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Dingus and Daga, inc.

Certified Public Accountants
Tower East - 20600 Chagrin Boulevard - Suite 701

® Shaker Heights, Ohio 44122-5388 « 216/561-9200

INDEPENDENT AUDITORS' REPORT

Board of Trustees
Metro Regional Transit Authority
Akron, Ohio

We have audited the accompanying balance sheets of the Metro Regional Transit
Authority (the “Authority”) as of December 31, 2001, and the related statements of
revenues, expenses and changes in equity and of cash flows for the year then ended.
These financial statements are the responsibility of the Authority’s management. Qur
responsibility is to express an opinion on these financial statements based on our
audits. We did not audit the financial statements of the Authority for the year ended
December 31, 2000. Those financial statements were audited by other auditors whose
report has been furnished to us, and our opinion, insofar as it relates to the financial
statements audited by other auditors included for the Authority, is based solely on the
report of the other anditors.

We conducted our audits in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, based on our audit and the report of other auditors, such financial
statements referred to above present fairly, in all material respects, the financial
position of the Authority as of December 31, 2001, and the results of its operation and
its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

As discussed in Note 1, the Authority adopted the provisions of Governmental
Accounting Standards Board Statement No. 33, Accounting and Financial Reporting
for Nonexchange Transactions.



In accordance with Government Auditing Standards, we have also 1ssued our report
dated April 26, 2002, on our consideration of the Authority’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations. contracts, and grants. This report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the basic financial
statements, taken as a whole. The accompanying schedule of expenditures of federal
awards is presented for 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 is not a required part of the basic financial statements of
the Authority. Such information has been subjected to the auditing procedures applied
in the audit of basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements, taken as a whole.

9.;.“&:” at .Qcy'd. ,t:dw :

Shaker Heights, Ohio
April 26, 2002



METRO REGIONAL TRANSIT AUTHORITY

BALANCE SHEETS
DECEMBER 31, 2001 AND 2000

ASSETS

CURRENT ASSETS:
Cash and cash equivalents (Note 2)
Investments (Note 2)
Receivables:
Sales taxes
Federal operating assistance
State operating assistance
Trade and other
Materials and supplies inventory
Prepaid expenses

Total current assets

RESTRICTED ASSETS:
Cash and cash equivalents (Note 2)
Federal capital assistance receivable

Total resiricted assets

PROPERTY, FACILITIES AND EQUIPMENT:
Land
Land improvements
Buildings and improvements
Transportation equipment
Other equipment
Total
Less: Accumulated depreciation

Property, facilities and equipment - net
OTHER ASSETS:
Mates receivable
Other assets
Total other assets

TOTAL ASSETS

See accompanying notes to financial statements.

2001 2000
$ 1,876,468  § 3,337,698
872,500 854,001
2,780,469 2,505,449
939,874 467,342
422,137 348,127
23,649 1,578,416
6,915,097 9,091,033
26,068 7,185
115,094 59,979
141,162 67.164
574,033 300,014
13,053,765 13,053,765
0,764,949 0,762,258
37,141,525 37,761,180
8,623,805 4,318,945
69,158,077 65,196,162
28,089,377 26,232,613
41,068,700 38,063,549
30,000 35,000
54,862 30,341
84.862 65,341
$48,209,821  $48,187,087




METRO REGIONAL TRANSIT AUTHORITY

BALANCE SHEETS (CONT'D)
DECEMBER 31, 2001 AND 2000

LIABILITIES AND EQUITY

CURRENT LIABILITIES:
Bonds payable - current maturities (Note 3)
Accounts payable
Accrued payroll
Accrued payroll taxes
Other liabilities

Total current liabilities

NONCURRENT LIABILITIES:
Bonds payable, less current maturities (Note 3)
Deferred capital grant

Total noncurrent liabilities
Taotal liabilities

EQUITY:
Contributed capital:
Federal grants
State grants
Total contributed capital
Retained earnings

Total equity

TOTAL LIABILITIES AND EQUITY

See accompanying notes to financial statements.

= 1=

2001 2000
$ 250,000 S 235,000
557,172 524,579
1,014,367 1,088,551
444,976 491,729
278,348 312,639
2,544 863 2,652,498
1,515,000 1,765,000
41,359 105,036
1,556,359 1,870,036
4,101,222 4,522,534
20909, 785 34,941,047
1,611,911 1,757,417
31,521,696 36,698,464
12,586,903 6,966,089
44,108,599 43,664,553
$48209,821  § 48,187,087




METRO REGIONAL TRANSIT AUTHORITY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN EQUITY
YEARS ENDED DECEMBER 31, 2001 AND 2000

2001 2000
OPERATING REVENUES:
Passcnger fares § 3,534,850 5 3,631,084
Charter revenue 180,590 187,804
Advertising and concessions 274,868 422413
Total operating revenues 3,990,314 4,241,901
OPERATING EXPENSES:
Labar 13,189,822 12,193,783
Fringe benefits (Note 4) 6,027,924 5,567,436
Materials and supplies 3,103,817 3,669,211
Services 1,169,490 1,217,946
Uilities 485,770 389,456
Casualty and liability 542,239 486,489
Taxes 174,354 198,378
Purchased transportation service 1,914 939 1,874,063
Miscellaneous 551,201 439,113
Total operating expenses excluding depreciation 27,159,556 26,035,875
OPERATING LOSS BEFORE DEPRECIATION EXPENSE (23,169,242) (21,793,974)
DEPRECIATION EXPEMSE:
On assets acquired with capital grants 5,176,768 4,482,492
On other assets 316,300 198,375
Total depreciation expensc 3,493 068 4,680,867
OPERATING LOSS (28,662,310) (26,474,841)
MNOMN-OPERATIMNG REVENUES (EXPENSES):
Sales tax revenue 16,471,661 16,715,885
Federal operating grants and reimbursements (MNote 6) 2,723,040 3,604,630
State operaling grants, reimbursements
and special fare assistance (Note 6) 1,965,532 2,043 497
Student fare and other assistance 1,250,698 1,073,168
Investment income 17,7649
Interest income 167,902 317,637
Interest expense (129,805} (143,500)
Cost of comprehensive transportation study (570,154) (1,649.238)
Other 202,075 48,737
Tortal non-operating revenues - net 22,098,718 22012816
WET LOSS BEFORE CAPITAL CONTRIBUTION (6,503,592) (4,462,025)
CAPITAL CONTRIBUTIONS (Mote 1) 7,007,638
NET PROFIT (LOSE) 5 444,046 £ (4,462,025)

See accompanying notes to financial statements.
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METRO REGIONAL TRANSIT AUTHORITY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN EQUITY (CONT'D)
YEARS ENDED DECEMBER 31, 2001 AND 2000

Contributed Capiial Retined
Federal Grants Stare Granis Earnings Total

BALAMCES AT DECEMBER 31, 1899 b3 31,948,004 & 1,758,398 5 6045622 5 40,652,024
CAPITAL CONTRIBUTIONS 7,339,044 135,510 7.474,554
NET L.OSS FOR 2000 {4,462,025) (4,462,023
DEPRECTATION ON ASSETS

ACQUIRED WITH CAPITAL GRANTS {4,346,001) (136,491} 4,482,492
BALANCES AT DECEMBER 31, 2000 34,041,047 1757417 6,966,089 43,664,553
MWET PROFIT FOR 2001 444,46 444,046
DEPRECIATION ON ASSETS

ACQUIRED WITH CAPITAL GRANTS (5,031,263) {143,506) 53.176,768
BALAMCES AT DECEMBER 31, 2001 b 20909785 z 1,611,911 5 12,586,903 £ 44,108,500

See accompanying notes to financial statements.



METRO REGIONAL TRANSIT AUTHORITY

STATEMENT OF CASH FLOWS
YEARS EMDED DECEMBER 31, 2001 AND 2000

2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers 8 3517782 5 4088410
Cash payments o suppliers for goods and services {12.490,675) {15,150,035)
Cash paymenis to employees for serviees (13,310,759) (12,127,029
Met cazh used in operating activitics {22,283,652) {23,187,654)
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:
Sales tanes received 16,196,641 16,753 982
Operating grants and other assistance received 5,939,270 6,752,775
Comprehensive transportation study expendifures (570,154} (1.649,238)
Principal paid on bonds (235,000 (225,000
Intercst paid on bonds (129,805) (143, 5009
Other 182,554 5B.BGS
Met cash provided by non-capital financing activities 21,383,506 21,547,684
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:
Capital grants received 6885 546 7,545,551
Acquisition and construction of fixed assets (7.598.219) (7.842,038)
Met cash wsed by investing activities (709,373 (2964873
CASH FLOWS FROM INVESTING ACTIVITIES:
Cash payments for investiments - net {730} (140,952%
Interest received from mvestments 167,902 317,637
Met cash provided by investing activitics 167,172 176,685
NET DECREASE IN CASH AND CASH EQUIVALENTS (1,442,347 (1,759,572}
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 3,344 583 5104455
CASH AND CASH EQUIVALENTS, END OF YEAR § 1,902,536 § 3344533

RECONCILIATION OF OPERATING LOSE TO NET CASH

USED IN OPERATING ACTIVITIES:

Crperating loss § (2B662310)  § (26474.B41)
Adjustments to recongile operating loss 1o net cash used

in operating activities:

Diepreciation 5,493,068 4,680,867

Change in assets and liahilities:
Accounts receivable-trade (472.532) (152,491}
Materials and supplies inventory (74,0103 61,568
Prepaid expenses 1,554,767 (1,560,572}
Accounis payable 32,593 106,657
Acerued payrall (74.184) 41,210
Acerued payrall taxes {40,753) 25,544
Other current liabilities (342903 84,104

MET CASH USED [N OPERATING ACTIVITIES £ (22283.652) 5§ (23,1876354)

See accompanying notes to financial statemenis.
it
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2001 and 2000

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization — Metro Regional Transit Authority (“Metro” or the “Authority”) was created pursuant to
Sections 306.30 through 306.71 of the Ohio Revised Code for the purpose of providing public
transportation in Summit County, Ohio. As a political subdivision it is distinct from, and is not an agency
of, the State of Ohio or any other local governmental unit. The Authority is not subject to federal or
state income taxes.

Under Ohio law, the Authority is authorized to levy a sales and use tax for transit purposes, including
both capital improvement and operating expenses, at the rate of .25 percent, .5 percent, 1 percent, or
1.5 percent if approved by a majority of the electors residing within the territorial boundaries of the
Authority. Such a sales and use tax is in addition to the sales and use taxes levied by the State of Ohio
and summit County. During 1990, the voters of Summit County approved a .25 percent sales and use
tax with no limit on its duration.

The Authority is managed by a 12-member Board of Trustees and provides virtually all mass
transportation within Summit County.

Reporting Entity — The Authority has adopted the provisions of Statement No. 14 of the Governmental
Accounting Standards Board (“GASB”) regarding the definition of the financial reporting entity.
Accordingly, the accompanying financial statements include only the accounts and transactions of the
Authority. Under the criteria specified in Statement No. 14, the Authority has no component units nor is
it considered a component unit of any other entity.

These conclusions regarding the financial reporting entity are based on the concept of financial
accountability. The Authority is not financially accountable for any other organization nor is any other
organization accountable for Metro. This is evidenced by the fact that the Authority is a legally and
fiscally separate and distinct organization under the provisions of the Ohio Revised Code.

Basis of Accounting — The Authority follows the accrual basis of accounting, whereby revenues and
expenses are recognized in the period earned or incurred. The measurement focus is on determination
of net income, financial position and cash flows. All transactions are accounted for in a single enterprise
fund.
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

In accordance with Statement No. 20 of the GASB, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities that use Proprietary Fund Accounting, the Authority
has elected not to apply the provisions of the Statements and Interpretations of the Financial Accounting
Standards Board issued after November 30, 1989.

Nonexchange Transactions - In fiscal year 2001, the Authority implemented the provisions of
Governmental Accounting Standards Board Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions. This statement requires that capital contributions be recognized as revenue
and not as contributed capital. Accordingly, during the year ended December 31, 2001 $7,007,638 in
capital contribution were recognized as revenue in the statement of revenue, expenses and changes in
equity for the Authority.

The Authority will continue applying all applicable pronouncements issued by the GASB.

Cash and Cash Equivalents — For purposes of the statement of cash flows, the Authority considers all
highly liquid investments (including restricted assets) with a maturity, at date of purchase, of three
months or less to be cash equivalents. Cash and cash equivalents are carried at cost, which
approximates fair value.

Investments — The Authority’s investments are stated at fair value
Materials and Supplies Inventory — Materials and supplies inventory is stated at cost (average cost
method). Inventory generally consists of maintenance parts and supplies for rolling stock and other

transportation equipment.

Property, Facilities and Equipment — Property, facilities and equipment are stated at historical cost. The
cost of maintenance and repairs is charged to operations as incurred.

Depreciation is computed using the straight-line method over the estimated useful lives of the respective
assets, as follows:
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Description Years
Building and improvements 20-40
Land improvements 20

Transportation equipment 5-15
Other equipment 3-15

Depreciation recognized on assets acquired or constructed through grants externally restricted for
capital acquisitions is closed to the appropriate contributed capital account. Net income (loss) adjusted
by the amount of depreciation on fixed assets acquired in this manner is closed to retained earnings.

Restricted Assets — Restricted assets consist of monies and other resources, the use of which is legally
restricted for capital acquisition and construction and debt service.

Recognition of Revenue, Receivables and Deferred Revenues — Passenger fares are recorded as
revenue at the time services are performed.

Sales tax revenues are recognized for the month collected by the State of Ohio.

The Federal Transit Administration (“FTA”) and the Ohio Department of Transportation (“ODOT”)
provide financial assistance and make grants directly to the Authority for operations and acquisition of
property and equipment. Operating grants and special fare assistance awards made on the basis of
entitlement periods are recorded as grant receivables and revenue over the entitlement period. Capital
grants for the acquisition of property and equipment (reimbursement type grants) are recorded as grant
receivables and credited to contributed capital when the related qualified expenditures are incurred.
Capital grants are amortized to retained earnings in the amount of the annual depreciation on assets

acquired with capital grants. Capital grant funds received in advance of project costs being incurred are
deferred.

Compensated Absences — The Authority accrues vacation as earned by its employees. Because rights
to sick pay do not vest, Metro recognizes such costs when they are incurred.

-10-



METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

2. DEPOSITS AND INVESTMENTS

The investment and deposit of Authority monies are governed by the provisions of the Ohio Revised
Code. In accordance with these statutes, only banks located in Ohio and domestic building and loan
associations are eligible to hold public deposits. The statutes also permit the Authority to invest in
certificates of deposit, savings accounts, money market accounts, the State Treasurer’s investment pool
(“STAROhi0”), and obligations of the United States government and certain agencies thereof. The
Authority may also enter into repurchase agreements with eligible depository or any eligible security
dealer who is a member of the National Association of Securities Dealer for a period not exceeding 30
days.

Public depositories must give security for all public funds on deposit. These institutions may either
specifically collateralize individual accounts in lieu of amounts insured by the Federal Deposit Insurance
Corporation (“FDIC”) or may pledge a pool of government securities that have a face value that is at
least 110 percent of the total value of public monies on deposit at the institution. Repurchase
agreements must be secured by the specific government securities upon which the repurchase
agreements are based. These securities must be obligations of or guaranteed by the United States and
mature or be redeemable within five years of the date of the related repurchase agreement. The market
value of the securities subject to a repurchase agreement must exceed the value of the principal by two
percent and be marked to market daily. State law does not require that security for public deposits and
investments be maintained in the Authority’s name.

The Authority is prohibited from investing in any financial instrument, contract, or obligation whose value
or return is based upon or linked to another asset or index, or both, separate from the financial
instruments, contract, or obligation itself (commonly known as a “derivative”). The Authority is also
prohibited from investing in reverse repurchase agreements.

As of December 31, 2001, the Authority maintains unrestricted cash and cash equivalents of
$1,876,468, restricted cash and cash equivalents of $26,068 and investments of $872,500. The total
cash, cash equivalents and investments of $2,775,036 consist of $888,169 in deposits and $1,886,867
In investments.

-11-



METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

2. DEPOSITS AND INVESTMENTS (Cont’d)

3.

Deposits

At December 31, 2001, the carrying amount of the Authority’s deposits was $888,169 and the bank
balance was $406,493, $200,000 of which was covered by the FDIC and $206,493 of which was
uninsured and uncollateralized as defined by the GASB. The uncollateralized deposits were, however,
covered by a pledged collateral pool not held in the Authority’s name, as permitted under Ohio law.

Investments

The Authority’s investments are categorized below in accordance with the criteria established by the
GASB to indicate the level of credit risk assumed as of December 31, 2001. Category 1 includes
investments that are insured or registered, or for which the securities are held by the Authority or its
agent in the Authority’s name. Category 2 includes uninsured and unregistered investments for which
the securities are held by the counterparty’s trust department or agent in the Authority’s name.
Category 3 includes uninsured and unregistered investments for which securities are held by the
counterparty or by its trust department or agent but not in the Authority’s name.

Fair Value
Risk Category Carrying
Description 1 2 3 Amount Cost
Repurchase Agreements $1,014,367 $1,014,367 $1,014,367
U.S. Government Securities $872.500 872 500 854,731
Total $872 500 $1014 367 $1.826 867 $1.860008
DEBT

In June 1992, the Authority issued general obligation bonds, which are tax-exempt and have annual
maturity dates through 2007. Bonds maturing on and after December 1, 2001 are subject to optional
redemption by the Authority prior to maturity, beginning December 1, 2000. The outstanding bonds
have varying interest rates of 6.3 percent to 6.8 percent.

A summary of the Authority’s future debt service requirements to retire the general obligation bonds as
of December 31, 2001 is as follows:

-12-



METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

3. DEBT (Cont’d)

Principal Interest
2002 $ 250,000 $ 116,520
2003 265,000 100,770
2004 285,000 83,678
2005 300,000 65,010
2006 320,000 23,460
Thereafter 345,000 45,060
Total $1.765.000 $434 408

4. EMPLOYEE RETIREMENT PLANS

Plan Description — All employees of the Authority are required to be members of the Public Employees
Retirement System of Ohio (“PERS”), a cost-sharing, multiple-employer defined benefit pension plan.
PERS provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits
to plan members and beneficiaries. Authority to establish and amend benefits is provided by State
statute per Chapter 145 of the Ohio Revised Code. PERS issues a stand-alone financial report that
includes financial statements and required supplementary information. The financial report may be
obtained by making a written request to the Public Employees Retirement System of Ohio, 277 East
Town Street, Columbus, Ohio 43215-4642 or by calling (614) 466-2085 or 1-800-222-PERS
(7377).

Funding Policy — The Ohio Revised Code provides statutory authority for employee and employer
contributions. Employees are required to contribute 8.5 percent of their covered payroll to PERS. The
2001 employer contribution rate for local government employer units was 13.55 percent of covered
payroll including 4.3 percent used to fund post retirement health care benefits. The 2000 rate reflected
a temporary 20 percent rate rollback. The Authority’s total contributions to PERS for pension benefits
(excluding the amount relating to postretirement benefits) for the years ended December 31, 2001 and
2000 were $1,784,108, $897,000, respectively, equal to 100 percent of the required contribution in
each year.

Health Care — PERS provides postretirement health care coverage to age and service retirees with 10
or more years of qualifying Ohio service credit. Health care coverage for disability recipients and
primary survivor recipients is available.

-13-



METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

4. EMPLOYEE RETIREMENT PLANS (Cont’d)

The health care coverage provided by PERS is considered an Other Postemployment Benefit
(“OPEB”) as described in GASB Statement No. 12. A portion of each employer’s contribution to
PERS is set aside for the funding of postretirement health care. The Ohio Revised Code provides
statutory authority for employer contributions.

The portion of the employer contribution rate used to fund health care for 2001 and 2000 was 4.3
percent and 4.3 percent, respectively, of covered payroll in each year. During 2001 and 2000,
$566,180 and $590,000, respectively, of Metro’s total contribution to PERS was used for
postretirement benefits. At December 31, 2001, the Authority was not responsible for paying
premiums, contributions, or claims for OPEB under PERS for any retirees, terminated employees, or
other beneficiaries.

OPEB’s are financed through employer contributions and investment earnings thereon. The
contributions allocated to retiree health care, along with investment income or allocated assets and
periodic adjustments in health care provisions are expected to be sufficient to sustain the program
indefinitely.

The OPEB is advanced-funded on an actuarially determined basis through employer contributions and
investment earnings thereon. The principal assumptions used for the 2000 actuarial computations (latest
available) were as follows:

Funding Method. An entry-age normal actuarial cost method of valuation is used in determining the
present value of OPEB. The difference between assumed and actual experience (actuarial gains
and losses) becomes part of unfunded actuarial accrued liability.

Assets Valuation Method. All investments are carried at market value. For actuarial valuation
purposes, a smoothed market approach is used. Under this approach, assets are adjusted annually

to reflect 25% of unrealized market appreciation or depreciation on investment assets.

Investment Return. The investment assumption rate for 2000 was 7.75 percent.

-14-



METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

4. EMPLOYEE RETIREMENT PLANS (Cont’d)

Active Employee Total Payroll. An annual increase of a 4.75 percent, compounded annually, is the
base portion of the individual pay increase assumption. This assumes no change in the number of active
employees. Additionally, annual pay increases, over and above the 4.75 percent base increase, were
assumed to range from .54 percent to 5.1 percent.

Health Care. Health care costs were assumed to increase 4.75 percent annually.

At December 31, 2000 (latest information available), there were 411,076 active participants
contributing to the Plan. The Authority’s actuarially required OPEB contribution for 2000 equaled the
amount contributed to PERS by Metro. In addition, at December 31, 2000, the actuarial value of the
Plan’s net assets available for OPEB approximated $11.7 billion and the actuarial accrued liability and
the unfounded actuarial accrued liability, based on the actuarial cost method used, were 14.4 billion and
$2.6 billion, respectively.

5. CONTINGENCIES

Federal and State Grants — Under the terms of the various grants, periodic audits are required where
certain costs could be questioned as not being an eligible expenditure under the terms of the grant. At
December 31, 2001, there were no significant questioned costs that had not been resolved with the
applicable federal and state agencies. Questioned costs could still be identified during audits to be
conducted in the future. In the opinion of the Authority’s management, no material grant expenditures
will be disallowed.

Contract Disputes and Legal Proceedings — The Authority has been named as a defendant in certain
contract disputes and other legal proceedings. Although the eventual outcome of these matters cannot
be predicted, it is the opinion of management that the ultimate outcome is not expected to have a
material effect on the Authority’s financial position.

6. FEDERAL AND STATE GRANTS, REIMBURSEMENTS AND SPECIAL FARE ASSISTANCE

Grants, reimbursements and special fare assistance in the statements of revenues and expenses for the
years ended December 31, consist of the following:

-15-



METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

6. FEDERAL AND STATE GRANTS, REIMBURSEMENTS AND SPECIAL FARE

ASSISTANCE (Cont’d)

2001 2000
FEDERAL.:
FTA Maintenance and Other Assistance $2,608,923 $3,436,576
FTA Planning Grants 114117 — 168054
Total $2,723.040 $3,604.630
STATE:
ODOT Maintenance and Other Assistance $1,579,479 $1,632,418
ODOT Elderly Fare Assistance 218,202 215,416
ODOT Fuel Tax Reimbursement 154,921 180,034
ODOT Other Assistance — 12930 — 17629
Total $1,965,532 $2,045.497

7. RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts, theft of, damage to and destruction of
assets, flood and earthquake, errors, and omissions employment related matters, injuries to employees
and employee theft and fraud. Effective December 31, 1994, the Authority joined together with certain
other transit authorities in the state to form the Ohio Transit Insurance Pool Association, Inc. (“OTIP”),
a joint self insurance pool pursuant to Section 2744.081 of the Ohio Revised Code, currently operating
as a common risk management and insurance program for eight member transit agencies. The Authority
pays an annual premium to OTIP for its general insurance coverage and quarterly pays into a loss and
administration fund pursuant to its bylaws. The Agreement of Formation of OTIP provides that OTIP
will be self-sustaining through member premiums and will reinsure through commercial companies for
property damage and claims in excess of $100,000 and all liability claims in excess of $250,000 for each
insured occurrence. The Authority is responsible for the first $1,000 of any claim or occurrence and
amounts in excess of $25 million for liability claims.
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

7. RISK MANAGEMENT (Cont’d)

The Authority continues to carry commercial insurance for all other risks of loss, including workers’
compensation and employee health and accident insurance. Settled claims resulting from these risks have
not exceeded commercial insurance coverage in any of the past three fiscal years.

8. NEW ACCOUNTING STANDARDS

The GASB has issued Statement No., 34 Basic Financial Statements and Management’s Discussion and
Analysis for State and Local Governments. This statement establishes accounting standards for revise
accounting and reporting standards for general purpose external financial reporting by governmental
units. Statement No. 34 is effective for the year ending December 31, 2003. The Authority has not
completed an analysis of the impact of this statement on its reported financial condition and results of
operation.
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METRO REGIONAL TRANSIT AUTHORITY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMRBER 31, 2001

FEDERAL FEDERAL
CFDA GRANT GRANT
NUMBER NUMBER. EXPENDITURES
FEDERAL GEANTOR/
PASS-THROUGH GRANTOR/
PROGRAM TITLE
U. S. DEPARTMENT OF TRANSPORTATION
Federal Transit Cluster
Direct Program:
Federal Transit Administrative - Capital and
Operting Assistance Formula Grants 20.507 OH-90-X180 8 46,643
OH-90-X246 11,469
OH-90-X303 37.211
OH-90-X323 88,325
OH-90-X325 168,075
OH-90-X352 1,393,293
OH-90-X378 2,072,517
OH-03-0166 1,773,725
OH-03-0170 456,123
OH-03-0173 621,423
OH-03-0184 384,962
Total CFDA #20.507 7,053,960
Total U.S. Department of Transportation - Federal Transit Cluster 7.0533,966
Total Expenditure of Federal Awards § 7,053,966

See note to Schedule of Expenditure of Federal Awards.

See accompanying notes to financial staternents.
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1.

METRO REGIONAL TRANSIT AUTHORITY

NOTES TO THE SUPPLEMENTAL SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED DECEMBER 31, 2001

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
Metro Regional Transit Authority and is presented on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America. The information in
this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of

- izations. Therefore, some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of, the financial
statements.
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Dingus and Daga, inc.

Certified Public Accountants
Tower East - 20600 Chagrin Boulevard - Suite 701
Shaker Heights, Ohio 44122-5398 - 216/561-9200

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Trustees
Metro Regional Transit Authority
Akron, Ohio

We have audited the financial statements of the Metro Regional Transit Authority

(the “Authority”) as of and for the year ended December 31, 2001, and have issued our
report thereon dated April 26, 2002. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. i

Compliance

As part of obtaining reasonable assurance about whether the Authority’s financial

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

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the
internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is a condition
in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be
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material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and
its operation that we consider to be material weaknesses

This report is intended solely for the information and use of the Board of Trustees,

Authority management, federal awarding agencies and the Auditor of the State of Ohio and
is not intended to be and should not be used by anyone other than these specified parties.

@w(fxm M@f@ eé'f-

Shaker Heights, Ohio
April 26, 2002
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Dingus and Daga, inc.

Certified Public Accountants
Tower East - 20800 Chagrin Boulevard » Suite 701
Shaker Heights, Ohio 44122-5398 « 216/561-9200

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND INTERNAL CONTROL OVER COMPLIANCE APPLICABLE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Trustees
Metro Regional Transit Authority
Akron, Ohio

Compliance

We have audited the compliance of the Metro Regional Transit Authority (the “Authority™)
with the types of compliance requirements described in the U.S. Office of Management and
Budget (“OMB”) Circular A-133 Compliance Supplement that are applicable to its major
federal program for the year ended December 31, 2001. The Authority’s major federal
program is identified in the summary of anditors’ results section of the accompanying
Schedule of Findings and Questioned Cost. Compliance with the requirements of laws,
regulations, contracts and grants applicable to its major federal program is the responsibility
of the Authority’s management. Our responsibility is to express an opinion on the
Authority’s compliance based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States;
and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence
about the Authority’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 on the Authority's compliance with those requirements.

In our opinion, the Authority complied, in all material respects, with the requirements
referred to above that are applicable to its major federal program for the year ended
December 31, 2001.
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Internal Control Over Compliance

The management of the Authority is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing our audit, we considered
the Authority’s internal control over compliance with requirements that could have a direct
and material effect on a major federal program in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that would be matenal in
relation to a major federal program being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions.
We noted no matters involving the internal control over compliance and its operation that
we consider to be material weaknesses.

This report is intended solely for the information and use of the Board of Trustees,
Authority management, federal awarding agencies and the Auditor of the State of Ohio and
is not intended to be and should not be used by anyone other than these specified parties.

9,«4'?.&4' &Amp@jf«:, Eg/c ,

Shaker Heights, Ohio
April 26, 2002



METRO REGIONAL TRANSIT AUTHORITY

SCHEDUTLE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2001

PART I - SUMMARY OF AUDITORS’ RESULTS

Ei ial S

Type of auditor's report issued:

Internal control over financial reporting:
Material weakness(es) identified?
Reportable condition(s) identified

not considered to be material weaknesses?

Noncompliance material to financial statements

noted?

Federal Awards

Internal control over major programs:

Material weakness(es) identified?

Reportable condition(s) identified not
considered to be material weaknesses?

Type of auditor's report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with Circular
A-133, Section .510 (a)

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

20.507 Federal Transit Administration Capital

unqualified

no

no

no

no

no

unqualified

no

and Operating Assistance Formula Grants
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METRO REGIONAL TRANSIT AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONT’D)

Year Ended December 31, 2001

PART I - SUMMARY OF AUDITORS' RESULTS (Cont’d)

Eederal Awards (Cont’d)
Dollar threshold used to distinguish

between Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee? yes

PART II - FINANCIAL STATEMENT FINDINGS
No matters are reportable.
PART III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters are reportable
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METRO REGIONAL TRANSIT AUTHORITY
SCHEDULE OF PRIOR AUDIT FINDINGS

Year Ended December 31, 2001

There were no comments on internal control and legal compliance included in the prior year
reports.
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June 25, 2002

To the Board of Trustees of the METRO Regional Transit Authority and Residents of
Summit County, Ohio:

The Comprehensive Annual Financial Report (CAFR) of the METRO Regional Transit
Authority (METRO) for the fiscal year ended December 31, 2001, is hereby respectfully
submitted. This CAFR was prepared by the General Administration Department of
METRO Regional Transit Authority and represents METRO’s commitment to provide
accurate, concise and high-quality financial information to the Board of Trustees,
interested parties and residents in METRO’s service area.

This CAFR contains financial statements and statistical data, which provide full
disclosure of all of METRO’s material financial operations. The financial statements,
statistical information, and all data contained herein are the representations of METRO’s
management. METRO’s management bears the responsibility for the accuracy,
completeness and fairness of this CAFR presentation.

The Government of Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to
METRO for it Comprehensive Annual Financial Report for the fiscal year ended
December 31, 2000. The Certificate of Achievement is a prestigious national award
recognizing conformance with the highest standards for preparation of state and local
government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an
easily readable and efficiently organized comprehensive annual financial report, whose
contents conform to program standards. Such a CAFR must satisfy both accounting
principles generally accepted in the United States of America and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only.
METRO has received a Certificate of Achievement since its first submission for fiscal
year ended December 31, 1999. We believe our current report conforms to the
Certificate of Achievement program requirements, and we are submitting it to GFOA.

This CAFR is divided into the following three sections:

Introductory Section contains last years award, this letter of transmittal, a list of the
members of the Board of Trustees and chief administrators of MTERO, and an
organizational chart.



Financial Section includes the Independent Auditors’ Report and the financial

statements (with related footnotes) for the fiscal years ended December 31, 2001 and
2000.

Statistical Section provides financial, economic, and demographic information, which is
useful for indicating trends for comparative fiscal periods.



REPORTING ENTITY

General

METRO’s reporting entity has been defined in accordance with Governmental
Accounting Standards Board (GASB) Statement No. 14. Accordingly, the financial
statements contained within this comprehensive annual financial report include only the
accounts and transactions of METRO. A discussion of METRO’s reporting entity is
included in Note 1 to the financial statements.

METRO was created under Chapter 306 of the Ohio Revised Code by resolution of the
City of Akron, Ohio adopted originally in 1972 and amended on January 28, 1991 to
transform the three city transit system to a county-wide transit system. METRO’s service
area covers 419.92 square miles in Summit County. Express service to downtown
Cleveland, Ohio is also provided.

Operations and Funding

Voters approved a %4 of 1 percent continuous sales and use tax in November 1990 that
permitted METRO to expand to a countywide service.

Facilities
METRO’s two facilities are located at:

416 Kenmore Boulevard - METRO’s main administration and maintenance facility.

121 South Main Street, Suite #107 - a leased facility in downtown Akron and the
office for METRO’s Customer Service Department.

Services

METRO provides fixed route, demand response (SCAT) and special event services in the
County of Summit and Express Service into downtown Cleveland and to the Campus of
Kent State University in Portage County.

Management, Board of Trustees

METRO is managed by a Board of Trustees, which is vested by Ohio law with the
powers necessary to manage METRO. The legislation and agreements establishing
METRO provide for a twelve-member board serving three-year terms. The Board
members are appointed by five different governmental agencies. The City of Akron has
six seats, the County of Summit has three, and the cities of Barberton, Cuyahoga Falls
and Stow have one each.



Administration

The administration of METRO, subject to the policies and supervision of its Board of
Trustees, is directed by a General Manager. The General Manager is under contract to
the Board of Trustees. The General Manager selects the remaining senior administrative
staff. An organizational chart, which depicts the key functional responsibilities, is shown
on page 3 of this Introductory Section.

ECONOMIC CONDITION AND OUTLOOK

General

Summit County (METRO’s primary service area) is located in northeast Ohio, and the
City of Akron is located near the center of the county. The Primary Akron Metropolitan
Statistical Area (PMSA) consists of Summit and Portage Counties. The 1990 PMSA
population was 657,575. Summit County represents 78% of the two county total.

Summit County (the County) is served by diversified transportation facilities. Interstate
[-77 runs North and South through the County while I-76 crosses east and west through
the County. The Ohio Turnpike crosses the northern portion of the county. There are a
total of five interstate highways, one U.S. highway and seventeen state highways that are
located in the County.

The Summit County unemployment rate for 2001 was 4.1%, compared with a national
average of 4.8%.

Akron, once known as the “Rubber Capital of the World”, is recognized today as a world
leader in polymer research. The University of Akron Institute of Polymer Science is
internationally acclaimed.

Population

Population in METRO’s principal service area since 1960 has been as follows:

YEAR AKRON SUMMIT COUNTY
1960 290,351 513,569
1970 275,425 553,371
1980 238,177 524,472
1990 223,019 514,990
2000 217,074 542,899

The shift in population from the urban area to the suburban areas has had an effect on
ridership. In 1997 METRO undertook a complete review of our system and made some
major adjustments to our routes to better align our system with the current population and

employment areas. This change had resulted in increases to ridership each year since
1997.



Employment

The following table shows comparative unemployment statistics for Summit County, the
State of Ohio and the United States for the last five years:

Average Unemployment Rates

Year Summit County Ohio U.S.
1996 4.6 4.9 5.4
1997 4.4 4.6 4.9
1998 4.0 4.2 4.5
1999 4.2 4.2 4.2
2000 4.2 4.1 4.0
2001 4.1 4.3 4.8
MAJOR INITIATIVES

Recent Developments
Highlights of the 2001 year of operations include the following:

Continued to conduct a comprehensive transportation study, also known as a
Major Investment Study (MIS) of Canton-Akron-Cleveland Interregional Travel
Corridor.
The MIS results will be used to determine viable options for future traffic
congestion. This may include a commuter rail line from Canton to Akron
to Cleveland.
Took delivery of thirteen 40-foot New Flyer buses and 20 paratransit buses.
Provided 6,021,569 line service rides on METRO.
Provided 398,193 demand response rides on SCAT.
Continued to run the Welfare to Work program for individuals receiving welfare
allowing them to get to work.
Continued the installation of an Automatic Vehicle Locator/Computer Aided
Dispatch system for SCAT service.
This system will be used to better track vehicle movement for transporting
passengers more efficiently.
Started construction on the Rolling Acres Transfer facility.

Future Projects

METRO continues to implement its long-range plan. This plan was developed to provide
METRO with a strategy for implementing capital and operational projects. The five year
portion of the long-range plan includes:



Rehabilitation of the administration and maintenance facilities. This will include
expanding the parking area for employee vehicles, replacing the roof on the
administration building, replacing hoists in the maintenance garage, and updating the
training room.

Replace up to forty 40-foot buses, eight of which are scheduled for 2002.
Replace up to 35 paratransit buses.

Implement an express service from downtown Akron to Canton.
Purchase a park and ride lot in the northern part of the county.

Start construction on a second transfer facility.

Work with the Akron Zoo to construct a passenger waiting area as part of their overall
redesign of the zoo.

Add passenger shelters through out the county.

Start on the second phase of our AVL system. This phase will cover the line service
vehicles. It will provide METRO with the ability to track the location of all of our
vehicles as well as provide on time performance measurements.

Purchase a full-scale bus-driving simulator. This simulator will provide the training
department the ability to give new operators a chance to experience real driving
conditions within a controlled environment.

Purchase bike racks for all of our line service buses.

FINANCIAL INFORMATION

Internal Control Structure

The management of METRO is responsible for establishing and maintaining an internal
control structure designed to ensure that METRO’s assets are protected from loss, theft,
or misuse. Its responsibility is also to ensure that accurate accounting data is compiled to
allow for the preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America.



In developing and evaluating METRO’s accounting system, emphasis is placed on the
adequacy of internal controls. Internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding the protection of assets against loss
from unauthorized use or disposition, and the reliability of financial records used to
prepare financial statements. The concept of “reasonable assurance” recognizes that the
cost of the control should not exceed the benefits likely to be derived and that the
evaluation of costs and benefits require estimates and judgements by management.

All internal control evaluations occur within the above framework. Management believes
that METRO’s internal accounting controls adequately safeguard assets and provide
reasonable assurance of proper recording of financial transactions. Management also
believes that the data, as presented herein, is accurate in all material respects, that it
presents fairly the financial position, results of operations and cash flows of METRO, and
that all disclosures necessary to enable the reader to obtain an understanding of
METRO’s financial affairs have been included.

Basis of Accounting

METRO accounting records are maintained on the accrual basis. The activities are
accounted for in a single enterprise (Proprietary-type) fund.

Budgetary Controls

The annual accrual-basis operating budget and capital budget are proposed by METRO
management and adopted by the Board of Trustees in a public meeting. The annual
budget is prepared using overall guidelines established after consideration of METRO’s
long-range financial plan.

All capital and operating items exceeding $25,000 receive Board approval prior to
purchase. The long-range plan, updated annually, projects sources over the next five
years and establishes service levels and growth commensurate with such revenue limits.

METRO maintains budgetary control by not permitting total operating expenses and
expenditures for individual capital projects to exceed their appropriations without
approval by the Board of Trustees. Management ensures that expenses and capital
expenditures stay within the total appropriation. On a monthly basis, the Board reviews
budget variations. It is the responsibility of each department to administer its operations
in such a manner as to ensure that the use of funds is consistent with the goals and
programs authorized by the Board of Trustees.



Financial Operating Results

Revenues

METRO’s revenues are classified by source and described as shown below:

Revenue by Source

Increased/(Decreased)

2001 2000 Amount Percent
Sales Tax $16,471,661  $16,715,885 ($244,224)  -1.5%
Passenger Fares 4,785,548 4,704,852 80,696 1.7%
Federal Assistance 2,723,040 3,604,630 (881,590) -24.5%
State Assistance 1,965,532 2,045,497 (79,965)  -3.9%
Interest Income 185,671 317,637 (131,966) -41.5%
Auxiliary Transportation Revenue 455,464 610,217 (154,753) -25.4%
Non-transportation Revenue 202,075 48,737 153,338 314.6%
TOTAL $26,788,991 $28,047,455 ($1,258,464) -4.5%

Sales Tax revenues increased slightly from last year. This is a sales and use tax of %4 of
1% on all goods and services sold in Summit County. There is no limit on its duration.

Passenger fares are comprised of farebox revenues, tickets sales, special transit fares, a
contract with the Department of Jobs and Family Services to provide transportation for
TANTF clients, a contract with the Akron Board of Education, and contracts with The
University of Akron and Kent State University. METRO also has additional contracts
with local governmental agencies to provide paratransit service. The increase in
passenger fares can be attributed to the addition of new service.

Federal assistance funds are received from the Federal Transit Administration (FTA) for
certain items that are classified as capital assistance. Capital assistance, as defined by the
FTA, includes preventive maintenance, leases, planning, and other operating items that
are part of capital projects. The level of funds received in 2001 was significantly down
due to less cost during 2001 for the Major Investment Study, which is paid for with
federal funds.

State assistance funds are received from the Ohio Department of Transportation
(ODOT) for capital, Elderly and Handicapped one-half fare program, and fuel tax
refunds. The amount in 2001 was down slightly. This is also due to the Major
Investment Study.



Auxiliary Transportation Revenue consists of advertising and charter revenue.
Advertising sales were soft during 2001 due to the economy being down.
Operating Expenses

Operating Expenses by Object Class

Increased/(Decreased)

2001 2000 Amount Percent
Labor $13,189,822 $12,193,783 $996,039 8.2%
Fringe Benefits 6,027,924 5,567,436 460,488 8.3%
Materials and Supplies 3,103,817 3,669,211 (565,394) -15.4%
Services 1,169,490 1,217,946 (48,456) -4.0%
Utilities 485,770 389,456 96,314 24.7%
Casualty and Liability 542,239 486,489 55,750 11.5%
Taxes 174,354 198,378 (24,024) -12.1%
Purchased Transportation 1,914,939 1,874,063 40,876 2.2%
Interest Expense 129,805 143,500 (13,695) -9.5%
Cost of Major Investment Study 570,154 1,649,238 (1,079,084) -65.4%
Miscellaneous 551,201 439,113 112,088 25.5%
TOTAL $27,859,515 $27,828,613 $30,902 0.1%

Total operating expenses, excluding depreciation, increased in 2001 by 0.1%. This slight
increase in expenses for 2001 is mostly due to lower cost associated with the Major
Investment Study. Without the effect of the MIS cost, expenses would have increase by
4.0%. The bulk of the increase was due to higher labor and fringe benefit costs.

Labor and Fringe Benefits are METRO’s major expense items. These expenses
increased due to normal wage increases and an increase in hospitalization cost.

Material and Supplies decreased due to lower cost for CNG related items.

Services decreased due to less cost for legal services.

Casualty and Liability increased slightly due to a slight increase in premium payments.
Purchased Transportation was up due to a contracted rate increase

Miscellaneous Expenses increased due to an increase in travel expenses in 2001.



Financial Operating Results

METRO’s net expenses over revenue for the year ended December 31, 2001, was
$6,563,592, before Capital Contributions. Retained earnings increased by $5,620,814 do
to GASB Statement Number 33 which now requires capital contribution be included in
retained earnings.

Retirement Plans

All of METRO’s employees are covered under the Public Employees Retirement System
(PERS), a statewide public retirement (including disability retirement) system.

Employees contribute to PERS at a statutory rate of 8.5% of earnable salary or
compensation, and METRO normally contributes 13.55% of the same base. These
contribution rates are actuarially determined and statutorily mandated.

METRO has a “pickup” (assume and pay) program with respect to all of the statutorily
required contributions of employees. Under the pickup program, employee compensation
is reduced by the amount of the contributions to PERS that is paid by METRO on behalf
of the employees. In addition, Federal and State income taxes are deferred on the
compensation until the amounts are withdrawn from PERS.

PERS is not subject to the funding and vesting requirements of the Federal Employee
Retirement Income Security Act of 1974.

PERS was created by and operates pursuant to the Ohio Revised Code. The Ohio
General Assembly could decide to amend the format of PERS and could revise the
contribution rates or basis of contributions made by METRO as well as the plan’s benefit
levels.

Federal law requires METRO employees hired after March 31, 1986, to participate in the
Federal Medicare program, which requires matching employer and employee
contributions, each being 1.45% of the taxable wages. Otherwise, METRO employees
are not currently covered under the Federal Social Security Act.

Other Post-employment Benefits

PERS also provides post-retirement health care coverage to those employees who retire
with ten or more years of qualifying Ohio service credit as well as health care coverage
for disability recipients and primary survivor recipients. A portion of each employer’s
contribution to PERS is set aside to fund these benefits (4.3% of wages in 2000).

METRO also provides post-employment health care to former employees who do not
qualify for PERS health care benefits.



All retired employees are provided between $500 to $3,000 in life insurance benefits,
which is funded through the purchase of group insurance.

Cash Management and Investments

The provisions of the Ohio Revised Code govern the investment and deposit of Authority
monies. In accordance with these statutes, only banks located in Ohio and domestic
building and loan associations are eligible to hold public deposits. The statutes also
permit the Authority to invest in certificates of deposit, savings accounts, money market
accounts, the State Treasurer’s investment pool (STAROhio), and obligations of the
United States government and certain agencies thereof. The Authority may also enter
into repurchase agreements with any eligible depository or any eligible security dealer
who is a member of the National Association of Securities Dealers for a period not
exceeding thirty days.

Public depositories must give security for all public funds on deposit. These institutions
may either specifically collateralize individual accounts in lieu of amounts insured by the
Federal Deposit Insurance Corporation (FDIC) or may pledge a pool of government
securities that have a face value that is at least 110% of the total value of public monies
on deposit at the institution. Repurchase agreements must be secured by the specific
government securities upon which the repurchase agreements are based. These securities
must be obligations of or guaranteed by the United States and mature or be redeemable
within five years of the date of the related repurchase agreement. The market value of
the securities subject to a repurchase agreement must exceed the value of the principal by
2% and be marked to market daily. State law does not require that security for public
deposits and investments be maintained in the Authority’s name.

The Authority is prohibited from investing in any financial instrument, contract, or
obligation whose value or return is based upon or linked to another asset or index, or
both, separate from the financial instruments, contract, or obligation itself (commonly
known as a “derivative”). The Authority is also prohibited from investing in reverse
repurchase agreements.

Risk Management

The Authority is exposed to various risks of loss related to torts, theft of, damage to and
destruction of assets, flood and earthquake, errors and omissions, employment related
matters, injuries to employees and employee theft and fraud. Effective December 31,
1994, the Authority joined together with certain other transit authorities in the state to
form the Ohio Transit Insurance Pool Association, Inc. (OTIP), a joint self insurance pool
pursuant to Section 2744.081 of the Ohio Revised Code, currently operating as a
common risk management and insurance program for eight member transit agencies.



The Authority pays an annual premium to OTIP for its general insurance coverage and
quarterly pays into a loss and administration fund pursuant to its bylaws. The Agreement
of Formation of OTIP provides that OTIP will be self-sustaining through member
premiums and will reinsure through commercial companies for property damage and
claims in excess of $100,000 and all liability claims in excess of $250,000 for each
insured occurrence. The Authority is responsible for the first $1,000 of any claim or
occurrence and amounts in excess of $25 million for liability claims.

The Authority continues to carry commercial insurance for all other risks of loss,
including workers’ compensation and employee health and accident insurance. Settled
claims resulting from these risks have not exceeded commercial insurance coverage in
any of the past three fiscal years.

OTHER INFORMATION

METRO’s independent auditing firm, Dingus & Daga, has rendered an unqualified
auditors’ report on METRO’s financial statements for the fiscal year ended December 31,
2001.

METRO also participates in the Federal single audit program, which consists of a single
audit of all Federally funded programs administrated by METRO. As a requirement for
continued funding eligibility, participation in the single audit program is mandatory for
most local governments, including METRO. The single audit performed by Dingus &
Daga met the requirements set forth by the State of Ohio and the Federal Single Audit
Act of 1984 (as amended) and related OMB Circular A-133. The independent auditors’
report issued thereon noted no instances of direct and material noncompliance by
METRO with applicable State or Federal laws or regulations for the fiscal year ended
December 31, 2001.

Certificate of Achievement Program

It is the intention of METRO’s management to submit this and future CAFR’s for review
under the GFOA’s “Certificate of Achievement for Excellence in Financial Reporting”
program. Management believes the current report conforms to the program requirements
and expects that participation will result in continued improvement in METRO’s
financial reporting in future years.
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INDEPENDENT AUDITORS' REPORT

Board of Trustees
Metro Regional Transit Authority
Akron, Ohio

We have audited the accompanying balance sheets of the Metro Regional Transit
Authority (the “ Authority”) as of December 31, 2001 and 2000, and the related
statements of revenues, expenses and changes in equity and of cash flows for the years
then ended. These financial statements are the responsibility of the Authority’s
management. Our responsibility is to express an opinion on these financial statements
based on our audits. We did not audit the financial statements of the Authority for the
year ended December 31, 2000. Those financial statements were audited by other
auditors whose report has been furnished to us, and our opinion, insofar as it relates to the
financial statements audited by other auditors included for the Authority, is based solely
on the report of the other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, based on our audit and the report of other auditors, such financial
statements referred to above present fairly, in all material respects, the financial position
of the Authority as of December 31, 2001 and 2000, and the results of its operation and
its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

As discussed in Note 1, the Authority adopted the provisions of Governmental
Accounting Standards Board Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions.



The statistical data on pages 35-48 are presented for purposes of additional analysis and
is not a required part of the basic financial statements of the Metro Regional Transit
Authority. Such additional information has not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no
opinion on it.

Qéfmt bnd E),&/d-, .

Shaker Heights, Ohio
April 26, 2002



METRO REGIONAL TRANSIT AUTHORITY

BALANCE SHEETS

DECEMBER 31, 2001 AND 2000

ASSETS

CURRENT ASSETS:

Cash and cash equivalents (Note 2)

Investments (Note 2)

Receivables:
Sales taxes
Federal operating assistance
State operating assistance
Trade and other

Materials and supplies inventory
Prepaid expenses

Total current assets

RESTRICTED ASSETS:
Cash and cash equivalents (Note 2)
Federal capital assistance receivable

Total restricted assets

PROPERTY, FACILITIES AND EQUIPMENT:
Land
Land improvements
Buildings and improvements
Transportation equipment
Other equipment
Total
Less: Accumulated depreciation

Property, facilities and equipment - net

OTHER ASSETS:
Notes receivable

Other assets

Total other assets

TOTAL ASSETS

See accompanying notes to financial statements.

2001 2000
$ 1,876,468 $ 3,337,698
872,500 854,001
2,780,469 2,505,449
939,874 467,342
422,137 348,127
23,649 1,578,416
6,915,097 9,091,033
26,068 7,185
115,094 59,979
141,162 67,164
574,033 300,014
13,053,765 13,053,765
9,764,949 9,762,258
37,141,525 37,761,180
8,623,805 4,318,945
69,158,077 65,196,162
28,089,377 26,232,613
41,068,700 38,963,549
30,000 35,000
54,862 30,341
84,862 65,341
$ 48,209,821 $ 48,187,087




METRO REGIONAL TRANSIT AUTHORITY

BALANCE SHEETS

DECEMBER 31, 2001 AND 2000

LIABILITIES AND EQUITY

CURRENT LIABILITIES:
Bonds payable - current maturities (Note 3)
Accounts payable
Accrued payroll
Accrued payroll taxes
Other liabilities

Total current liabilities

NONCURRENT LIABILITIES:
Bonds payable, less current maturities (Note 3)
Deferred capital grant

Total noncurrent liabilities
Total liabilities
EQUITY:
Contributed capital:

Federal grants

State grants
Total contributed capital

Retained earnings

Total equity

TOTAL LIABILITIES AND EQUITY

See accompanying notes to financial statements.

2001 2000
$ 250,000 $ 235,000
557,172 524,579
1,014,367 1,088,551
444,976 491,729
278,348 312,639
2,544,863 2,652,498
1,515,000 1,765,000
41,359 105,036
1,556,359 1,870,036
4,101,222 4,522,534
29,909,785 34,941,047
1,611,911 1,757,417
31,521,696 36,698,464
12,586,903 6,966,089
44,108,599 43,664,553

$ 48,209,821

$ 48,187,087
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METRO REGIONAL TRANSIT AUTHORITY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN EQUITY
YEARS ENDED DECEMBER 31, 2001 AND 2000

OPERATING REVENUES:
Passenger fares
Charter revenue
Advertising and concessions
Total operating revenues

OPERATING EXPENSES:
Labor
Fringe benefits (Note 4)
Materials and supplies
Services
Utilities
Casualty and liability
Taxes
Purchased transportation service
Miscellaneous
Total operating expenses excluding depreciation

OPERATING LOSS BEFORE DEPRECIATION EXPENSE

DEPRECIATION EXPENSE:
On assets acquired with capital grants
On other assets
Total depreciation expense

OPERATING LOSS

NON-OPERATING REVENUES (EXPENSES):
Sales tax revenue
Federal operating grants and reimbursements (Note 6)
State operating grants, reimbursements
and special fare assistance (Note 6)

Student fare and other assistance
Investment income
Interest income
Interest expense
Cost of comprehensive transportation study
Other

Total non-operating revenues - net

NET LOSS BEFORE CAPITAL CONTRIBUTION
CAPITAL CONTRIBUTIONS (Note 1)
NET PROFIT (LOSS)

See accompanying notes to financial statements.

2001 2000
3,534,850 $ 3,631,684
180,596 187,804
274,868 422,413
3,990,314 4,241,901
13,189,822 12,193,783
6,027,924 5,567,436
3,103,817 3,669,211
1,169,490 1,217,946
485,770 389,456
542,239 486,489
174,354 198,378
1,914,939 1,874,063
551,201 439,113
27,159,556 26,035,875

(23,169,242)

(21,793,974)

5,176,768 4,482,492
316,300 198,375
5,493,068 4,680,867
(28,662,310) (26,474,841)
16,471,661 16,715,885
2,723,040 3,604,630
1,965,532 2,045,497
1,250,698 1,073,168
17,769
167,902 317,637
(129,805) (143,500)
(570,154) (1,649,238)
202,075 48,737
22,098,718 22,012,816
(6,563,592) (4,462,025)
7,007,638
444,046 $  (4,462,025)
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METRO REGIONAL TRANSIT AUTHORITY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN EQUITY

YEARS ENDED DECEMBER 31, 2001 AND 2000

BALANCES AT DECEMBER 31, 1999

CAPITAL CONTRIBUTIONS

NET LOSS FOR 2000

DEPRECIATION ON ASSETS
ACQUIRED WITH CAPITAL GRANTS

BALANCES AT DECEMBER 31, 2000

NET PROFIT FOR 2001

DEPRECIATION ON ASSETS
ACQUIRED WITH CAPITAL GRANTS

BALANCES AT DECEMBER 31, 2001

Contributed Capital Retained
Federal Grants State Grants Earnings Total

$ 31,948,004 $ 1,758,398 $ 6,945,622 $ 40,652,024
7,339,044 135,510 7,474,554
(4,462,025) (4,462,025)

(4,346,001) (136,491) 4,482,492
34,941,047 1,757,417 6,966,089 43,664,553
444,046 444,046

(5,031,262) (145,506) 5,176,768
$ 29,909,785 $ 1,611,911 $ 12,586,903 $ 44,108,599

See accompanying notes to financial statements.
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METRO REGIONAL TRANSIT AUTHORITY

STATEMENT OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2001 AND 2000

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Net cash used in operating activities

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:

Sales taxes received

Operating grants and other assistance received

Comprehensive transportation study expenditures

Principal paid on bonds

Interest paid on bonds

Other

Net cash provided by non-capital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING

ACTIVITIES:
Capital grants received
Acquisition and construction of fixed assets
Net cash used by investing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Cash payments for investments - net
Interest received from investments
Net cash provided by investing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED IN OPERATING ACTIVITIES:

Operating loss
Adjustments to reconcile operating loss to net cash used
in operating activities:
Depreciation
Change in assets and liabilities:
Accounts receivable-trade
Materials and supplies inventory
Prepaid expenses
Accounts payable
Accrued payroll
Accrued payroll taxes

Other current liabilities

NET CASH USED IN OPERATING ACTIVITIES

See accompanying notes to financial statements.

2001 2000
3,517,782 $ 4089410
(12,490,675) (15,150,035)
(13,310,759) (12,127,029)

(22,283,652)

(23,187,654)

16,196,641 16,753,982
5,939,270 6,752,775
(570,154) (1,649,238)
(235,000) (225,000)
(129,805) (143,500)
182,554 58,865
21,383,506 21,547,884
6,888,846 7,545,551
(7,598,219) (7,842,038)
(709,373) (296,487)
(730) (140,952)
167,902 317,637
167,172 176,685
(1,442,347) (1,759,572)
3,344,883 5,104,455
1,902,536 $ 3,344,883
(28,662,310) $  (26,474,841)
5,493,068 4,680,867
(472,532) (152,491)
(74,010) 61,368
1,554,767 (1,560,572)
32,593 106,657
(74,184) 41,210
(46,753) 25,544
(34,291) 84,104
(22,283,652) $  (23,187,654)
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2001 and 2000

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization — Metro Regional Transit Authority (““Metro” or the ““ Authority”’) was
created pursuant to Sections 306.30 through 306.71 of the Ohio Revised Code for the
purpose of providing public transportation in Summit County, Ohio. As a political
subdivision it is distinct from, and is not an agency of, the State of Ohio or any other
local governmental unit. The Authority is not subject to federal or state income taxes.

Under Ohio law, the Authority is authorized to levy a sales and use tax for transit
purposes, including both capital improvement and operating expenses, at the rate of
.25 percent, .5 percent, 1 percent, or 1.5 percent if approved by a majority of the
electors residing within the territorial boundaries of the Authority. Such a sales and
use tax is in addition to the sales and use taxes levied by the State of Ohio and summit
County. During 1990, the voters of Summit County approved a .25 percent sales and
use tax with no limit on its duration.

The Authority is managed by a 12-member Board of Trustees and provides virtually
all mass transportation within Summit County.

Reporting Entity — The Authority has adopted the provisions of Statement No. 14 of
the Governmental Accounting Standards Board (“GASB”) regarding the definition of
the financial reporting entity. Accordingly, the accompanying financial statements
include only the accounts and transactions of the Authority. Under the criteria
specified in Statement No. 14, the Authority has no component units nor is it
considered a component unit of any other entity.

These conclusions regarding the financial reporting entity are based on the concept of
financial accountability. The Authority is not financially accountable for any other
organization nor is any other organization accountable for Metro. This is evidenced
by the fact that the Authority is a legally and fiscally separate and distinct
organization under the provisions of the Ohio Revised Code.

Basis of Accounting — The Authority follows the accrual basis of accounting,
whereby revenues and expenses are recognized in the period earned or incurred. The
measurement focus is on determination of net income, financial position and cash
flows. All transactions are accounted for in a single enterprise fund.
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1.

METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

In accordance with Statement No. 20 of the GASB, Accounting and Financial
Reporting for Proprietary Funds and Other Governmental Entities that use Proprietary
Fund Accounting, the Authority has elected not to apply the provisions of the
Statements and Interpretations of the Financial Accounting Standards Board issued
after November 30, 1989.

Nonexchange Transactions - In fiscal year 2001, the Authority implemented the
provisions of Governmental Accounting Standards Board Statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions. This statement
requires that capital contributions be recognized as revenue and not as contributed
capital. Accordingly, during the year ended December 31, 2001 $7,007,638 in capital
contribution were recognized as revenue in the statement of revenue and expenses for
the Authority.

The Authority will continue applying all applicable pronouncements issued by the
GASB.

Cash and Cash Equivalents — For purposes of the statement of cash flows, the
Authority considers all highly liquid investments (including restricted assets) with a
maturity, at date of purchase, of three months or less to be cash equivalents. Cash
and cash equivalents are carried at cost, which approximates fair value.

Investments — The Authority’s investments are stated at fair value

Materials and Supplies Inventory — Materials and supplies inventory is stated at cost
(average cost method). Inventory generally consists of maintenance parts and
supplies for rolling stock and other transportation equipment.

Property, Facilities and Equipment — Property, facilities and equipment are stated at
historical cost. The cost of maintenance and repairs is charged to operations as
incurred.

Depreciation is computed using the straight-line method over the estimated useful

lives of the respective assets, as follows:
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Description Years
Building and improvements 20-40

Land improvements 20
Transportation equipment 5-15

Other equipment 3-15

Depreciation recognized on assets acquired or constructed through grants externally
restricted for capital acquisitions is closed to the appropriate contributed capital
account. Net income (loss) adjusted by the amount of depreciation on fixed assets
acquired in this manner is closed to retained earnings.

Restricted Assets — Restricted assets consist of monies and other resources, the use of
which is legally restricted for capital acquisition and construction and debt service.

Recognition of Revenue, Receivables and Deferred Revenues — Passenger fares are
recorded as revenue at the time services are performed.

Sales tax revenues are recognized for the month collected by the State of Ohio.

The Federal Transit Administration (“FTA”) and the Ohio Department of
Transportation (“ODOT”) provide financial assistance and make grants directly to the
Authority for operations and acquisition of property and equipment. Operating grants
and special fare assistance awards made on the basis of entitlement periods are
recorded as grant receivables and revenue over the entitlement period. Capital grants
for the acquisition of property and equipment (reimbursement type grants) are
recorded as grant receivables and credited to contributed capital when the related
qualified expenditures are incurred. Capital grants are amortized to retained earnings
in the amount of the annual depreciation on assets acquired with capital grants.
Capital grant funds received in advance of project costs being incurred are deferred.

Compensated Absences — The Authority accrues vacation as earned by its employees.

Because rights to sick pay do not vest, Metro recognizes such costs when they are
incurred.
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2.

METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

DEPOSITS AND INVESTMENTS

The investment and deposit of Authority monies are governed by the provisions of
the Ohio Revised Code. In accordance with these statutes, only banks located in Ohio
and domestic building and loan associations are eligible to hold public

deposits. The statutes also permit the Authority to invest in certificates of deposit,
savings accounts, money market accounts, the State Treasurer’s investment pool
(“STAROhio”), and obligations of the United States government and certain agencies
thereof. The Authority may also enter into repurchase agreements with eligible
depository or any eligible security dealer who is a member of the National
Association of Securities Dealer for a period not exceeding 30 days.

Public depositories must give security for all public funds on deposit. These
institutions may either specifically collateralize individual accounts in lieu of amounts
insured by the Federal Deposit Insurance Corporation (“FDIC”) or may pledge a pool
of government securities that have a face value that is at least 110 percent of the total
value of public monies on deposit at the institution. Repurchase agreements must be
secured by the specific government securities upon which the repurchase agreements
are based. These securities must be obligations of or guaranteed by the United States
and mature or be redeemable within five years of the date of the related repurchase
agreement. The market value of the securities subject to a repurchase agreement must
exceed the value of the principal by two percent and be marked to market daily. State
law does not require that security for public deposits and investments be maintained
in the Authority’s name.

The Authority is prohibited from investing in any financial instrument, contract, or
obligation whose value or return is based upon or linked to another asset or index, or
both, separate from the financial instruments, contract, or obligation itself (commonly
known as a “derivative”). The Authority is also prohibited from investing in reverse
repurchase agreements.

As of December 31, 2001, the Authority maintains unrestricted cash and cash
equivalents of $1,876,468, restricted cash and cash equivalents of $26,068 and
investments of $872,500. The total cash, cash equivalents and investments of
$2,775,036 consist of $888,169 in deposits and $1,886,867 in investments.
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METRO REGIONAL TRANSIT AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

2. DEPOSITS AND INVESTMENTS (Cont’d)
Deposits

At December 31, 2001, the carrying amount of the Authority’s deposits was $888,169
and the bank balance was $406,493, $200,000 of which was covered by the FDIC and
$206,493 of which was uninsured and uncollateralized as defined by the GASB. The
uncollateralized deposits were, however, covered by a pledged collateral pool not
held in the Authority’s name, as permitted under Ohio law.

Investments

The Authority’s investments are categorized below in accordance with the criteria
established by the GASB to indicate the level of credit risk assumed as of December
31,2001. Category 1 includes investments that are insured or registered, or for which
the securities are held by the Authority or its agent in the Authority’s name. Category
2 includes uninsured and unregistered investments for which the securities are held by
the counterparty’s trust department or agent in the Authority’s name. Category 3
includes uninsured and unregistered investments for which securities are held by the
counterparty or by its trust department or agent but not in the Authority’s name.

Fair Value
Risk Category Carrying
Description 1 2 3 Amount Cost
Repurchase Agreements $1,014,367 $1,014,367 $1,014,367
U.S. Government Securities $ 872,500 872,500 854,731
Total $ 872,500 $1,014,367 $1,886,867 $1,869,098

3. DEBT

In June 1992, the Authority issued general obligation bonds, which are tax-exempt
and have annual maturity dates through 2007. Bonds maturing on and after
December 1, 2001 are subject to optional redemption by the Authority prior to
maturity, beginning December 1, 2000. The outstanding bonds have varying interest
rates of 6.3 percent to 6.8 percent.

A summary of the Authority’s future debt service requirements to retire the general
obligation bonds as of December 31, 2001 is as follows:
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

3. DEBT (Cont’d)

Principal Interest
2002 $ 250,000 $ 116,520
2003 265,000 100,770
2004 285,000 83,678
2005 300,000 65,010
2006 320,000 23,460
Thereafter 345,000 45,060
Total $1,765,000 $ 434,498

4. EMPLOYEE RETIREMENT PLANS

Plan Description — All employees of the Authority are required to be members of the
Public Employees Retirement System of Ohio (“PERS”), a cost-sharing, multiple-
employer defined benefit pension plan. PERS provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Authority to establish and amend benefits is provided by State statute
per Chapter 145 of the Ohio Revised Code. PERS issues a stand-alone financial
report that includes financial statements and required supplementary information.
The financial report may be obtained by making a written request to the Public
Employees Retirement System of Ohio, 277 East Town Street, Columbus, Ohio
43215-4642 or by calling (614) 466-2085 or 1-800-222-PERS (7377).

Funding Policy — The Ohio Revised Code provides statutory authority for employee
and employer contributions. Employees are required to contribute 8.5 percent of their
covered payroll to PERS. The 2001 employer contribution rate for local government
employer units was 13.55 percent of covered payroll including 4.3 percent used to
fund post retirement health care benefits. The 2000 rate reflected a temporary 20
percent rate rollback. The Authority’s total contributions to PERS for pension
benefits (excluding the amount relating to postretirement benefits) for the years ended
December 31, 2001 and 2000 were $1,784,108 $897,000, respectively, equal to 100
percent of the required contribution in each year.

Health Care — PERS provides postretirement health care coverage to age and service
retirees with 10 or more years of qualifying Ohio service credit. Health care coverage

for disability recipients and primary survivor recipients is available.
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

4. EMPLOYEE RETIREMENT PLANS (Cont’d)

The health care coverage provided by PERS is considered an Other Postemployment
Benefit (“OPEB”) as described in GASB Statement No. 12. A portion of each
employer’s contribution to PERS is set aside for the funding of postretirement health
care. The Ohio Revised Code provides statutory authority for employer
contributions.

The portion of the employer contribution rate used to fund health care for 2001 and
2000 was 4.3 percent and 4.3 percent, respectively, of covered payroll in each year.
During 2001 and 2000, $566,180 and $590,000, respectively, of Metro’s total
contribution to PERS was used for postretirement benefits. At December 31,
2001, the Authority was not responsible for paying premiums, contributions, or
claims for OPEB under PERS for any retirees, terminated employees, or other
beneficiaries.

OPEB?’s are financed through employer contributions and investment earnings
thereon. The contributions allocated to retiree health care, along with investment
income or allocated assets and periodic adjustments in health care provisions are
expected to be sufficient to sustain the program indefinitely.

The OPEB is advanced-funded on an actuarially determined basis through employer
contributions and investment earnings thereon. The principal assumptions used for
the 2000 actuarial computations (latest available) were as follows:

Funding Method. An entry-age normal actuarial cost method of valuation is used
in determining the present value of OPEB. The difference between assumed and
actual experience (actuarial gains and losses) becomes part of unfunded actuarial
accrued liability.

Assets Valuation Method. All investments are carried at market value. For
actuarial valuation purposes, a smoothed market approach is used. Under this
approach, assets are adjusted annually to reflect 25% of unrealized market

appreciation or depreciation on investment assets.

Investment Return. The investment assumption rate for 2000 was 7.75 percent.
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

4. EMPLOYEE RETIREMENT PLANS (Cont’d)

Active Employee Total Payroll. An annual increase of a 4.75 percent, compounded
annually, is the base portion of the individual pay increase assumption. This assumes
no change in the number of active employees. Additionally, annual pay increases,
over and above the 4.75 percent base increase, were assumed to range from .54
percent to 5.1 percent.

Health Care. Health care costs were assumed to increase 4.75 percent annually.

At December 31, 2000 (latest information available), there were 411,076 active
participants contributing to the Plan. The Authority’s actuarially required OPEB
contribution for 2000 equaled the amount contributed to PERS by Metro. In addition,
at December 31, 2000, the actuarial value of the Plan’s net assets available for OPEB
approximated $11.7 billion and the actuarial accrued liability and the unfounded
actuarial accrued liability, based on the actuarial cost method used, were 14.4 billion
and $2.6 billion, respectively.

5. CONTINGENCIES

Federal and State Grants — Under the terms of the various grants, periodic audits are
required where certain costs could be questioned as not being an eligible expenditure
under the terms of the grant. At December 31, 2001, there were no significant
questioned costs that had not been resolved with the applicable federal and state
agencies. Questioned costs could still be identified during audits to be conducted in
the future. In the opinion of the Authority’s management, no material grant
expenditures will be disallowed.

Contract Disputes and Legal Proceedings — The Authority has been named as a
defendant in certain contract disputes and other legal proceedings. Although the
eventual outcome of these matters cannot be predicted, it is the opinion of
management that the ultimate outcome is not expected to have a material effect on the
Authority’s financial position.

6. FEDERAL AND STATE GRANTS, REIMBURSEMENTS AND SPECIAL FARE
ASSISTANCE

Grants, reimbursements and special fare assistance in the statements of revenues and
expenses for the years ended December 31, consist of the following:
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

6. FEDERAL AND STATE GRANTS, REIMBURSEMENTS AND SPECIAL
FARE ASSISTANCE (Cont’d)

2001 2000

FEDERAL:

FTA Maintenance and Other Assistance $2,608,923 $3,436,576
FTA Planning Grants 114,117 168.054
Total $2,723.040 $3.604.630
STATE:

ODOT Maintenance and Other Assistance $1,579,479 $1,632,418
ODOT Elderly Fare Assistance 218,202 215,416
ODOT Fuel Tax Reimbursement 154,921 180,034
ODOT Other Assistance 12,930 17,629
Total $1,965,532 $2,045,497

7. RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts, theft of, damage to
and destruction of assets, flood and earthquake, errors, and omissions employment
related matters, injuries to employees and employee theft and fraud. Effective
December 31, 1994, the Authority joined together with certain other transit authorities
in the state to form the Ohio Transit Insurance Pool Association, Inc. (“OTIP”), a joint
self insurance pool pursuant to Section 2744.081 of the Ohio Revised Code, currently
operating as a common risk management and insurance program for eight member
transit agencies. The Authority pays an annual premium to OTIP for its general
insurance coverage and quarterly pays into a loss and administration fund pursuant to
its bylaws. The Agreement of Formation of OTIP provides that OTIP will be self-
sustaining through member premiums and will reinsure through commercial
companies for property damage and claims in excess of $100,000 and all liability
claims in excess of $250,000 for each insured occurrence. The Authority is
responsible for the first $1,000 of any claim or occurrence and amounts in excess of
$25 million for liability claims.
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METRO REGIONAL TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONT’D)

Years Ended December 31, 2001 and 2000

7. RISK MANAGEMENT (Cont’d)

The Authority continues to carry commercial insurance for all other risks of loss,
including workers’ compensation and employee health and accident insurance. Settled
claims resulting from these risks have not exceeded commercial insurance coverage in
any of the past three fiscal years.

8. NEW ACCOUNTING STANDARDS

The GASB has issued Statement No., 34 Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments. This
statement establishes accounting standards for revise accounting and reporting
standards for general purpose external financial reporting by governmental units.
Statement No. 34 is effective for the year ending December 31, 2003. The Authority
has not completed an analysis of the impact of this statement on its reported financial
condition and results of operation.
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METRO Regional Transit Authority

Demographic Statistics

Median Median
Year Population Age Income
1960 513,569 28.9 $6,896
1970 553,371 27.8 $11,058
1980 524,472 31.0 $18,381
1990 514,990 343 $28,996
2000 542,899 37.2 $38,774

Unemployment
Year Rate
1992 6.9%
1993 6.0%
1994 5.1%
1995 4.5%
1996 4.6%
1997 4.4%
1998 4.0%
1999 4.2%
2000 4.0%
2001 4.1%

Note: All information is presented for Summit County, Ohio
Sources: U.S. Bureau of Census, Bureau of Labor Statistics



METRO Regional Transit Authority

Revenue and Operating Assistance - Comparison to Industry Trend Data
Last Ten Years

TRANSPORTATION INDUSTRY (1):

OPERATING AND OTHER REVENUE OPERATING ASSISTANCE
STATE & TOTAL
YEAR PASSENGER OTHER (2) TOTAL LOCAL (3) FEDERAL TOTAL REVENUES
1992 37.5% 4.9% 42.4% 51.7% 5.9% 57.6% 100.0%
1993 36.8% 4.4% 41.2% 53.2% 5.6% 58.8% 100.0%
1994 37.6% 12.6% 50.2% 44.7% 5.1% 49.8% 100.0%
1995 38.9% 13.4% 52.3% 43.6% 4.1% 47.7% 100.0%
1996 37.6% 15.5% 53.1% 44.0% 2.9% 46.9% 100.0%
1997 40.1% 15.6% 55.7% 41.3% 3.0% 44.3% 100.0%
1998 40.8% 15.2% 56.0% 40.1% 3.9% 44.0% 100.0%
1999 37.3% 16.4% 53.7% 42.4% 3.9% 46.3% 100.0%
2000 36.1% 17.4% 53.5% 42.4% 4.1% 46.5% 100.0%
2001 *
METRO Regional Transit Authority
OPERATING AND OTHER REVENUE OPERATING ASSISTANCE
STATE & TOTAL
YEAR PASSENGER OTHER (2) TOTAL LOCAL (3) FEDERAL TOTAL REVENUES
1992 12.4% 1.4% 13.8% 73.3% 12.9% 86.2% 100.0%
1993 12.7% 1.7% 14.4% 72.6% 13.0% 85.6% 100.0%
1994 12.5% 2.0% 14.6% 74.8% 10.6% 85.4% 100.0%
1995 14.5% 2.9% 17.4% 73.6% 9.0% 82.6% 100.0%
1996 14.2% 2.5% 16.7% 76.8% 6.5% 83.3% 100.0%
1997 13.5% 2.8% 16.4% 71.8% 11.8% 83.6% 100.0%
1998 13.1% 3.4% 16.4% 73.9% 9.7% 83.6% 100.0%
1999 12.9% 3.5% 16.4% 70.7% 12.9% 83.6% 100.0%
2000 12.9% 3.5% 16.4% 70.7% 12.9% 83.6% 100.0%
2001 13.2% 3.1% 16.3% 73.5% 10.2% 83.7% 100.0%

(1) Source: The American Public Transit Association, "APTA 2001 Transit Fact Book"

(2) Includes auxiliary transportation revenues, interest, and other non-transportation revenues

(3) Includes local tax revenues, state/federal grant assistance and fuel tax reimbursement

* Information not available

39



sasuadxH [ saIe] JO3uassed M

S

N\ ¢

S & ¢© © & & LE
LML S S SR S SHY S S S S C S S

- 000°000°S$

| [ 000°000°01$
| 000°000°ST$
I - 000°000°0T$
- 000°000°ST$

Iy EEEE %

000°000°0€$

SIBI X U], ISt - sasuadxy
suneIdd( ‘sA sdaeJ J93udssed




SIB X U] 1SBT - (9) oney AIA00Y X0qdie] I

100C 000C 6661 8661 LO6O6T 9661 S661 V661 L6061 CO61

SIB X U] 1S - (9) oney AIDA02Y X0qdie]

%00

%0°S

%001

%0°G1

%0°0¢

%0°5C




yoday juounaedo Suruueld S,O0Y. LN 99108

INOH JOTYIA Jod sasuadxi —

[100C 000C 6661 8661 LO6O6I 9661 S661 7661 £661 C661

SIBI X Ud ] ISeT - JNOH
PIYI A J3d sdsuadxy sunerdadQ

00°S¢S
00°0%$
00°S+$
00°0S$

00°SSS




METRO Regional Transit Authority

Operating Expenses - Comparison to Industry Trend Data
Last Ten Years

TRANSPORTATION INDUSTRY (1):

Labor &
Year Fringes
1992 73.2%
1993 71.1%
1994 70.7%
1995 72.3%
1996 71.6%
1997 72.2%
1998 71.7%
1999 70.9%
2000 69.8%

2001 *

METRO Regional Transit Authority (2)

Labor &
Year Fringes
1992 69.7%
1993 70.4%
1994 70.7%
1995 71.3%
1996 71.9%
1997 71.3%
1998 69.8%
1999 71.9%
2000 63.7%
2001 68.9%

Material & Casualty & Purchased Total
Supplies Services  Utilities  Liability Transportation Other  Expenses
9.4% 5.6% 3.7% 3.3% 8.9% -4.1% 100.0%
8.8% 5.3% 3.6% 3.4% 10.4% -2.6% 100.0%
8.9% 4.7% 3.6% 3.4% 10.9% -2.2% 100.0%
9.1% 5.0% 3.5% 2.9% 9.2% -2.0% 100.0%
9.3% 5.1% 3.6% 2.8% 9.9% -2.3% 100.0%
9.4% 5.6% 3.7% 2.7% 9.1% -2.7% 100.0%
6.0% 9.4% 3.5% 2.4% 10.1% -3.1% 100.0%
9.2% 5.9% 3.3% 2.2% 11.5% -3.0% 100.0%
10.0% 5.7% 3.2% 2.2% 12.2% -3.1% 100.0%
0.0%
Material & Casualty & Purchased Total
Supplies Services  Utilities  Liability Transportation Other  Expenses
11.2% 3.9% 0.9% 3.2% 7.1% 4.0% 100.0%
11.0% 4.2% 1.0% 2.6% 7.3% 3.5% 100.0%
10.0% 4.0% 1.2% 2.7% 8.0% 3.4% 100.0%
10.0% 3.7% 0.9% 2.4% 8.4% 3.3% 100.0%
10.5% 3.9% 0.9% 2.2% 7.5% 3.1% 100.0%
11.6% 3.7% 1.1% 1.9% 7.3% 3.1% 100.0%
11.6% 3.9% 1.3% 2.3% 7.8% 3.3% 100.0%
9.7% 4.1% 1.4% 2.2% 7.5% 3.2% 100.0%
13.2% 4.3% 1.4% 1.7% 6.7% 9.0% 100.0%
11.1% 4.1% 1.7% 1.9% 6.9% 5.2% 99.8%

(1) Source: The American Public Transit Association, "APTA 2001 Transit Fact Book"

(2) Source: METRO's annual financial audited statements

* Information not available
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METRO Regional Transit Authority

Fare Rate Structure as of December 31, 2001

Cash fares
General $ 1.00
Senior / Disability 0.50
North Coast Express 3.00
SCAT 1.15
SCAT ADA 2.00
Tickets/Passes
10 Ride Pass - General $ 8.50
10 Ride Pass - Senior / Disability 5.00
10 Ride Pass - North Coast Express 25.00
31 Day Pass
General $32.00
Senior / Disability 20.00
20 Ride Ticket 20.00

Source: METRO's Fare resolution passed by the Board of Trustees

46



47

uonexe] Jo juowieda( o1yQ oY} JO UOISIAL(J SUBUNOIIY JNUIADY O} JO SPIOOIT WOIJ I8 UMOYS SAINTI,{ :90IN0S

LST'8LO9T  LOO'SPS'OT 160°€8TST  1T8°008‘V1 69S°LLOET  HOSCELEl  S6STELTI  69L°016°TT  S69°€09°01 860186 1661 ‘1099  %sT0  OILAN
IPSSLI'0T  STIETE0l 6T8°9L8°6  LSSILO6  SOE009°C 0 0 0 0 0 L661 ‘TINf  %STO VIdvS
8TLBI96°TE  6S9°8LOTE ¥8S'SHY 1€  €9L°6L9°6T 190°ST6'ST  YEIITLLT S06°TIILT 0EYT8T9T  €€T°909°ST 0£0°8T8°1T 0861 ‘TOINf %050  VIJAIN
96S°SLI‘L  SS6°0EI°L  89S'TEL'9  998°8IL9  LPP'ET6'S  TIP8PI'S  1€0°€SH'S  TIL0TOS  S6S'8ESy  €0S°9TCY 8861 ‘103nY  %ST0  uenANE]
vTT 1091y 611°8TITY  6LS°€91°0V  LOE'SHY O 99TOISHE  LLI006TE  LS6°S9S0E  TO9'EL8'LT €ITHOE'ST 979 1SS €T 0661 ‘T0QPd  %STO V10D
888°€T8°LST S9S166°191 9¥9 SOV IST TSL'881°9VT SOTHSY'8ET LTOTLLTET 00TTLLLTT 68L°980°8IT 6LI°00L'80T £S0V89°TOT SL6T ‘1000 %00°1 VIdOD

100T 000T 6661 8661 L661 9661 S661 Y661 £661 661 pesodwy oyeq  oyey w)sAg

SIBOX UQT ISeT

OIY() UI SALIOYINY JISUeIL], [BUOISY JoyI() 0} uosuedwo)) - XeJ, so[es

Aoyiny jsuel], [euoI3Y OV ILAN



METRO Regional Transit Authority

Miscellaneous Statistics

Date METRO was created

Form of Government

Number of Trustees

Type of tax support

Size of service area (Square miles)
Population of County (2000)
Miles of routes
Number of buses

Motor bus

Demand Response

Number of routes

Customer Service information calls answered (2001)

SCAT Reservation Clerks calls answered (2001)

August 26, 1969

Board of Trustees

12

1/4 of 1 percent
sales and use tax
for Summit County

419.92
542,899

411.1

144
68

44

224,000

151,060
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370
Facsimile  614-466-4490

METRO REGIONAL TRANSIT AUTHORITY

SUMMIT COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
AUGUST 22, 2002
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