, 2010
Restricted Unrestricted Restricted ted
Cash and cash equivalents  § 88,167 852 § 41,040,977 90,176,637 $ 58,155,645
Investments, at fair value
Certificates of deposit 1,414,194 7,895,135 1,413,702 8,721,503
s 89,582,046 § 48,936,112 91,590,339 § 66,877,148

Custodial Credit Risk

Actual cash in banks and certificates of deposit as of December 31, 2011 and 2019, for
restnicted and unrestricted bank accounts, before outstanding checks and reconciling items,
was $37,806,380 and $27,756,460, respectively Of the total bank balances at December
31, 2011 and 2010, all amounts were covered by federal depository msurance ($1,607,216
and $1,605,944, respectively) or by collateral held in the RTA's name by its agent
($45,720,612 and $40,158,144, respectively) Actual cash in money market accounts was
$91,854,741and $93,561,056, respectively, and 15 included in cash and cash equivalents
above

Investments

Investments are held in the name of the RTA by i1ts agent Statutes authonize the RTA to
mvest in direct United States Treasury obligations, bonds, debentures, notes or other
indebtedness 1ssued or guaranteed by US Government instrumentalities which are
federally sponsored or federal agencies that are backed by the full fath and credt of the
United States, short-term repurchasc agreements; and time certificates of deposit at
financial nstitutions, state banks and national banks having their principal offices n
Louisiana

As of December 31, 2011 and 2010, approximately $1,414,194 and $1,413,702,
respectively, of resincted assets were pledged as collateral to the Lomsiana Office of
Workman's Compensation to maintain RTA/TMSEL’s self-insurance certificate Thus
self-insurance certificate applies to all TMSEL employees receving workman’s
compensation benefits as of August 31, 2009 Effective September 1, 2009, Veolia
became responsible for all new claims
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 2011

Cash and Investments (continued)
Interest Rate Risk

Interest rate risk 1s the risk that changes 1 market interest rates will adversely affect the
farr value of an mvestment In general, the longer the maturity of an vestment, the
greater the sensitivity of its farr value to changes in market interest rates. RTA has a
formal nvestment policy that hmits mvestment maturities to five years, unless specific
authority s given to exceed, as a means of managing its exposure to far value losses
arising from increasing interest rates In addition, the investment portfolio should remain
sufficiently hquid to meet all operating requirements that may be reasonably anticipated

Credit Risk

State law hmits nvestroents in securities 1ssued, or backed by Umted States Treasury
obligations, and U.S Government mstrumentalies, which are federally sponsored.
RTA’s investment policy does not further himit its investment choices, except that
financial nstitutions and brokers/dealers must be authorized and meet mimmum
creditworthiness standards

As of December 31, 2011, cash and cash equivalents included $8,901,545 of short-term
investments 1n mortgage backed secunties, alt of which have an onginal matunty of less
than one year and are rated AAA by Standard & Poor’s.

On September 1, 2010, the RTA established a debt service reserve fund with the Bank of
New York Mellon, the Trustee, of $8,500,000 due to the mimmum credit rating
requirement of the General Sales Tax Revenue Bond Trust Indenture not beimng satisfied
As a result of the transfer of funds, the credit ratng requirement was satisfied upon
receipt
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REGIONAL TRANSIT AUTHORITY
Notes to Financial Statements

December 31, 2011

3 Accounts Receivable

Accounts receivable consist of the following as of December 31

2011 2010
Sales tax § 8990887 § 15,127,136
Hotel/motel tax 1,183,406 1,901,400
Federal capital grants 13,230,331 3,932,354
State operating subsidy 119,572 89,083
Federal Emergency Management Agency 11,596,299 16,055,772
Passenger (transpass and visitor) 96,725 135,047
Kenner operating subsidy 128,801 -
Cther 961,260 537514

36,307,281 37,778,306

Less allowance for uncollectible amounts (114.857) (171,183)

§ 36192424 § 37,607,123

@) Property, Buildings and Equipment

A summary of changes 1n fixed assets follows

January 1, December 31,
2011 Additions Deletions 2011
Land § 6,988,812 § -5 -3 6,988,812
Buildings 113,530,033 13,639,778 - 127,169,811
Equipment, primarily
transportation vehicles 267,721,919 11,530,552 (53,979 279,198,496
Furniture and fixtures 38,071,716 209,002 (126,105) 38,160,613
Construction 1n progress 31,899,475 18,612,606 (23,699,163) 26,812,918

458,217,955 43,991,938 (23,879,243) 478,330,650
Accumulated depreciation
and amortization (187.,207,067) _ {20,387,910) 180,079 {207,414 898)

$ 271,010,888 % 23,604,028 $ (23,699,164) § 270,915,752
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REGIONAL TRANSIT AUTHORITY

Notes to Financtal Statements

December 31, 2011
Property, Buildings and Equipment (continued)
January 1, December 31,
2010 Additions Deletions 2010
Land $ 6,988,812 % -3 - 6,988,812
Buildings 90,240,953 23,289,080 - 113,530,033
Equipment, primanty
transportation vehicles 250,941,478 34,289,610 (17,509,169) 267,721,919
Furniture and fixtures 34,640,248 3,443,576 (6,108) 38,077,716
Construction 1n progress 47,274,830 15,978,774 (31,354,129) 31,899,475
430,086,321 77,001,040 (48,869,406) 458,217,955
Accumulated depreciation
and amortization (187,428.416) _ (17,303,157 17,524,506 (187,207,067)

$ 242,657,905% 59,697,883 5 (31,344,900) § 271,010,888

At December 31, 2011, construction mn progress addiions were mamly related to the
Union Passenger Transit System and vanous other construction projects Deletions mainly
incjuded the completion of the bus and street car terminals on Canal Street and the St.

Charles Catenary System
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Notes to Financial Statements

December 31, 2011

Long-term Debt

Long-term debt consisted of the following as of December 31

1998A Senes, Sales Tax Refunding Bonds, interest
rates between 6 8% and 8%, due in annual principal
debt service requirements ranging from $1,645,000 to
£2,815,000, final payment due December 2013

1991 Senes, Sales Tax Revenue Bonds, interest rates
between 55% and 65% on current interest term
bonds, and approximate yields of 7% and 7 10% on
capital appreciation bonds, with annual principal debt
service requirements ranging from $348,633 to
$1,500,000, final payment due December 2021

2000 Series, LCDA Revenue Bonds, vanable interest
rate of 1 70% and 1 92% as of December 31, 2011 and
2010, respectively, due n annual principal debt service
requirernents ranging from $844,600 to $2,372,500,
final payment due February 2025

2000A Senes, LCDA Revenue Bonds, variable
interest rate of 1 81% and 2 04% as of December 31,
2011 and 2010, respectively, due m annual principal
debt service requirements ranging from $622,500 to
$1,970,600, final payment due November 2029

2010 Seres, Sales Tax Revenue Bonds, interest rate of
3% as of December 31, 2011 due 1n annual principal
debt service requirements ranging from $143,875 1o
$5,898,875, final payment due December 2030

Plus unamortized premimam
Less current maturities

Long-term debt less current maturities
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2011 2010
5,420,000 $ 7,835,000
6,687,783 7,092,882

23,181,212 24,327,312
25,190,956 26,017,156
73,470,000 75,000,000
133,949,951 140,272,350

5,914,648 6,336,814
(7,110,544) (6,379,699)

132,754,055 § 140,229,465
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REGIONAL TRANSIT AUTHORITY
Notes te Financial Statements

December 31, 2011

Long-term Debt (continued)

1998A Bond Senies

In September 1997, the RTA agreed to issue, not later than December 1, 1998,
$26,080,000 in Sales Tax Revenue Bonds, Senes 1998A The net proceeds of the 1998A
Refunding Bonds of $29,786,335 was used to repay the principal and call premium on the
outstanding 1988 Bonds and the anticipated costs of 1ssuance of $827,339 The remaining
$2,357,396, representing the present value of the interest savings to the RTA, was released
to RTA n December 1997 upon execution of the Forward Bond Placement agreement A
deferred premium of $2,918,093 was hikewise recorded in December 1997 and was
amortized begmning in 1998 over the life of the Senes 1998A Refunding Bonds

The nterest on the Senes 1998A Refunding Bonds ts due and payable on June 1 and
December 1 of each year through December 2013 The Series 1998A Refunding Bonds
are secured by a pledge and hien upon a portion of RTA’s one cent sales revenue (one-half
of one percent upon 1tems and services subject to the sales tax). As a result of the 1997
effective date of thus Forward Bond Placement Agreement, the 1988 bond debt service
restricted assets had been released by RTA’s trustee Bond 1ssue costs were deferred and
are bemg amortized over the life of the 1998A Refunding Bonds. The unamortized
premium related to the Series 1998A Refunding Bonds was $122,195 and $242,044 at
December 31, 2011 and 2010, respectively

1991 Bond Series

On December 26, 1991, the RTA 1ssued $23,215,733 1n Sales Tax Revenue Bonds, Series
1991. These bonds are to be repaid over 30 years The net proceeds of $22,968,624 (after
ongmal 1ssue discount of $103,661 and payment of $143,448 in underwnting fees and
costs) received by the RTA on the sale of the bonds were apphed as follows (a)
$19,193,382 was depostted 1n a reserve fund account designated for capital projects,
mecluding, but not limited to, the St Charles facibty renovation and restoration of
streetcars used on the St Charles Avenue Streetcar line, construction of maintenance
facihities for the Ruverfront streetcar line and the acquisition of buses, (b) $1,513,528 was
deposited 1n a reserve fund for payment of nterest costs, (¢) $1,596,845 was deposited n
a reserve fund account to satisfy the reserve fund requirement of the bonds, and (d) the
remaining proceeds of $664,869 were used toward the payment of 1ssuance costs of the
bonds Bond issuance costs of $624,197 were recorded m August 2000 upon the release
of debt service reserves for the 1991 Bond Senies These costs will be amortized over the
remaining life of the bonds
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Long-term Debt (continued)

1991 Bond Series (continued)

The current interest and capital appreciation bonds are secured by a pledge and lien upon a
portion of the RTA's sales tax revenue (one-half of one percent upon the items and
services subject to the sales tax). The interest on the current interest bonds 1s due and
payable on June 1 and December 1 of each year through December 1, 2021 The interest
for the capital appreciation bonds 1s due and payable 1o series 1n 2012, 2015 and 2021
Consistent with the terms of the bond agreement, $1,960,000 was called by mandatory
redemption aganst the principal on December 1, 2009 Bond 1ssuance costs were deferred
and are being amortized over the 30-year life of the sales tax bonds

In accordance with the requirements of the bond indentures, the RTA maintains, with a
designated trustee, certam restricted asset bond accounts

2000 Series and 2000A Senes — LCDA Revenue Bonds

Under agreements with the Louisiana Local Government Environmental Facilities and
Community Development Authonty (LCDA), RTA may borrow up to $65,820,000 in
funds to finance the local match portion of the costs expected to be incurred in the
construction of the Canal Street Streetcar and Desire Street Streetcar Projects. The funds
are provided from a portion of the proceeds of a Master Indenture Agreement and the sale
of revenue bands by LCDA  For the 2000 Senes, the amount drawn down under this
agreement as of December 31, 2011 was $31,149,000 The principal balance as of
December 31, 2011 and 2010 1s $23,181,212 and $24,327,312, respectively, of which
$1,213,600 15 duwe in 2011 For the 2000A Series, the amount drawn down under this
agreement as of December 31, 2011 was $30,177,056, respectively The principal balance
as of December 31, 2011 and 2010 15 $25,190,956 and $26,017,156, respectively, of
which $866,900 s due 1n 2011 Total bond 1ssuance costs of $160,787 were financed in
2001 and monthly payments are required These costs are amortized over the hfe of the
agreement
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Long-term Debt (continued)
2010 Bond Sertes

On October 14, 2010, the RTA 1ssued $75,000,000 in Sales Tax Revenue Bonds, Series
2010 These bonds are to be repaid over 20 years The net proceeds of $81,118,364,
consisting of $75,000,000 face amount plus an original 1ssue premwum of $6,118,364,
recetved by the RTA on the sale of the bonds were applied as follows (a) $79,380,740
was deposited in a reserve fund account designated for capital projects, including, but not
limited to, the construction and installation of transit facilities and transit improvements,
mcluding buses and other equipment 1n the City, the proceeds were invested i money
market type investment, (b) $658,294 was deposited in a reserve fund for payment of the
bond msurance premium, (c) $241,724 was utilized to pay bond surety; (d) $507,031 was
utilized for the Underwriter’s discount and (e) the remamning proceeds of $330,575 were
used toward the payment of issuance costs of the bonds Bond 1ssuance costs of
$1,737,624 were recorded and will be amortized over the remaiming itfe of the bonds

Interest on the bonds will accrue from October 14, 2010 and will be payable June | and

December 1 of each year commencing June 1, 2011 through December 1, 2030 Interest
rates on the bonds range from 2-5%
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5) Long-term Debt (continued)

Debt Service Requirements

The following represents the debt service requirements for the bond 1ssues as of December

31,2011
2000 and 2000 and
1991 and 1991 and 2000A 2000A
1998A Bonds 1998A Bounds Bonds Bonds
Principal Interest Principal Interest

2012 § 29850548 1,649,337 § 2,080,500 8 831,781

2013 3,163,633 1,468,358 2,197,800 794,531
2014 946,835 3,690,473 2,322,000 755,183
2015 883,014 3,751,986 2,452,900 713,616
2016 814,023 3,821,085 2,591,700 669,712

2017-2021 3,315,224 19,857,535 15,206,070 2,605,204
2022-2026 - - 15,470,242 535,884
2027-2031 - - 6,050,956 175,611

$ 12,107,783 § 34,238,775 § 48372168 % 7,081,522

2010 2010
Bond Bond Total Total
Principal Interest Principal Interest

2012 2,045,000 3,443,750 7,110,554 5,924 868
2013 2,660,000 3,382,400 8,021,433 5,645,289
2014 2,740,000 3,302,600 6,008,835 7,748,256
2015 2,850,000 3,193,000 6,185,914 7,658,602
2016 2,960,000 3,079,000 6,365,723 7,569,797

2017-2021 17,020,000 13,184,000 35,541,294 35,646,739
2022-2026 21,725,000 8,481,500 37,195,242 9,017,384
2027-2031 21,470,000 2,695,600 27,520,956 2,871,211

$ 73,740,000 $ 40,761,850 $ 133,549,951 $ 82,082,147
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Long-term Debt (continued)
Changes in Long-Term Debt
Long-term debt activity for the year ended December 31, 2011 and 2010 are as follows

January 1, December 31, Dune Within
2011 Additions Pavments 2011 One Year

1998A Senies, Sales .
$ (2,415,000) 5,420,000 2,605,000

Tax Refunding Bonds $ 7,835,000 § -

1991 Series, Sales Tax

Revenue Bonds 7,092,882 - {405,099) 6,687,783 377,856
2000 Series, LCDA

Revenue Bonds 24,327,312 - (1,146,100) 23,181,212 1,215,788
2000 Senes, LCDA

Revenue Bonds 26,017,156 - {826,200) 25,190,956 866,900
2010 Sernies, Sales Tax

Revenue Bonds 75,000,000 - {1,530,000) 73,470,000 2,045,000

$ 140,272,350 § $ (63223998 133949951 8§ 7,110,544

Jannary 1, December 31, Due Within
2010 Additions Payments 2010 One Year

1998A Senes, Sales
Tax Refunding Bonds § 10,070,000 $

1991 Series, Sales Tax

$ (2,235,000)% 7,835,000 § 2,415,000

Revenue Bonds 7,526,409 - (433,527) 7,092,882 405,099
2000 Senes, LCDA

Revenue Bonds 25,409,312 - (1,082,000) 24,327,312 1,206,600
2000 Senies, LCDA

Revenue Bonds 26,799,256 - (782,100) 26,017,156 823,000
2010 Senes, Sales Tax

Revenue Bonds - 75,000,000 - 75,000,000 1,530,000

$ 69,804,977 $ 75,000,0008 (4,532,627)8 140272350 $ 6,379,699
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(5) Long-term Debt (continued)
Debt Service Assistance Fund Loan

In October 2006, RTA and the State of Louisiana (the State) entered into a Cooperative
Endeavor Agreement whereby the State agreed to lend up to $35,867,738 from State funds
on deposit 1n the Debt Service Asststance Fund, authorized by the Gulf Opportunity Zone
Act of 2005 and Act 41 of the First Extraordinary Session of the Louisiana Legislature of
2007, to assist in payment of debt service requirements from 2006 through 2008 due to
disruption of tax bases and revenue streams caused by Hwricanes Katrina and Rita Draw
downs on the loan were made as debt service payments became due No principal or
interest shall be payable during the imtial five year period of the loan After the expiration
of the wmunal five year period, the loan shall bear interest at a fixed rate of 4 64 percent.
Principal payments on the bonds begin m July 2012 and the loan will mature 1n July 2026

Interest 1s payable semi-annually on January 15 and July 15 beginning January 2012. The
loan may be prepaid wathout penalty or premwum The Board has the nght to request one
extension of its obligation to begin payments under the loan not to exceed an additional
five years As of December 31, 2011, RTA has a balance due of $35,867,738, the
maximum amount allowed by the agreement.

Debt service requirements relating to the bond are as follows

Years Ending Prmcipal Interest Total
December 31
2012 $ 1,707,742 § 1,664,263 § 3,372,005
2013 1,786,981 1,585,024 3,372,005
2014 1,869,897 1,502,108 3,372,005
2015 1,956,660 1,415,345 3,372,005
2016 2,047,450 1,324,555 3,372,005
2017-2021 11,753,558 5,106,467 16,860,025
2022-2026 14,745,450 2,114,575 16,860,025

$ 35867738 % 14,712337 $ 50,580,075
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Long-term Debt (continued)

Special Community Disaster 1.oan Payable

Dunng August 2006, RTA entered into a long-term agreement with FEMA under the
Community Disaster Loan Act of 2005 as a result of the major disaster declaration of
August 29, 2005 for Hurricane Katrina RTA made draw downs totaling $47,209,024 1n
February 2008 The loan 1s for a term of five years, which may be extended, and shall bear
interest at the latest five-year Treasury rate at the time of the closing date of the loan, plus
one percent. Simple interest accrues from the date of each disbursement In 2007
Congress authorized FEMA to forgive all or part of the Special CDL’s RTA applied for
loan forgiveness On November 21, 2011, the CDL was partially forgiven by the Federal
Emergency Management Agency including $38,074,468 as of December 31, 2011 leaving
a balance of $9,134,556 [Interest expense accrued in 2011 1s $1,038,489 On January 27,
2012, RTA made a request of the State of Lowsiana to forgive the remaindes of the
Community Disaster Loan Payable Payments of prnncipal and interest are deferred until
the end of the five year period The loans on apphication could be extended for another 5
years from the current maturity date. Interest rates and maturity dates for the draw downs
are as follows

Principal Interest Rate Matunity Date

5 9,134,556 293% August 27, 2016

Operating revenues are pledged as security for the loan

Debt service requirements relating to the loan are as follows

Years Ending
December 31, Principal Interest Total
2016 $ 9,134,556 $ 1,038,489 $ 10,173,045

Transit Management of Southeast Louisiana (TMSEL) Pension Plan

The RTA provides for the pension expense of TMSEL employees pursuant to the
management contract that concluded on August 31, 2009 Effective August 19, 1986,
TMSEL received from the Internal Revenue Service a favorable letter of determination
and approval of its defined benefit retrement income plan (the Plan) covening
substantially all TMSEL employees On October 15, 1986, the RTA completed the
transfer of pension fund assets frem NOPSI to TMSEL, as called for under the terms of
the Transfer Agreement between NOPSI and the RTA Net pension plan assets transferred
totaled $35,059.639 as of the actuanal valuation, dated June 30, 1986, nearest the date of
transfer
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Transit Management of Southeast Louisiana (TMSEL) Pension Plan (continued)

All TMSEL and former NOPSI transit employees over the age of 21 {age 25, if hired prior
to January 1, 1985) were ehigible to participate in the Plan Benefits vest after five years
of benefit service Those members who retire at age 65 are entitled 1o annual retirement
benefits for life in the amount equal to 1 5 (multiplier) percent (unless otherwise specified
in the plan) of their five year average of compensation times years of benefit service The
Plan also provides early retirement, postponed retirement, and death benefits

Members of Amalgamated Transit Unton (ATU) Division 1560, effective February 2,
1990, received a “30 and Out” Pension Service Effectrve Janvary 1, 1998, the TMSEL
Pension Plan was amended to increase the multiplier from | 6% to 1 8% and to change the
participation eligible age from 25 to 21 for those employees hired pnior to January 1, 1985
Effective January 1, 1999, the multiplier was increased from 1 8% to 19%. Prior to
February 2, 1990, members of ATU Division 1560 contributed 0 77% of their weekly
earnings to the Plan To fund the “30 and Qut” pension service, the members of ATU
Division 1560 began contributing an additional 2 23% To fund 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 additional 0 77% To fund the increase m
the multipher from 1 8% to 1 9%, members of ATU Division 1560 began contributing an
additional 1 38% Effective January 1, 2001, to fund twenty percent (20%) of the increase
in the multiplier from 1.5% to 1 8% and to change the participation ehigible 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 began contnbuting an additional 0 03%.
Effective Apnl 18, 1996, members of Amalgamated Transit Union (ATU) 1611 received a
“30 and Out” Pension Service and contributed 2 45% of gross wages On January 18,
2001, the Plan was amended to increase the multiphier from 1 5% to 1 8% for members of
ATU 1611, and to change the participation chgibility age from 25 to 21 for those
cmployees hired prior to January 1, 1985, effective Janvary 1, 2001 with TMSEL paying
80% of the cost and the members of the Umions (ATU Division 1560 and ATU Division
1611} paying 20% of the cost The Plan was further amended increasing the multipher
form 1 8% to 1 9% with the members of Unions paying 100% of the cost (These changes
were the result of the Collective Bargaining Agreement, whereas the ATU Division 1611°s
membership was combined with ATU Division 1560)
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Transit Management of Southeast Louisiana (TMSEL) Pension Plan (continued)

Effective October 1, 2001, ATU Division 1611 merged with ATU Division 1560 into the
surviving division, ATU Division 1560 On November 15, 2001, the Plan was amended to
increase the multipher from 19% to 2 0% effective retroactively to October 1, 2001 for
members of this surviving division The Plan was also amended to imcrease the multiplier
from 2 0% to 2 1% effective July 1, 2003 for members of ATU Dvision 1560 As of
January 1, 2001, the total amount the Union contributes to the Plan 15 5 18% of total
salary

Members of International Brotherhood of Electmcal Workers (IBEW) Local 1700-4,
effective March 21, 1996, received a “30 and Qut” Pension Service and contnbute 2 45%
of gross wages Effective July 1, 1998, the Plan was amended, changing the participation
age 1n the Plan from 25 to 21 for those employees hired prior to January 1, 1985. To fund
this benefit, the Members of IBEW Local 1700-4 contribute |1 27% of gross wages. Since
July 1, 1998, the total amount the Members of IBEW Local 1700-4 contribute to the Plan
15 3 72%, which represents the contribution of 2 45% of gross wages for the *30 and Qut”
Pension Service, plus the 1 27% of gross wages for changing the participation age in the
Plan from 25 to 21 Effective January 18, 2001, the Plan was amended to increase the
multiplier from 1 6% to 1.8%, with TMSEL paying 80% of the cost and the members of
IBEW Local 17004 paymg 20% of the cost effective February 28, 2001 The Plan was
further amended to increase the multiplier from 1 8% to 1 9% with members of IBEW
Local 1700-4 paying 100% of the cost To fund this benefit, members of [BEW Local
1700-4 contnbute an additional 1 83% of gross wages On November 15, 2001, the Plan
was also amended to increase the multiplier from 1 9% to 2 0% effective January 1, 2002

The Plan was further amended to increase the multipher from 2 0% to 2 1% effective July
1, 2003 As of November 15, 2001, the tota] amount members of [BEW Local 1700-4
contribute 1o the Plan 1s 5 55% of total salary, which represents the 2 45% of gross wages
for the 30 & Out Pension Service, the 1 27% of gross wages for changing the participation

age n the plan from 25 to 21, and the 1 83% of gross wages for the increase in the
multiplier from 1 8% to 1 9%

On March 13, 2003, the Internal Revenue Service 1ssued 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 Members of ATU Division 1560 and IBEW 1700-4 are elipible
for this form of benefit which 1s effective retroactively to January 1, 2002

On May 7, 2008, the Intemal Revenue Service 1ssued a favorable determination letter for

the Plan granting approval of the amendments proposed on May 15, 2003, May 18, 2006
and January 27, 2007
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Transit Management of Southeast Louisiana (TMSEL) Pension Plan (continued)

As TMSEL 1s not a component unit of the RTA, the accounting for the Plan’s benefits and
obligations as accounted for under Accounting Standards Codification (ASC) 715-30
(formerly FAS 158) are only included in TMSEL’s financial statements and ncluded for

disclosure purposes in RTA’s financial statements

The following table sets forth the plan’s funded status and amounts recognized mn

TMSEL’s statements of net assets as of December 31

2011 2010
Change in Benefit Obligation
Benefit obhigation at beginning of year 230,163,156 202,878,525
[nterest cost 12,386,596 13,053,035
Plan participant’s contributions - 456,876
Actuanal loss (gamn) 17,646,181 27,524,585
Benefits paid (14,070,915) (13,749,865)
Benefit obligation at end of year 246,125,018 230,163,156
Change in Plan Assets
Farr value of plan assets at beginning of year 161,321,768 146,204,962
Actual return on plan assets (83,820) 20,470,121
Employer contributions 9,426,959 9,415,984
Plan participants’ contributions - 456,876
Benefits pard (14,070,915) (13,749,865)
Expenses paid (1,420,600) (1,476,310)
Fair value of assets at end of year 155,173,392 161,321,768
Funded status at end of year (90,951,626) (68,841,388)
Amounts recognized in the statement of
financial position of TMSEL consist of:
Non-current habihities (90,951,626) {68,841,388)
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2011
Amounts recognized in accumulated other
comprehensive income of TMSEL consist of:
Net Loss
Total recognized 1n accumulated other
comprehensive income

$ 103,795,042
$ 103,795,042
Accumulated benefit obligation $ 246,125,018
Information for pension plans with

accumulated benefit obligation in excess of

plan assets 2011

Projected benefit obligation $ 246,125,018

Accumulated benefit obligation 246,125,018
Fair vatue of plan assets 155,173,392
Net Periodic Benefit Cost
Service cost $ 1,500,000
Interest cost 12,386,596
Expected return on plan assets (11,867,364)
Amortization of net loss 2,542 596
Net pertodic benefit cost $ 4,561,828

Other Changes in Plan Assets and Benefit
Obligations Recognized in Other
Comprehensive Income of TMSEL

New net loss

Amortization of net loss

$ 29,517,965
(2,542,596)

Total recognized in net periodic benefit cost and
other comprehensive mcome

Total recognized 1n net periodic benefit cost and
other comprehensive income

$ 26,975,369

$ 31,537,197

38

o

$

3

$

Transit Management of Southeast Louisiana (TMSEL) Pension Plan (continned)

2010

76,819,673
76,849,673

230,163,156

2010

230,163,156
230,163,156
161,321,768

925,000

13,053,035
(10,786,595)

2,470,773

5,662,213

18,392,369
(2,470,773)

15,921,596

21,583,809
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Transit Management of Southeast Louisiana (TMSEL) Pension Plan (continued)

The esthmated transition obligation / (asset), prior service cost / (credit), and net loss /
(gan) that will be amortized from accumulated other comprehensive income of TMSEL
mnto net penodic benefit cost over the next fiscal year are $0, S0 and $3,426,332
respectively

2011 2010
Weighted-average assumptions used to determine
benefit obligation as of December 31
Discount rate 500% 5357%
Rate of compensation increase N/A N/A
2011 2010
Weighted-average assumptions used to determine net
benefit cost for years ended December 31
Discount rate 5375% 6 00%
Rate of compensation ncrease N/A N/A
Expected long-term return on plan assets 7.50% 7 50%

Investment Policies and Strategies

Investment objectives are formulated 1n response to the financial needs of the Plan
Financial needs are influenced by the benefit pohicies, funding objectives, the Plan’s
liabulities and the successful management of the Plan’s assets A strategic asset allocation
policy 15 developed to ensure achievement of mvestment objectives, maximize expected
mvestment retums within the Plan’s nisk tolerance The Fund’s overall investment
objective 1s to earn an average, annual return of 8% net of all expenses The TMSEL
Board recognizes that the goal of meeting this objective may not be achieved for shorter
peniods but does expect 1t to be met over penods of 5 years or mare respective of market
condrttons The policy mandates as follows

Active U S Md to Large Cap Equity 18%
Passive U § Large Cap Equity 9%

Active U S Small to Mid Cap Equities 10%
Passive U S Small to Mid Cap Equities 3%
Active Global and International Equity 10%
Active U S Core Plus Fixed Income 10%
Active U S Core Fixed Income 10%

Real Estate and Altematives 15%

Cash Equivalents 5%
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Transit Management of Southeast Louisiana (TMSEL) Pension Plan (continued)

Fair Value Measurements of Plan Assets

On a monthly basis the Plan receives from the custodian, Gulf Coast Bank, monthly
statements on the plan’s assets In addition our Plan’s investment consultant provides
flash reports containing the fair market value of assets by each account manager

The expected long-term rate of return on assets assumption 1s 7 50% As defined in ASC
715-30, this assumption represents the rate of return on plan assets reflecting the average
rate of earnings expected on the funds mvested or to be invested to provide for the benefits
mcluded 1n the benefit obligahon The assumption has been determined by reflecting
expectations regarding future rates of return for the investment portfolio, with
consideration given to the distribution of investments by asset class and historical rates of
return for each individual asset class

TMSEL funds actuarally determmed pension costs when accrued Any unfunded actuarial
accrued hability is amortized over twenty-five years Pension expense, which 1s included
in labor and fringe benefits expense, was $10,286,103 and $8,077,852 in 2011 and 2010,
respectively The sigmficant actuanal assumptions used to compute the actuanally
determined contribution requirements are the same as those used to compute the projected
pension benefit obligation as descnibed above For plan year beginming January 1, 2010
TMSEL elected to use the 24-month average of corporate bond segmented yields within a
four-month Jookback period

Assets Allocation

The Plan’s weighted-average asset allocations at December 31, 2011, and 2010, by asset
category are as follows

Asset Category 2011 2010

Equity secunties 59.43% 69 27%

Debt securities 30 50% 28 53%

Other 10 07% 2 20%

Total 100 00% 100 00%
Cash Flows

Contnibutions — Expected employer contributions for 2011 are $11,022,797
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Transit Management of Southeast Louisiana (TMSEL) Pension Plan (continued)

Estimated Future Benefit Payments

The following benefit payments, which reflect expected future service, as appropriate, are
expected to be paid

2012 16,276,826
2013 16,371,616
2014 16,417,668
2015 16,530,359
2016 16,607,673
2017 - 2021 83,568,261

Other Post Employment Retirement Benefits
TMSEL Retirees

Flan Description

The Transit Management of Southeast Lowisiana’s medical and dental benefits are
provided through a comprehensive medical plan and are made available to employees
upon actual retirement

Under the provisions of the TMSEL defined benefit plan, former TMSEL contract
employees were eligible to retire at the completion of 30 years of benefit service prior
to September 1, 2009. Additionally, former TMSEL contract and non-contract
employees are ehigible for an early retirement pension, pursuant to all provisions of
the TMSEL Retirement Income Plan, upon attainment of age 55 and completion of at
least 5 years of vesting service The employer does not pay for retiree medical benefits
after Medicare eligibility (normally age 65) Complete plan provisions are inciuded iz the
official plan decuments

Life insurance coverage Is provided to retirees and paid by the employer The employer
pays 100% of the cost of the retiree hife 1nsurance based on a blended rate for all rettrees
Since GASB 45 requires the use of "unblended" rates, we have used the 94GAR mortality
table described below to "unblend" the rates so as to reproduce the composite blended rate
overall as the rate structure to calculate the actuarial valuation results for hfe mmsurance
All of the assumpuons used for the valuation of the medical benefits have been used
except for the trend assumption, zero trend was used for life insurance
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Contribution Rates

Employees do not contribute to their post employment benefits costs until they
become retirees and begin receiving those benefits The plan provisions and
contribution rates are contamed in the official plan documents

Fund Polic

Until 2007, the Transit Management of Southeast Louisiana recogmzed the cost of
providing post-employment medical and life insurance benefits (the Transit
Management of Southeast Lowsiana’s portion of the retiree medical and hife insurance
benefit premiums) as an expense when the benefit premiums were due and thus
financed the cost of the post-employment benefits on a pay-as-you-go basis In 2011
and 2010, the City’s portion of health care and life insurance funding cost for retired
employees totaled $3,355,298 and $3,355,298, respectively

Effective January 1, 2007, the Transit Management of Southeast Louisiana
implemented Government Accounting Standards Board Statement Number 45,
Accounting and Financial Reporting by Employers for Post employment Benefits
Other than Pensions {GASB 45) This amount was applied toward the Net OPEB
Benefit Obligation as shown in the following tablé.

Annual Required Contribution

The Transit Management of Southeast Louisiana’s Annual Required Contribution
(ARC) 15 an amount actuanally determined 1n accordance with GASB 45. The ARC 1s
the sum of the Normal Cost plus the contribution to amortize the Unfunded Actuarial
Accrued Liability (UAAL) A level dollar, open amortizauon period of 30 years (the
maximum amortization period allowed by GASB 43/45) has been used for the post-
employment benefits The actuanially computed ARC 15 as follows

2011 2010
Normal cost $ 211,246 3 203,121
30-year UAL amortization amount 1,923,613 1,849,628
Annual required contribution (ARC) $ 2,134,859 $ 2,052,749
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(7) Other Post Employment Retirement Benefits (continued)

Net Post Employment Benefit Obligation (Asset)

The table below shows the Transit Management of Southeast Lousiana’s Net Other
Post-employment Benefit (OPEB) Obligation for fiscal years ending December 31.

2011 2010
Beginng Nct OPEB Obligation b3 (2,296,370) § (1,011,863)
Annual required contribution 2,134,859 2,052,749
Interest on Net OPEB Obligation (91,855) (40,475)
ARC Adjustment 132,799 58,517
QPEB Cost 2,175,803 2,070,791
Contnbution - -
Current year retiree premium (3,355,298) (3,355,298)
Change 1n Net OPEB Obhgation {1,179,495) (1,284,507)
Ending Net OPEB Obligation 3 (3.475,865) % (2,296,370)

The following table shows the Transit Management of Southeast Louisiana’s annual
post employment benefits (PEB) cost, percentage of the cost contributed, and the net
unfunded post employment benefits (PEB) liability for last year and this year

Percentage of Net OPEB
Annual OPEB Annaal Cost Liability
Fiscal Year Ended Cost Contributed {Asset)
December 31, 2011 $2,175,803 154 21% $(3,475,865)
December 31, 2010 $ 2,070,791 162 03% $(2,296,370)

Funded Status and Funding Progress

In 2011 and 2010, the Transit Management of Southeast Louisiana made no contmbutions
1o its post employment benefits plan The plan 1s not funded, has no assets, and hence has
a funded ratio of zero Based on the January 1, 2010 actuanal valuation, the most recent
valuation, the Actuanal Accrued Liability (AAL) at the end of the year December 31,
2011 was $33,263,135 which 15 defined as that portion, as determined by a particular
actuarial cost method (the Transit Management of Southeast Louisiana uses the Projected
Unut Credit Cost Method), of the actuanal present value of post employment plan benefits
and expenses which 1s not provided by normal cost
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(8) Other Post Employment Retirement Benefits (continued)

Actuarial Methods and Assumptions

Actuanial valuations mvolve estimates of the value of reported amounts and assumptions
about the probability of events far into the future The actuanal valuation for post
employment benefits includes estimates and assumptions regarding (1) turnover rate, (2)
retirement rate, (3) health care cost trend rate, (4) mortality rate, (5) dtscount rate
(investment return assumption), and (6) the period to which the costs apply (past, current,
or future years of service by employees) Actuarially determined amounts are subject to
continual revision as actual results are compared to past expectations and new estumates
are made about the future

The actuarial calculations are based on the types of benefits provided under the terms of
the substantive plan (the plan as understood by the Transit Management of Southeast
Lowstana and its employee plan members) at the time of the valuation and on the pattern
of shaning costs between the Transit Management of Southeast Loutsiana and its plan
members to that point  The projection of benefits for financial reporting purposes does not
explicitly mcorporate the potential effects of legal or contractual funding limitations on the
pattern of cost sharing between the Transit Management of Southeast Lowisiana and plan
members n the future Consistent with the long-term perspective of actuarial calculations,
the actuanial methods and assumptions used include techniques that are desigued to reduce
short-term volatility 1n actuarial habilties and the actuanal value of assets

Actuanal Cost Method

The ARC is determined using the Projected Unit Credit Cost Method. The employer
portion of the cost for retiree medical care in each future year 1s determmed by
projecting the current cost levels using the healthcare cost trend rate and discounting
this prajected amount to the valuation date using the other described pertinent actuarial
assumptions, including the investment return assumption (discount rate), mortality and
turnover

Actuarial Value of Plan Assets

There are not any plan assets It 1s anticipated that in future valuations, should funding
take place, a smoothed market value consistent with Actuanal Standards Board ASOP
6, as provided 1n paragraph number 125 of GASB Statement 45
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Notes to Financial Statements

December 31, 2011

(7) Other Post Employment Retirement Benefits (continued)
Turnover Rate
An age-related turnover scale based on actual experience has heen used The rates,
when applied to the active employee census, produce a composite average annual

turnover of approximately 3%

Post Employment Benefit Plan Eheimhty Requirements

Based on past experience, it has been assumed that entitlement to benefits will
commence three years afier retirement eligibihty. The three vear period is to
accommodate the period inherent in the reverse DROP Medical benefits are
provided to employees upon actual retirement Under the provisions of the TMSEL
defined benefit plan, former TMSEL contract employees were eligible to retire at the
completion of 30 years of benefit service prior to September 1, 2009 Additionally,
former TMSEL contract and non-contract employees are ehgible for an early
retirement pension, pursuant to all provisions of the TMSEL Retirement Income
Plan, upon attamnment of age 55 and completion of at least 5 years of vesting service.
The employer does not pay for retiree medical benefits after Medicare eligibility
(nomally age 65)

Investment Return Assumption (Discount Rate)

GASB Statement 45 states that the investment return assumption should be the
estimated long-term investment yield on the investments that are expected to be used
to finance the payment of benefits (that is, for a plan which 1s funded). Based on the
assumption that the ARC will not be funded, a 4% annual investment rcturn has been
used in this valuation.

Health Care Cost Trend Rate

The expected rate of increase in medical cost is based on projections performed by the
Office of the Actuary at the Centers for Medicare & Medicaid Services as published in
National Health Care Expenditures Projections- 2003 to 2013, Table 3 National
Health Expendrtures, Aggregate and per Capita Amounts, Percent Distribution and
Average Annual Percent Change by Source of Funds: Selected Calendar Years 1990-
2013, released in January, 2004 by the Health Care Financing Adminmistrabon
(www cms hhs gov) "State and Local" rates for 2008 through 2013 from this report
were used, with rates beyond 2013 graduated down to an ultimate annual rate of 5 0%
for 2016 and later
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December 31, 2011

(7) Other Post Employment Retirement Benefits (continued)

Mortality Rate

The 1994 Group Annnty Reserving (94GAR) table, projected to 2002, based on a
fixed blend of 50% of the unloaded male mortality rate and 50% of the unloaded
female mortality rates, was used This 15 a published mortality table which was
designed to be used 1n determining the value of accrued benefits in defined benefit
pension plans

Method of Determiming Value of Benefits

The "value of benefits” has been assumed to be the portion of the premum after
retirement date expected to be paid by the employer for each retiree and has been used
as the basis for calculating the actuarial present value of OPEB benefits to be paid.
The employer pays 80% of the "cost" of retiree medical benefits, but the rates
provided are "blended" rates Since GASB 45 mandates that "unblended” rates be
used, we have estimated the "unblended"” rates before Medicare eligibility to be 130%
of the blended active/retired rate

Inflation Rate

Included 1n both the Investment Return Assumption and the Healthcare Cost Trend
rates above is an implicit inflation assumption of 2 50% annually.

Projected Salary Increases

This assumption is not applicable since neither the benefit structure nor the valuation
methodology nvolves salary

Post-retirernent Benefit Increases
The plan benefit provisions in effect for retirees as of the valuation date have been

used and it has been assumed for valuation purposes that there will not be any changes
In the future.
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REGIONAL TRANSIT AUTHORITY

Notes to Financial Statements

December 31, 2011
Other Post Employment Retirement Benefits (continued)
Post-retirement Benefit Increases (continued)
Below 1s a summary of OPEB cost and contributions for the last three fiscal calendar
years.
OPEB Costs and Contributions
December 31, December 31, December 31,
2009 2010 2011
OPEB Cost i 3,753,554 3§ 2,070,791 2,175,803
Contribution - - -
Retiree premium 4,711,380 3,355,298 3,355,298
Total contribution and premium 4,711,380 3,355,298 3,355,298
Change i net OPEB obhigation b -957,826 % -1,284,507 -1,179.495
% of contnbution to cost 0 00% (3 00% 0 00%
% of contnbution plus premium to cost 125 52% 162 03% 154 21%
Commitments and Contingencies
Contingencies

The RTA receives financial assistance directly from Federal agencies, which 1s subject to
audit and final acceptance by these agencies In the opmion of management, amounts that

might be subject to disallowance upon final audit, if any, would not have a matenal effect on
the RTA's financial position

Grant Commitments

As of December 31, 2011 and 2010, the RTA 15 committed to funding local matching
requirements under grants for which a contractual obligation existed at the end of each year
The local matching requirement under Federal Transit Administration grants has been waived
unti] December 24, 2010 As of December 25, 2010, the RTA 15 required to match 80% of all
new funding The outstanding federal share of grants at December 31, 2011 and 2010 totals
approximately $13,230,331 and $3,932,354, respectively These amounts include amounts
outstanding from the full funding grant agreement for the Canal Street Streetcar Line, which
were approved in March 2003 and authonzed in December 2004
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Notes to Financial Statements

December 31, 2011

Self-insurance and Legal Claims

The RTA 1s, from hime to time, involved 1n lawsuits ansing in the ordinary course of its
business Management provides for a provision for claims when such amounts are known or
can be estimated Prior to September 1, 2009 and pursuant to the TMSEL management
contract, RTA reirmbursed TMSEL for 1ts employees’ workers’ compensation and health care
clatms Claim expenses and habilittes are reported when it 1s probable that the loss has
occurred and the amount of the loss can be reasonably estimated These losses mclude an
estimate of claims that have been incurred but not reported As of September 1, 2009 all
claims expenses with dates of occurrence that are on or after September 1, 2009 are
considered Liabilities of Veolia.

At December 31, 2011 and 2010, $14,357,873 and $14.617,632, respectively, of accrued
general hability and small claim estimates were recorded to cover such claims The long-
term portion of these accruals at December 31, 2011 and 2010, were $13,853,926 and
$12,010,146, respectively The accruals, which are based upon expenience with previous
claims, the advice of counsel, and actuanal evaluation are, in the opinion of management,

sufficient to provide for all probable and reasonably estimable claims habilities at December
31,2011 and 2010

Changes 1n legal and small claims Liability during the years ended December 31 were as
follows

Current year
Beginning claims and
of year changes in Claim Balance at
liahility estimates payments year end
2007 $ 29,653,807 % (762,986) §  (4,580,981) $ 24,309,840
2008 g 24,309,840 § 3,235980 §  (3,339,109) $§ 24,206,711
2009 § 24,206,7k1 $ (63,424) §  (3,624,065) $ 20,519,222
2010 k4 20,519,522 §  (2,408,038) $  (3,493,852) $§ 14,617,632
2011 £ 14,617,632 § 3,466,484 $  (3,726243) $ 14357873

TMSEL s self-insured reserves for workers’ compensation and health benefits are included in
amounts due to TMSEL on the statements of net assets and total $2,144,800 and $2,979,595
as of December 31, 2011 and 2010, respectively As of December 31, 2011 and 2010,
approxmmately $1,414,000 of restricted assets was pledged as collateral to the Louisiana
Office of Workman's Compensation to maintain RTA/TMSEL’s self-insurance certificate

Related Parties

The RTA has a standing agreement with the City of New Orleans to provide mutuaily
beneficial services (interagency agreement) The RTA offset $1,200,000 1n police and other
services provided by the City against state pansh transportation fund proceeds appropriated
by the State of Lowsiana 1n 2011 and 2010
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December 31, 2011

(10) Related Parties (continued)

The members of the Board of Commussioners who were paid a per diem for the attendance at
board meetings n calendar years 2011 and 2010 are listed below. Some commissioners elect
not to recerve a per diem

The amounts recerved by each commussioner for the years ended December 31, 2011 and
2010 were as follows

Expense
2011: Per Diem Reimhursement Total

Jean-Guy Celestin $ - 3 - $ -
Connie C. Goodly - 100 100
Salvador Longoria 900 100 1,000
Flozell Danels, Jr 600 100 700
Charlotte Bumell 825 100 925
Barbara Major 825 100 925
Earline Roth 900 100 1,000
Mark Spears 525 138 663
Sharon Wegner 675 100 775

$ 5250 §$ 838 $ 6,088

Expense
2010: Per Diem Reimbursement Total

Jean-Guy Celestin $ - 8 - $ -
Conme C Goodly - - -
Salvador Longona - - -
Cesar R Burgos - - -
Charlotte Bumnell 730 - 750
Barbara Mayor 910 505 1,415
Earline Roth 900 - 900
Mark Spears 1,060 - 1,060
Sharon Wegner 525 - 525

$ 4,145 % 505 $ 4,650
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(11) Natural Disaster

On August 29, 2005, the New Orleans region suffered sigmificant damage to property and
lives when Huwrricane Katrina struck the Gulf Coast area The RTA sustaned sigmficant
damage to RTA-owned facihities, buses, streetcars, other revenue vehicles, and inventory,
which were flooded and/or wind damaged

As of December 31, 2011, RTA has received cash reimbursements from FEMA totaling
$84,540,857 Included in accounts receivable at December 31, 2011 and 2010 15 $11,596,299
and $16,055,772, respectively, of reumbursements due from FEMA Additional unrecorded
FEMA grants totaling in excess of $34 million are in vanous stages of the approval process
and include amounts for building repairs, vehicle and equipment repaws and replacemeants,
temporary power, supphes and other costs
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REGIONAL TRANSIT AUTHIORITY
Schedule of Changes 1n Restnicted Asset Bond Accounts
For the years ended December 31, 2011 and 2010

The following summarizes the activity 1n the 1991 Sertes bond trustee accounts

Beginning balance - January 1, 2010

Cash receipts
Transfer [or principal and inlerest
Sales tax receipis
Investment income

Total cash receipts
Cash disbursements
Principal and interest payments

Transfer (or debt service and excess
Expense payments

Total disbursements
Bepining balance - January 1, 2011

Cash receipts
Transfer for principal and interest
Sales tax receipts
Investment income

Total cash receipts

Cash disbursements
Principal and interest payments
Transfer for debt service and excess
Expense payments

Total disbursements

Ending balance - December 31, 2011

See accompanying independent aud:tors' report

Capital Projects Debt
and Contingency Capital Service Revenue Total
468,760 $ 117,140 § 132,806 §$ 1,000,002 § 1,718,798
- - 1,594,985 - 1.594,985
- - - 50,197,353 50,197,353
50 12 . - 62
20 12 1,594 985 50,197,353 51,792,400
(50 (12} (1,594,855) - (1,594,917
- - - (50,197,355) (50.197,355)
(50) (12) (1,594,855) (50,197,355) (51,792,272)
468,760 § 117,140 3 133,026 $ 1,000,000 $ 1,718,926
- - 1,596,192 - 1,596,192
- - - 65,214,374 65,214,374
1 - - - 1
| - 1,596,192 65,214,374 66,810,567
(1) - (1,596,301} - (1,596,302)
- - - (65,214,373) (65,214,373)
(1) - (1,596,301) (65,214,373) (66,810,675)
468,760 % 117,140 3 132917 § 1,000,001 § 1,718,818
(Continued)
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REGIONAL TRANSIT AUTHORITY
Schedule of Changes n Restricted Asset Bond Accounts
For the years ended December 31, 201 1 and 2010

The following summarizes the activity in the 1998 Series bond trustee accounts

Sales Tax Debt
Capital Service Tatsal
Beginning balance - January 1, 2010 5 253,269 $ - 8 253,269
Cash receipts

Investment income - - -

Transfer for principal and 1nterest 3,039,388 8,500,000 11,539,388

Total cash receipts 3,039,388 8,500,000 11,539,388

Cash disbursements

Principal and interest payments (3,039,290) - (3,039,290)

Expense payments - - -
Total disbursements (3,039,290) - (3,039,290)

Beginning balance - January 1, 2011 3 253,367 % 8,500,000 3 8,753,367

Cash receipts

Investment income - - -

Transfer for principal and wterest 3,040,128 27 3,040,155

Total cash receipts 3,040,128 27 3,040,155

Cash disbursements

Principal and interest payments {3,040,395) (27) (3,040,422)
Expense payments - - -
Total disbursements (3,040,395) 27) {3,040,422)

Ending balance - December 31, 2011 ] 253,100 3 8,500,000 % 8,753,100
(Continued)

See accompanytng independent auditors' report
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REGIONAL TRANSIT AUTHORITY
Schedule of Changes in Restricted Asset Bond Accounts
For the years ended December 31, 2011 and 2010

The following summanizes the actrvity in the 2010 Series bond trustee accounts

Sales Tax Debt
Capital Service Total
Beginning balance - January 1, 2010 $ - 5 - 8 -
Cash receipts
Investment income - - -
Transfer for principal and interest 79,401,732 - 79,401,732
Total cash receipts 79,401,732 - 79,401,732
Cash disbursements
Prmcipal and interest payments - - -
Expense payments - - -
Total disbursements - - .
Beginning balance - January 1, 2011 5 79,401,732 § - % 79,401,732
Cash receipts
Investment mcome - - -
Transfer for principal and 1nterest - 1,104,617 1,104,617
Total cash receipts - 1,104617 1,104,617

Cash disbursements
Principal and 1interest payments (1,904,397) (912,982) {2,817.579)
Expense payments - - -

Total disbursements (1,904,597) (912,982) (2,817,579)

Ending balance - December 31, 2011 $ 71497135 § 191635 §$ 77,688,770

See accompanywng independent auditors' report

53



REGIONAL TRANSIT AUTHORITY

SINGLE AUDIT REPORTS

DECEMBER 31, 2011

Postlethwaite
& Netterville

A Prolessional Accounhng Corporatian

Www pncpa com




REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Single Audit Reports
December 31, 2011
Table of Contents
Report on Intemal Control over Financiat Reporting
and on Compliance and Other Matters Based on
an Audit of Financial Statements Performed m
Accordance with Government Auditing Standards
Report on Comphance with Requirements that Could have a Direct
And Matenal Effect on Each Major Program and on Internal Control
over Comphiance in Accordance with OMB Circular A-133 and the
Schedule of Expenduitures of Federal Awards
Schedule of Expendrtures of Federal Awards
Notes to Schedule of Expenditures of Federal Awards
Schedule of Findings and Questioned Costs

Summary Schedule of Prior Audit Findings

Page



Postlethwaite
& Nettervilie
A Pighessionol Accounting Corpororon
Apsecioted Othcas in Prinewpel Cir-es ¢f the Uriled Swares

wWww pnc com
REPORT ON INTERNAL CONTRPOEOOVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners
Regional Transit Authority

We have audited the financial statements of the Regional Transit Authonty (the RTA) as of and for the year
ended December 31, 2011, and have 1ssued our report thereon dated June 28, 2012 We conducted our audit
in accordance with auditing standards generally accepted in the United States of Amenca and the standards
applicable to financial audits contained 1n Government Auditing Standards, 15sued by the Comptroller General
of the United States

Internal Control Over Financial Reporting

Management of the RTA, is respopsible for establishing and maintaining effective internal control over
financial reporting In planming and performing our audit, we considered the RTA’s mternal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the RTA’s
internal control over financial reporting Accordingly, we do not express an opuion on the effechveness of
the RTA’s internal control over financial reporting

A deficiency m mternal control exists when the design or operation of a control does not allow management
or employees, 1 the nommal course of performing thewr assigned functions, to prevent or detect and correct
misstatements on a timely basis. A matenal weakness 1s a deficiency, or a combmmation of deficiencies, 1n
internal control such that there is a reasonable possibility that a matenal misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis

Qur consideration of internal control over financial reporting was for the linited purpose described mn the first
paragraph of this section and was not designed to 1dentify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or matenal weaknesses We did not identify any
deficiencies 1n internal control over financial reporting that we consider to be material weaknesses, as defined
above

Comphance and Other Matters

As part of obtamning reasonable assurance about whether the RTA’s financial statements are free of matenal
misstatement, we performed tests of 1ts compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opmion The results of our tests disclosed
no instances of noncompliance or other matters that are requured to be reported under Government Auditing
Standards

30th Floor - Energy Centre  * 1100 Poydras Street  + New Orleans, LA 70163-3000 +  Tel 504 5692978
One Gallerra Blvd, Suite 2100« Metaine, LA70001  «  Tel 5048375390 »  Fax 504834 3609



This report 15 mtended solely for the information of the RTA, the RTA’s management, and federal awarding
agencies and pass-through enunes, such as the State of Lowsiana and Louisiana’s Legislative Auditor's
Office, and 1s not intended to be and should not be used by anyone other than these specified parties
However, under Loussiana Revised Statute 24 513, this report 1s distributed by the Legislative Auditor as a
public document.

ToettAaite L Hlleantde

New (rleans, Louisiana
June 27, 2012
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REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Commissioners
Regronal Transit Authonity

Compliance

We have audited the Regional Transit Authority’S (the RTA) compliance with the types of compliance
requirements described in the Office of Management and Budget (OMB) Circular 4-133 Comphance
Supplement that could have a direct and material effect on each of its major federal programs for the year
ended December 31, 2011 The RTA’s mayor federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants apphcable to each of 1ts major federal programs 1s the
responsibiity of the RTA’s management. Our responsibility 1s to express an opumon on the RTA’s
compliance based on our audit

We conducted our audit of comphance m accordance with anditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained 1n Government Auditmg Standards,
1ssued by the Comptroller General of the Umted States, and OMB Circular A-133, Audus of States, Local
Governments, and Non-Profit Organizanions Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasopable assurance abowt whether noncomphance with the types of
compliance requirements referred to above that could have a direct and matenal effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the RTA’s compliance with
those requirements and performing such other procedures as we considered necessary in the circumstances
We believe that our audit provides a reasonable basis for our opinion Our audit does not provide a legal
determination of the RTA’s comphance with those regquirements.

In our opmuon, the RTA complied, i all matenal respects, with the compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended
December 31, 2011

Internal Control Qver Comphance

Management of the RTA 1s responsible for establshing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants apphicable to federal programs.
In plannmg and performung our audit, we considered the RTA’s internal control over compliance with
requurements that could have a direct and material effect on a major federal program to determime the auditing
procedures for the purpose of expressing our opmion on compliance and to test and report on mternal control
over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion
on the effectiveness of RTA’s internal control over comphance Accordmngly, we do not express an opinion
on the effectiveness of the RTA’s mternal control over compliance.

30th Floor - Energy Centre = 1100 Poydras Street « New Orleans, LA 70163-3000 +  Tel 504 569 2978
One Gallena Blvd, Sutte 2100+ Metairie, LA70001 = Tel 5048375990 -  Fax 5048343609



A deficiency 1n internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis A material weakmess i internal control over complumce 1s a deficiency, or
combmation of deficienctes, mn mtemal control over compliance, such that there 1s a reasonable possibility
that material noncompliance with a type of complhance requrement of a federal program will not be
prevented, or detected and corrected, on a tumely basis

Our consideraton of mternal control over compliance was for the limted purpose described in the first
paragraph of this section and was not designed to 1dentify all deficiencies in internal control that might be
deficiencies, significant deficiencies, or material weaknesses We did not 1dentify any deficiencies m mternal
control over compliance that we consider to be matenal weaknesses, as defined above

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaming fund information of the RTA as of and for the year ended December 31, 2011, which
collectively comprnise the RTA’s basic financial statements, and have 1ssued our report thereon dated June
27, 2012, which contamed unqualified opinions on those financial statements Our audit was conducted
for the purpose of forming opmions on the financial statements that collectively comprise the RTA’s
basic financial statements The schedule of expenditures of federal awards 1s presented for the purposes
of additional analysis as required by U S Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and 15 not a required part of the financial
statements Such mformation 15 the responsibility of management and was denved from and relates
directly to the underlying accounting and other records used to prepare the financial statements The
information has been subjected to the auditing procedures apphed in the audit of the financial statements
and certain addstional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themseives, and other additional procedures 1n accordance with auditing standards generally
accepted m the United States of Amenca In our opmion, the mformation is fairly stated m all matenal
respects 1n relation to the financial statements as a whole.

Thus report is intended solely for the information of the RTA, the RTA’s management, and federal awarding
agencies and pass-through entites, such as the State of Lomsiana and Lowsiana’s Legislative Auditor’s
Office, and is oot mtended to be and should not be used by anyone other than these specified parties.
However, under Lomsiana Revised Statute 24 513, this report 15 distnbuted by the Legislative Auditor as a
public document

Tt lo P adi: ¢ Hollen vitle

New Orleans, Loutsiana
June 27, 2012



REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Schedule of Expenditures of Federal Awards

For the year ended December 31, 2011

Federal Grantor/Program Title CFDA Number Expenditures

United States Department of Transportation;

Direct Awards
Federal Transit Administration -
Federal Transit cluster

Capntal Investment Grants 20500 $ 9641 644
Capital Investment Grants — ARRA funding 20 500 14,333,325
Formula Grants 20 507 551,075
Total Federal Transit cluster 24,526,044

United States Department of Homeland Security:

Federal Emergency Management Agency, passed

through the State of Lowstana —
Dasaster Assistance Grants 97 036 3,128,083
Total Umited States Department of Homeland Secunty 3,128,083
Total Federal Awards L) 27.654,127
Total Special Community Disaster Loans - Qutstanding $ 9,134,556

See accompanying notes to the Schedule of Expenditures of Federal Awards
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REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Notes to Schedule of Expenditures of Federal Awards

December 31, 2011

General

The accompanying Schedule of Expenditures of Federal Awards presents the activity of the federal
awards of the Regional Transit Authonity (the RTA) The RTA’s reporting entity is defined in note
1 to the financial statements for the year ended December 31, 2011  All federal awards received
from federal agencies are included on the schedule

Basis of Accounting
The accompanying Schedule of Expenditures of Federal Awards 15 presented using the accrual

basis of accounting, which 1s descnbed in note 1 to the RTA's financial statements for the year
ended December 31, 2011

Relationship to Financial Statements
Federal awards are included in the financial statements as follows

Statement of Revenues, Expenses and Changes i Net Assets.
Nonoperating revenues {expenses):
Government operating grants

Federal subsidy $11,540,217
Federal Emerpency Management Agency 1,204,248
Planming and techmical study grants 1,895,554
Capital contributions 13,014,108
Total expenditures of federal awards $27,654,127

Loans Payable to Federal Agency

RTA recerved Special Community Disaster Loans (the “Loans™) from the federal government of
$24,712,417 and $22,496,607 i February 2008. On November 21, 2011, the Loans were partially
forgiven by the Federal Emergency Management Agency including $38,074,468 leaving a balance
of $9,134,556 at December 31, 2011 The Loans accrue interest at a rate of 2 93% annually to be
repard with the principal when the Loans became due on August 27, 2011  On January 27, 2012,
RTA made a request of the State of Louisiana to forgive the remaiming $9,134,556 of the
Community Disaster Loan payable



REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Schedule of Findings and Questioned Costs

Year ended December 31, 2011

(1) Summary of Auditors’ Results
(a)  The type of report i1ssued on the basic financial statements' unquahfied opinion

{b)  Sigmficant deficiencies 1n mternal comtrol were disclosed by the audit of the financial
statements no, Matenial weaknesses no

(¢)  Noncompliance which 1s material to the financial statements no

(d)  Sigmificant deficiencies in nternal control over major programs no,
Matenial weaknesses no

(¢)  The type of report 1ssued on comphance for major programs unqualified opinion

(f)  Any audit findings which are required to be reported under Section 51%a) of OMB Circular
A-133-no

{g) Major programs

Federal Transit Admimistration — Federal Transit

cluster
Capital [nvestment Grants 20500
Formula Grants 20 507

United States Department of Homeland Security,
Federal Emergency Management Agency,
passed through the State of Louisiana
Disaster Assistance Grants 97 036

(h)  Dollar threshold used to distinguish between Type A and Type B programs- $825912

(1) Auditee qualified as a low-risk auditee under Section 530 of OMB Circular A-133 no



REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Schedule of Findings and Questioned Costs, Continued

2) Findings Relating to the Financial Statements Reported in accordance with Government Auditmg
Standards

None noted



REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Summary Schedule of Pnior Audit Findings

(1) Findings Relating to the Financial Statements Reported i accordance with Government Auditing
Standards

2010-1 FIXED ASSET OBSERVATIONS

Condiion The RTA does not individually tap certamn assets, specifically equipment and furniture
and fixtures It appears that the current process to conduct a fixed asset observation 1s madequate to
detect significant errors

Current Status  Resolved

2010-2 MONITORING AND REVIEW OF CONSTRUCTION IN PROGRESS PROJECTS
FOR COMPLETION

Condiion  RTA did not reclassify construction n progress projects that were substantially
completed 1n prior years to fixed assets

Current Status Resolved

2010-3 REVIEW OF MONTHLY FINANCIALS AS A RESULT OF SIGNIFICANT AUDIT
ADJUSTMENT AT YEAR-END

Condiion RTA management does not review the entire financial close process.

Current Status Resolved

2010-4 TIMELY SUBMISSION OF AUDIT REPORT TO LEGISLATIVE AUDITOR
Condinon RTA did not meet the June 30, 2010 deadline for reporting to the State of Lowsiana The
City did request and received an extension of time until July 31, 2011 from the Legslative Auditor
to file its financial statements

Current Status Resolved

2009-1 RECONCILIATION OF SALES TAX RECEIVABLES AND REVENUE

Condition General ledger account reconciliations for the sales tax and hotel/motel taxes recervable
were not updated after imitial estimates were recorded

Current Status Resolved



REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Summary Schedule of Prior Audit Findings (Continued)

(1) Findings Relating to the Financial Statements Reported in accordance with Government Auditmg
Standards (continved)

2009-2 RECONCILIATION OF INVESTMENTS

Condmion  General ledger account reconcibations for the investment accounts were not performed
timely due to the quarterly balance reports not being received nmely

Current Status Resolved
2009-1 RECONCILIATION OF SALES TAX RECEIVABLES AND REVYENUE

Condition General ledger account reconciliations for the sales tax and hotel/motel taxes receivable
were not updated after mnitial estimates were recorded

Current Status  Resolved
2009-2 RECONCILIATION OF INVESTMENTS

Conditton General ledger account reconcihations for the investment accounts were not performed
timely due to the quarterly balance reports not being received timely

Current Status Resolved

2009-3 RECONCILIATION OF LEGAL RESERVE AND INSURANCE

Condiion General ledger account reconciliations for the legal reserve and insurance accounts were
not performed on a timely basis There were multiple discrepancies noted between the information
obtained from the cutstde counsel compared to the information received from the third party service

provider

Current Status Resolved

2008-1 RECONCILIATION OF SALES TAX RECEIVABLES AND REVENUE

Condition General ledger account reconciliations for the sales tax and hotel/motel taxes recervables
were not updated after initial estimates were recorded In addition to this, there were several
reconcihation errors that were evidenced throughout the year

Current Status  Resolved
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REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Summary Schedule of Prior Audit Findings (Continued)
(2) Findings and Questioned Costs relating to Federal Awards {continued) Listed as follows
2010-5 FTA DAVIS-BACON ACT
Federal program identification
CFDA Title: Federal Transit cluster
CFDA Number 20 500 and 20 507
Condiion The RTA did not document testing compliance with the requirements of the Davis-Bacon
Act of individual contractors for one of the three invoices tested, which the contractor did not
provide the RTA with a certified payroll related to the invoice
Current Status Resolved
2010-6 FTA CHARTER SERVICE REPORTING
Federal program identification
CFDA Title Federal Transit cluster
CFDA Number 20 500 and 20 507

Condinon RTA did not 1ssue the required Federal Transit Authonty (FTA) quarterly report for a
charter service provided to the New Orleans police department for Mardi Gras of 2010

Current Status Resolved

2010-7 FEMA REIMBURSEMENT CASH MANAGEMENT
Federal program identification

CFDA Title Dusaster Assistance Grants

CFDA Number 97 036

Condiion The RTA submitted reimbursement requests for costs not yet paid for three of the forty
reimbursement requests to FEMA tested 1n our procedures

Current Status Resolved
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REGIONAL TRANSIT AUTHBORITY
New Orleans, Louisiana

Summary Schedule of Prior Audit Findings (Continned)

(2) Findings and Questioned Costs relating to Federal Awards (continued) Laisted as follows
2010-8 FEMA QUESTIONABLE COSTS
Federal program identification
CFDA Title Disaster Assistance Grants
CFDA Number 97 036

Condiion The RTA has recorded expenses as FEMA costs which have not yet been approved by
FEMA as allowable costs to be submutted for reimbursement

Current Status Resolved

2008-2 INDIRECT COST PLAN

Federal program identification

CFDA Title Federal Transit cluster

CFDA Number 20 500 and 20 507

Conditon The RTA did not prepare the indirect cost plans for 2007

Current Status  Resolved

2008-3 DAVIS-BACON ACT

Federal program wientification

CFDA Title Federal Transit cluster

CFDA Number 20 500 and 20 507

Conditton The RTA did not document testing compliance with the requirements of the Davis-
Bacon Act of mdividual contractors for two of the seven mnvoices tested, which were both invoices
paid prior to October 2008 when new procedures for Davis-Bacon comphance monitoring were

implemented

Current Status  Resolved
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(2)

REGIONAL TRANSIT AUTHORITY
New Orleans, Louisiana

Summary Schedule of Prior Audit Findings (Continued)

Findings and Questioned Costs relating to Federal Awards (continued) Listed as follows
2008-4 PAYROLL COST REIMBURSEMENTS

Federal program identification
CFDA Title: Disaster Assistance Grants
CFDA Number 97 036

Condition RTA requested reimbursement for four employees using a different pay rate on the
Labor Summary Record than the pay rate actually paid to the employees and revised reimbursement
requests were not submitted to be reimbursed for the differences

Current Status Resolved

2007-5 PAYROLL COST REIMBURSEMENTS

Federal program identification

CFDA Tutle Disaster Assistance Grants

CFDA Number 97 036

Conditton RTA requested reimbursement for three employees using a different pay rate on the
Labor Summary Record than the pay rate actually paid to the employees and revised reimbursement

requests were not submitted to be reimbursed for the differences

Current Status  Resolved
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