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== * 35 North Fourth Street, 1% Floor
Columbus, Ohio 43215

s =~ —Telephone 614-466-4514

Jim PETRO, AUDITOR OF STATE - - T B00-282-0370
- ' Facsimile 614-728-7398

STATE OF OHIO
OEFICE OF THE AUDITOR

Board of Trustees
Lorain County Transit

We have reviewed the Independent Auditor's Report of the Lorain County Transit, Lorain
County, prepared by James G. Zupka, CPA, Inc. for the audit period January 1, 1999 through
December 31, 1999. Based upon this review, we have accepted these reports in lieu of the audit
required by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying
financial statements and, accordingly, we are unable to express, and do not express an opinion
on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected
by the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the
Auditor of State, regulations and grant requirements. The Lorain County Transit is responsible
for compliance with these laws and regulations.

May 24, 2000
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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Lorain County Transit
Elyria, Ohio

We have audited the accompanying financial statements of Lorain County Transit (the Transit), a
component unit of Lorain County, Ohio, as of December 31, 1999 and 1998, and for the years then
ended, as listed in the foregoing Table of Contents. These financial statements are the responsibility
of the management of the Transit. Qur responsibility is to express an opinion on these financial
statements based on our audit.

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

In our opinion, such financial statements present fairly, in all material respects, the financial
position of the Transit, as of December 31, 1999 and 1998, and the results of its operations and its
cash flows for the years then ended in conformity with generally accepted accounting principles.

As discussed in Note 1 to the financial statements, the TranSIt is dependent on Loraln County for
operating and capital subsidies. : : ’

In accordance with Government Auditing Standards, we have also issued a report dated April 14,
2000 on our consideration of the Transit’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts, and grants.



Our audit was performed for the purpose of forming an opinion on the financial statements of the
Transit, taken as a whole. The accompanying Supplemental Schedule of Expenditures of Federal
Awards for the year ended December 31, 1999 and 1998 is presented for the purpose 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 tequired part of the financial

statements.
%mupka /i -
April 14, 2000 , Certified Public Accountant



LORAIN COUNTY TRANSIT
BALANCE SHEET '
DECEMBER 31, 1999 AND 1998

Current Assets 1999 1998
Cash and Cash Equivalents $ 236,449 $§ 114,904
Receivables: , -
Due from Federal Agencies 244 952 337,498
Due from State Agencies 154,944 66,816
Due from Local Agencies 55,161 82,121
Prepaid Insurance 2,628 0
Total Current Assets 694,134 601,339
Faciliti 1 Equi
Transportation Equipment 1,874,418 2,040,654
Facilities and Improvements 341,584 274,930
Office Furniture and Equipment 65,835 - 66,745
Total 2,281,837 2,382,329
Less: Accumulated Depreciation 936,881 1,098,423
Net Facilities and Equipment 1,344,956 . 1,283,906
Total Assets $2,039,090 $1,885,245
LIABILITIES AND EQUITY
Accounts Payable $ 299320 § 283,789
Deferred Revenue 2,160 4,209
Accrual Payroll and Related Benefits 46,271 40,302
Total Liabilities 347,760 328,300
Equi
Contributed Capital;
Federal Grants 994,580 1,123,969
State and Local Grants 30,454 159,937
Total Contributed Capital 1,025,034 1,283,906
Retained Earnings 666,296 273,039
Total Equity 1,691,330 1,556,945
Total Liabilities and Equity $2,039,090

See accompanying notes to the financial statements.

$1,885,245




LORAIN COUNTY TRANSIT

STATEMENT OF REVENUES AND EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

OPERATING REVENUES
Passenger Fares

Contract Service Revenue
Advertising Revenue

Total Operating Revenues

EXCIL.UD TIATI

Purchased Transportation _
Administrative Salaries and Wages
Fringe Benefits

Materials and Supplies

Services

Tire Lease and Equipment Rental
Utilities

Casualty and Liability Insurance
Advertising

Miscellaneous

Total Operating Expenses Excluding Depreciation

Operating Loss Before Depreciation
Depreciation Expense (Note 1)

Operating Loss

NONOPERATING REVENUES (EXPENSES) |
Federal Operating Grants and Reimbursements (Note 6)
State Operating Grants, Reimbursements, and

Special Fare Assistance (Note 6)
Local Operating Grants and Reimbursements (Note 6)
Contributed Services
Interest Income

Net Total Operating Revenues

Net Income (Loss)

See accompanying notes to the financial statements.

] 1999 1998
- $ 177981  $ 138,704
' 0 278
4,687 6,306
182,668 145,288
1359922 1,247,954
148,758 153,896
13,801 47,314
11,088 24,513
304,854 332,737
15,397 15,883
16,265 21,273
3,600 4,965
61,572 51,092
26,543 18,019
1,961,800 1,917,646
(1,779,132)  (1,772,358)
245920 168,257
(2,025,052) (1,940,615)
1,297,158 1,098,590
414,434 327,220
439,857 445,005
20,566 47269
374 1,666
2,172,389 1,919,750
$ 147,337  $ (20,865)




LORAIN COUNTY TRANSIT )
STATEMENT OF CHANGES IN EQUITY _
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

Balance - December 31, 1997
Capital Contributions - 1998
Net Loss for 1998

Depreciation on Fixed Assets
Acquired with Capital Grants - 1998

Restatement of Compensated
Absences Liability

Balance - December 31, 1998
Capital Contributions - 1999
Net Profit for 1999

Depreciation on Fixed Assets
Acquired with Capital Grants - 1999

Disposal of Facilities and Equipment
Acquired with Capital Grants - 1999

Balance - December 31, 1999

- 1 i Capital
State
Federal and Local Retained
_ Grants __Grants _Eamings __ Total
$ 751,548 $§ 93,690 $ 82260 § 927498

506,427 100,498 0 606,925
0 0 (20,865) (20,865)
(134,006)  (34251) 168257 0
0 0 43,387 43,387

1,123,969 159,937 273,039 1,556,945

388,544 0 0 388,544
0 0 147,337 147,337
(196,736)  (49,184) 245,920 0

(321,197) (80,299) 0 {401,496)

$ 994580 $ 30454 $ 666296 $ 1,691,330

See accompanying notes to the financial statements.



LORAIN COUNTY TRANSIT
STATEMENT OF CASHFLOWS

FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

TING ACTIVITIES | o
Cash Received from Customers , S
Cash Payments to Suppliers for Goods and Services
Cash Payments to Employees for Services

Net Cash Used in Operating Activities

NONCAPITAL FINANCING ACTIVITIES
Operating and Planning Grants Received
Capital Grants Financing Operating Activities

Net Cash Provided by Noncapital Financing Activities

APITA D RELATED FINANCING ACTIVITIES
Capital Grants Received:

Federal

State and Local
Capital Expenditures

Net Cash Provided by Capital and Related Financing Activities
INVESTING ACTIVITIES

Interest Received from Investments

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

ILIATION OF
T CASH USED
Operating Loss
Adjustments to Reconcile Operatmg Loss to Net Cash
Used in Operating Activities:
Depreciation
Contributed Services
Changes in Assets and Liabilities:
Due from Local Agencies
Accounts Payable and Deferred Revenue
Accrued Payroll and Related Benefits
Prior Period Adjustment
Other Current Assets/Liabilities

Net Cash Used in Operating Activities

ERA TO
PERATING ACTIVITIES

See accompanying notes to the financial statements.

6

1999 1998
$ 209628 $ 141,890
(1,767,812)  (1,537,395)
(156,590) (230,738)
(1,714,774) ~ (1,626,243)
1228339 1,234,799
607,606 481,006
1,835,945  1715,805
388,544 506,427
0 100,498
(388,544) (606,925)
———g
374 1,666
121,545 91,228
114,904 23,676
$ 236449 $

114,904

$(2,025,052) $(1,940,615)

168,257

245,920
20,566 47,269
26,960 (46,725) -
13,491 129,143
5,969 (29,528)
0 43,327
(2,628) 2,629

$(1,714,774) $(1,626,243)




LORAIN COUNTY TRANSIT
NOTES TO THE FINANCIAL STATEMENTS =~
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

Lorain County Transit (the “Transit™) was created pursuant to Section 306.01 through
306.13 of the Ohio Revised Code for the purpose of providing public transportation in
Lorain 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 Transit is not subject to
federal or state income taxes.

The Transit is managed by a seven-member Board of Trustees and prov1des vtrtually all
public transportation within Lorain County.

Lorain County Transit has no dedicated local funding source. The Transit received local
operating subsidies from Lorain County of $276,568 and $236,568 for years 1999 and
1998, respectively. The Transit is dependant on Lorain County for operating and capital
subsidies. Management plans to continue requesting annual subsidies from Lorain
County until such time as a dedicated local funding source is obtained (e.g., sales tax
levy).

Reporting Entity

The Transit has adopted the provisions of Statement No. 14 of the Governmental
Accounting Standards Board regarding the definition of the financial reporting entity.
Accordingly, the accompanying financial statements include only the accounts and
transactions of the Transit. Under the criteria specified in Statement No. 14, the Transit
has no component units. The Transit is, however, considered to be a component unit of
Lorain County (the “County™) by virtue of the fact that the Transit’s Board of Trustees
is appointed by the Lorain County Board of Commissioners and the County’s ability to
impose its will on the Transit. These conclusions regarding the financial reporting entity
are based on the concept of financial accountability. The Trans1t is not fi nanc1a11y
accountable for any other organizations.

The Transit follows the accrual basis of accounting, whereby revenues and expenses are
recognizsd in the period earmned or incurred. The measurement focus is on determination
of net income, financial position, and cash flows. All transactxons are accounted for in
a single enterprise fund.



LORAIN COUNTY TRANSIT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998
(CONTINUED)

(Continued)

Basis of Accounting (Continued) T

In accordance with Statement No. 20 of the Governmental Accounting Standards Boara
Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities that Use Proprietary Fund Accounting, the Transit has elected not to apply the
provisions of the statements and interpretations of the Financial Accounting Standards
Board issued after November 30, 1989. " The Transit will continue applying all
applicable pronouncements issued by the Governmental Accounting Standards Board.

Cash and Investments
The Transit considers highly liquid 1nvestments with an ongmal maturity of three
months or less, to be cash equivalents. Investments with an original maturity of three
months or more are disclosed as investments.

As a governmental entity other than an external investment pool in accordance with
GASB 31, the Transit’s invesiments are stated at market value, except for interest-

earnings investment contracts and money market investments that have maturity of one
year or less at the time of purchase.

nt an reciation

Equipment is stated at historical cost. The costs of normal maintenance and repairs are
changed to operations as incurred.

Depreciation is computed using the straight-line method over the estimated usefu] lives
of the respective assets as follows:

Transportation Equipment ' 6-10
Other Equipment 10
Facilities ' 25

Depreciation recognized on assets acquired or constructed through grants externally
restricted for capital acquisitions are 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.



NOTE 1:

LORAIN COUNTY TRANSIT _
NOTES TO THE FINANCIAL STATEMENTS )
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

(CONTINUED)
ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Passenger fares are recorded as revenue at the time services are pcrformcd

The Federal Transit Administration (FTA) and the Ohio Department of Transportation
(ODOT) provide financial assistance and make grants directly to the Transit 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 revenues 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 received in advance of project costs being incurred are deferred.

Subsidies from various local governments/agencies are recognized when received.

The Transit records the fair value of contributed services as both operating expense and
nonoperating revenue in the statement of revenues and expenses.

In accordance with GASB Statement No. 16, Accounrzng for Compensated Absences,

vacation time is accrued as liabilities when an employee’s right to receive compensation
is attributable to services already rendered and it is probable that the employee will be
compensated through paid time off or some other means, such as cash payments at
termination or retirement. Leave time that has been earned but is unavailable for use as
paid time off or as some other form of compénsation because an employee has not met
the minimum service time requirement, is accrued to the extent that it is considered to
be probable that the conditions for compensation will be met in the future.

Sick leave is accrued using the vesting method, whereby the liability is recorded on the
basis of leave accumulated by employees who are eligible to receive termination
payments as of the balance sheet date.



LORAIN COUNTY TRANSIT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998
(CONTINUED)

NOTE 2: DEPOSITS & INVESTMENTS

Ohio law requires the classification of funds held by the Transit into three categories.
Category 1 consists of “active™ funds - those funds required to be kept in a “cash™ or
“cash equivalent” status for immediate use by the Transit. Such funds must be
maintained either as cash in the Transit treasury or in depository accounts payable or
withdrawable on demand, including negotiable order of withdrawal (INOW) accounts.

Category 2 consists of “inactive” funds - those funds not required for use within the
current two year period of designation of dep051tones Inactive funds may be deposited
or invested only as certificates of deposit maturing not later than the end of the current
period of designation of depositories.

Category 3 consists of “interim”funds - those funds which are not needed for immediate
use but which will be needed before the end of the current period of designation of
depositories. Interim funds may be invested or deposited in the following securities:

«  United States treasury notes, bills, bonds, or any other obligation or security issued
by the United States treasury or any other obhganon guaranteed as to principal or
interest by the United States;

» Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the federal
national mortgage association, federal home loan bank, federal farm credit bank,
federal home loan mortgage corporation, government national mortgage association,
and student loan marketing association. All federal agency securities shall be direct
issuances of federal government agencies or instrumentalities;

«  Written repurchase agreements in the securities listed above provided that the market
value of the securities subject to the repurchase agreement must exceed the principal
value of the agreement by at least two percent and be marked to market daily, and
that the term of the agreement must not exceed thirty days;

» Interim deposits in eligible instifution applying for interim funds;

* Bonds and other obligations of the State of Ohio,

10



LORAIN COUNTY TRANSIT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998
(CONTINUED)

NOTE 2: DEPOSITS AND INVESTMENTS (Continued ~ ____ =~ _

« No-load money market mutual funds consisting exclusively of obligations described
in the first two bullets of this section and repurchase agreements secured by such
obligations, provided that investments in securities described in this division are
made only through eligible institutions, and

+ The State Treasury Asset Reserve of Ohio (STAR Ohio).

Ohio Law requires that deposits be placed in eligible banks or savings and loan
associations located in Ohio. Any public depository in which the Transit places deposits
must pledge as collateral eligible securities of aggregate market value equal to the excess
of deposits not insured by the Federal Deposit Insurance Corporation (FDIC). The
securities pledged as collateral are pledged to a pool for each individual financial
institution in amounts equal to at least 110% of the carrying value of all public deposits
held by each institution. Obligations that may be pledged as collateral are limited to
obligations of the United States and its agencies and obligations of any state, county,
municipal corporation or other legally constituted authority of any other state or any
instrumentality of such county, municipal corporation or other authority. Based upon
criteria described in GASB Statement No. 3 “Deposits With Financial Institutions,
Investments (including Repurchase Agreements) and Reverse Repurchase Agreements,”
collateral held in single financial collateral pools with securities being held by the
pledging financial institutions” agent in the pool’s name are classified as Category 3.

The Governmental Accounting Standards Board has established risk categories for
deposits and investments as follows:

Category 1 Insured or collateralized with securities held by the Transit or by its agent
in the Transit’s name. '

Category2  Collateralized with securities held by the pledging financial institution’s
trust department or agent in the Transit’s name.

Category3  Uncollateralized or collateralized with securities held by the pledging

financial institution’s trust department or agent but not in the Transit’s
name.

11



NOTE 2:

NOTE 3:

LORAIN COUNTY TRANSIT
NOTES TO THE FINANCIAL STATEMENTS . .
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998
(CONTINUED)

DEPOSITS AND INVESTMENTS (Continued)

Investments e

Category 1 Insured or regxstered or securities held by the Transit or its agent in the
Transit’s name.

Category 2 Uninsured and unregistered, with securities held by the counterparty’s
trust department or agent in the Transit’s name.

Category3  Uninsured and unregistered, with securities held by the counterparty or _
by its trust department or agent but not in the Transit’s name. ‘

All deposits are carried at cost. At year end, the carmrying amount of the Transit’s
deposits were $236,449 and $114,904 at December 31, 1999 and 1998, respectively,
with bank balances of $506,987 and $288,210. Of the bank balances, $118,117 and
$149,494 was covered by Federal Depository Insurance in 1999 and 1998, respectively.
The remaining amount of $388,870 and $138, 716 for 1999 a.nd 1998, respectwely, was
classified as risk category 3. '

The Transit did not have any investments during 1999 and 1998.

Effective July 1, 1991, all employees of the Transit are required to be members of the
Public Employees Retirement System of Ohio (PERS), a cost-sharing, multiple-employer
pension plan.

Publi 1 Retiremen tem . B
The following information was provided by PERS of Chio to assist the Transit in

complying with GASB Statement No. 27, Accounting for Pensions by State and Local
Government Employees.

12



NOTE 3:

NOTE 4:

LORAIN COUNTY TRANSIT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998
(CONTINUED)

DEFINED BENEFIT PENSION PLAN (Continued)

Public Emplovees Retirement System (Continued)

The Lorain County Transit contributes to the Public Employees Retirement System of
Ohio (PERS), a cost-sharing, multiple-employer public employee retirement system
administered by the Public Employees Retirement Board. 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 for PERS.
That report may be obtained by writing to the Public Employees Retirement System, 277
East Town Street, Columbus, Ohio 43215.

The Ohio Revised Code provides statutory authority for employee and employer
contributions. Plan members, other than those engaged in law enforcement, are required
to contribute 8.5% of their annual covered salary to fund pension obligations and the
Transit is required to contribute 13.55% of covered payroll, 9.35% to fund the pension
benefit obligation, and 4.2% to fund health care. The contribution requirements of plan
members and the Transit are established and may be amended by the Public Employees
Retirement Board. The Transit’s required contributions to PERS for the years ended
December 1999, 1998, and 1997, were approximately $17,923, $20,247, and $9,000,
respectively, which equaled the required contribution for each vear.

The Public Employees Retirement System of Ohio (PERS) provides postretirement
health care coverage to age and service retirees with ten or more years of qualifying
Ohio service credit and to primary survivor recipients of such retirants. Health care
coverage for disability recipients is available. The health care coverage provided by the
retirement system is considered an Other Postemployment Benefit as described in GASB
Statement No. 12. A portion of each employer’s contributions to PERS is set aside for
the funding of postretirement health care. The 1998 employer contribution rate was
13.55 percent of covered payroll; 4.2 percent was the portion that was used to fund
health care for 1998. The Ohio Revised Code provides statutory authority for employer
contributions and requires employers to fund postemployment health care through their
contributions to the PERS of Ohio.

13




NOTE 4:

NOTE 3:

NOTE 6:

LORAIN COUNTY TRANSIT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

(CONTINUED)
POSTEMPLOYMENT BENEFITS {Continued)
Publi loyees Retiremen {Continued)

QOther postemployment benefits are financed through employer contributions and
investment eamings thereon. The contributions allocated to retiree health and Medicare,
along with investment income on allocated assets and periodic adjustments in health
care provisions, are expected to be sufficient to sustain the program indefinitely.

During 1998, OPEB expenditures made by PERS were $440,596,663. As of December
31, 1998, the unaudited estimated net assets available for future OPEB payments were
$9,447,325,318. At December 31, 1998, the total number of benefit recipients eligible
for OPEB through PERS was 115,579,

During 1998, the Retirement Board adopted a new calculation method for determining
employer contributions applied to other postemployment benefits. Under the new
method, employer contributions, equal to 4.2% of member covered payroll, are used to
fund health care expenses. Under the prior method, accrued liabilities and normal cost
rates were determined for retiree.

CONTINGENCIES

E 1an rants

Under the terms of the various grants, periodic audits are required where certain costs
could be guestioned as not being an eligible expenditure under the terms of the grant.
Questioned costs could be identified during audits to be conducted in the future. In the
opinion of the Transit’s management, no material grant expenditures will be disallowed.

GRANTS, REIMBURSEMENTS, AND SPECIAL FARE ASSISTANCE

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

1999 1998
Federal
FTA Operating Assistance o B $ 455413 § 490,519
FTA Planning Grants 109,136 164,872
FTA Capital Grants Reimbursing Operating Expenses 732,609 443,199
Total $1,297,158  $1,098,590

14



LORAIN COUNTY TRANSIT
NOTES TO THE FINANCIAL STATEMENTS =
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998
(CONTINUED)

NOTE 6: GRANTS, REJ]
{Continued)
1999 1998

ODOT Operating Assistance ' =% 169,186 $§ 160,708
ODOT Planning Assistance ) ' 11,486 -~ 20,609
ODOT Elderly Fare Assistance 66,807 63,305
ODQT Capital Grants Reimbursing Operating Expenses 166,955 . - 82,598
Total ‘ $ 414,434 - § 327,220
Operating Assistance and Reimbursements $ 439,857 § 407,198
Planning Assistance _ o 37,807
Total $ 439,857 $ 445,005

NOTE 7: RISK MANAGEMENT

The Transit is exposed to various risks of loss related to torts; theft of, damage to, or
destruction of assets, errors or omissions, injuries to employees, or acts of God.
Commercial insurance has been obtained through Schlather Insurance Agency, Inc. to
cover damage or destruction to the Transit’s property and for public liability, personal
injury, and third-party property damage claims,

Employee health care benefits are provided under a group insurance arrangement and
the Transit is insured through the State of Ohio for workers® compensation benefits.

Settled claims have not exceeded the Transit’s commercial insurance coverage for any
of the past four years.

The Transit’s umbrelia liability is protected by State Auto Insurance Company with a
$1,000,000 single occurrence and $2,000,000 in aggregate limit. Vehicles are covered
by State Auto Insurance Company and have a $250 deductible for comprehensive
collision, Automobile liability has a $1,000,000 combined single limit of liability.

15



LORAIN COUNTY TRANSIT
SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 1999

Federal Grantor/ Federal  Federal
Pass Through CFDA Grant Grant
Grantor/Program Title : Number = Number Expenditures
U.S. Department of Transportation e
Federal Transit Administration
Capital, Operating, and Planning Assistance .
Formula Grants: 20.507 _
Capital Assistance OH-90-0278 140,448
OH-90-0296 865 .
OH-90-0318 247232
Capital Assistance from Operations OH-90-0298 (3,281)
OH-90-0075 5,965
OH-90-0333 729,925
Operating Assistance OH-90-4296 253,470
OH-90-4333 201,943
Planning Assistance OH-90-2296 73,618
OH-90-2333 35,517
Total CFDA 20.507 1,685,702
TOTAL EXPENDITURES OF FEDERAL AWARDS $1,685,702

See note to Supplemental Schedule of Expenditures of Federal Awards.

16
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LORAIN COUNTY TRANSIT
NOTE TO THE SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

NOTE 1. BASIS OF PRESENTATION .
The accompanying Supplemental Schedule of Expenditures of Federal Awards reflects
the expenditures of the Lorain County Transit under programs financed by the U.S.
Govemment for the years ended December 31, 1999 and 1998. The schedule has been

prepared using the accrual basis of accounting in accordance with generally accepted
accounting principles. :

17



JAMES G. ZUPKA, C.PA., INC.
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INDEPENDENT AUDITOR’S REPORT
ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED UPON AN AUDIT PERFORMED IN ACCORDANCE WITH

To the Board of Trustees
Lorain County Transit
Elyria, Ohio

We have audited the financial statements of the Lorain County Transit (the Transit), a component
unit of Lorain County, Ohto, as of and for the years ended December 31, 1999 and 1998, and have
issued our report thereon dated April 14, 2000. We conducted our audit in accordance with
generally accepted auditing standards and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Transit’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, coniracts, 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,
I LC 1 Over Financial B .

In planning and performing our audit, we considered the Transit’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. Qur 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 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.
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However, we noted certain matters involving the internal control structure and its operation that we
have reported to the management of the Transit in a separate letter dated April 14, 2000.

This report is intended for the information and use of the audit committee, members of Board,

management, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

J%es G. Zupk:a % j

April 14, 2000 - - Certified Public Accountant
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JAMES G. ZUPKA, C.PA., INC.

Certified Public Accountants
5240 East 98th St_rge_! o
Garfleld Helgbts, Oblo 44125
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Member Ametican Institute of Certified Public Accountants (216) 475-6136 Ohio Society of Certifled Public Accountants

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

To the Board of Trustees o
Lorain County Transit
Elyria, Ohio

Compliance :

We have audited the compliance of the Lorain County Transit (the Transit), a component unit of
Lorain County, Ohio, with the types of compliance requirements described in the U.S. Office of
Management and Budget Circular A-133 Compliance Supplement that are applicable to each of its
major federal programs for the years ended December 31, 1999 and 1998. The Transit’s major
federal programs are identified in the Summary of Auditor’s Results Section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responsibility of the
Transit’s mapagement. Our responsibility is to express an opinion on the Transit’s compliance
based on our audit.

We conducted our audit of compliance in accordance with generally accepted standards; 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 staidards 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 2 test basis, evidence
about the Transit’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 Transit’s compliance with
those requirements.

In our opinion, the Transit complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the years ended December 31,
1999 and 1998. The results of our auditing procedures disclosed no instances of noncompliance
with those requirements that are required to be reported in accordance with OMB Circular A-133.
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Internal Control Qver Compliance ) L L
The management of the Transit 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 Transit’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 intemnal 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 material 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.

However, we noted certain matters involving the internal control structure and its operation that we
have reported to the management of the Transit in a separate letter dated April 14, 2000.

This report is intended for the information and use of the audit committee, members of the Board,
management, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties,

Obese . Dsbe

Fames G. Zupka v
April 14, 2000 _ Certified Public Accountant
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LORAIN COUNTY TRANSIT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS |

OMB CIRCULAR A-133 & .505

TWELVE MONTHS ENDED DECEMBER 31, 1999

1. MMARY OF AUDITOR’S RE

1599(i)

1999¢ii)

1999(ii)

1999(1ii}

1999(iv)

1995(iv)

1999(v)

1999(iv)

1999(vit)

1999(viii)

1999(ix)

Type of Financial Statement Opinion

‘Were there any material control weakness

conditions reported at the financial statement
level (GAGAS)?

Were there any other reportable control
weakness conditions reported at the
financial statement level (GAGAS)?

Was there any reported noncompliance at
the financial statement level (GAGAS)?

Were there any material internal control
weakness conditions reported for major

federal programs?

Were there any other reportable internal
control weakness conditions reported for
major federal programs?

Type of Major Programs’ Compliance Opinion
Are there any reportable findings under &.5107

Major Programs (list):

Dollar Threshold: Type A\B Programs

Low Risk Auditee?

22

Unqualified

No

No

No

No
Unqualified
No

Federal Transit Cluster
and Federal Transit
Administration, Capital
Operating and Planning
Assistance Formula Grant
(CFDA #20.507)

Type A: > $300,000
Type B: > all others

Yes



LORAIN COUNTY TRANSIT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 & .505 C o
TWELVE MONTHS ENDED DECEMBER 31, 1999 o o
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88 East Broad Street

S e s S < "P.O.Box 1140
STATE OF OHIO Columbus, Ohic 43216-1140
OFFICE OF THE AUDITOR , ) Telephone614-466-4514
- ] Tt 800-282-0370

Jjmv PETRO, AUDITOR OF STATE

Facsimile 614-466-4490

LORAIN COUNTY TRANSIT

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 pursunant to Section 117.26, Revised Code, and which is filed in

Columbus, Ohio.

Date: JUNEG, 2000
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