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Independent Auditors’ Report on the Financial Statements 

The Board of Trustees 
Central Ohio Transit Authority 
Columbus, Ohio: 

We have audited the balance sheets of the Central Ohio Transit Authority (COTA) as of 
December 31, 1999 and 1998 and the related statements of revenues, expenses and changes in 
equity and cash flows for the years then ended. These financial statements are the responsibility of 
COTA’s management. Our responsibility is to express an opinion on these financial statements 
based on our audits. 

We conducted our audits 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. Those standards require that we plan and perform the 
audits 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, the financial statements referred to above present fairly, in all material respects, the 
financial position of COTA 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. 

In accordance with Government Auditing Standards, we have also issued our report dated June 1, 
2000 on our consideration of COTA’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulation, contracts and grants. 

 
 

June 1, 2000 

 

Two Nationwide Plaza Telephone 614 249 2300 
Columbus, OH  43215 Fax 614 249 2348 



1999 1998

Current assets:

Cash and cash equivalents $ 774,986 1,632,511

  Receivables:

Federal operating assistance 9,718,608 —  

State operating assistance 2,427,000 2,673,081

Other 1,368,156 778,571

Inventory of materials and supplies 1,625,782 1,449,447

Other 138,413 453,637

Total 16,052,945 6,987,247

Restricted assets –

Board restricted:

Cash and cash equivalents 22,592,537 12,495,187

Investments —  13,747,802

Accrued interest —  302,756

Total 22,592,537 26,545,745

Restricted for capital grant expenditures:

Cash and cash equivalents —  3,746,819

Federal capital grants receivable 4,111,166 821,269

State capital grants receivable 552,923 34,229

Total 4,664,089 4,602,317

Property and equipment:

Cost 143,390,287 127,400,057

Less accumulated depreciation (77,230,796) (69,273,915)

Total 66,159,491 58,126,142

Total assets $ 109,469,062 96,261,451

See accompanying notes to financial statements.
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1999 1998

Current liabilities:

Current portion of capital lease obligations $ 147,843 143,739

Accounts payable 2,833,904 1,239,005

Accrued payroll and fringe benefits 5,136,840 4,647,522

Accrued payroll taxes 620,709 1,315,365

Accrued interest payable 37,543 72,878

Estimated workers' compensation claims 250,000 120,000

Other current liabilities 286,164 370,126

Total 9,313,003 7,908,635

Liabilities payable from restricted assets:

Current portion of bonds payable 1,360,000 1,280,000

Estimated claims payable 212,871 203,276

Capital expenditures payable and other 280,713 82,126

Total 1,853,584 1,565,402

Other liabilities:

Bonds payable, less current portion —  1,360,000

Deferred income – sale of tax leases 19,273 32,121

Capital lease obligation, less current portion 302,733 158,272

Total 322,006 1,550,393

Total liablilites 11,488,593 11,024,430

Contributed capital:

Federal grants 45,272,359 41,905,403

State grants 3,012,158 2,506,517

Donated capital 942,000 —  

Total 49,226,517 44,411,920

Retained earnings 48,753,952 40,825,101

Total equity 97,980,469 85,237,021

Total liabilities and equity $ 109,469,062 96,261,451

Liabilities and Equity

CENTRAL OHIO TRANSIT AUTHORITY

Balance Sheets

December 31, 1999 and 1998
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1999 1998
Operating revenues:

Passenger fares for transit service $ 12,795,123 12,679,572

  Special transit fares 384,650 431,504

Charter service revenue 21,507 24,406

Auxiliary transportation revenue 983,160 939,054

Total 14,184,440 14,074,536

Operating expenses other than depreciation:

Labor 28,518,217 26,551,118

Fringe benefits 14,232,678 12,790,407

Materials and supplies 4,310,930 3,854,570

Purchased transportation 3,267,644 3,023,008

Services 5,003,091 2,913,181

Utilities 970,031 892,157

Taxes 635,113 593,828

Leases and rentals 132,498 151,265

Claims and insurance, net of settlements 224,176 98,845

Miscellaneous 1,391,509 1,275,328

Total 58,685,887 52,143,707

Depreciation:

On assets acquired with contributed capital 6,389,725 6,398,665

On assets acquired with authority resources 1,862,157 1,351,168

Total 8,251,882 7,749,833

Total operating expenses 66,937,769 59,893,540

Excess of operating expenses including

depreciation over operating revenues (52,753,329) (45,819,004)

Nonoperating revenues (expenses):

Sales tax revenues 39,700,653 36,042,732

Federal operating grants and reimbursements 9,726,749 1,919,920

State operating grants, reimbursements and special fare assistance 3,341,855 3,655,120

Investment income 1,527,817 1,685,714

Interest expense (139,565) (221,275)

Planning study assistance revenues 29,833 54,860

Planning study expense (37,291) (68,575)

Experience refund from the Ohio Bureau of  Workers’ Compensation —  2,022,040

Nontransportation and other revenues 142,404 184,955

Total 54,292,455 45,275,491

Net revenues over/(under) expense 1,539,126 (543,513)

(Continued)

CENTRAL OHIO TRANSIT AUTHORITY

Statements of Revenues, Expenses and Changes in Equity
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1999 1998

Net revenues over/(under) expense 1,539,126 (543,513)

Addback of depreciation expense (on assets acquired with

contributed capital) closed to contributed capital $ 6,389,725 6,398,665

Increase in retained earnings 7,928,851 5,855,152

Retained earnings, beginning of year 40,825,101 34,969,949

Retained earnings, end of year 48,753,952 40,825,101

Contributed capital, beginning of year 44,411,920 47,464,262

Capital contributed:

Federal capital grants 9,386,291 3,312,094

State capital grants 876,031 34,229

Donated capital 942,000 —  

Amortization of contributed capital (equal to the depreciation on

assets acquired with contributed capital):

Federal capital grants (6,019,335) (6,044,770)

State capital grants (370,390) (353,895)

Contributed capital, end of year 49,226,517 44,411,920

Total equity, end of year $ 97,980,469 85,237,021

See accompanying notes to financial statements.

Years ended December 31, 1999 and 1998

CENTRAL OHIO TRANSIT AUTHORITY

Statements of Revenues, Expenses and Changes in Equity, Continued
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1999 1998
Cash flows from operating activities:

Excess of operating expenses including depreciation over 

operating revenues $ (52,753,329) (45,819,004)

  Adjustments to reconcile to net cash used in operating activities:

Depreciation expense 8,251,882 7,749,833

Federal planning study assistance received 24,403 51,864

Planning study expenditures (31,860) (67,275)

Other nonoperating revenues, net 121,415 2,144,305

Change in assets and liabilities:

Other receivables (595,653) 411,705

Inventory (176,335) 21,389

Other assets 308,672 (4,677)

Accounts payable 1,594,899 283,597

Accrued payroll and related taxes (205,338) 396,149

Other current liabilities (83,962) 11,625

Estimated claims payable 139,595 86,838

Total adjustments 9,347,718 11,085,353

Net cash used in operating activities (43,405,611) (34,733,651)

Cash flows from noncapital financing activities:

Sales taxes received 39,700,653 36,042,732

Federal operating assistance received 14,209 1,802,279

State operating and other assistance received 3,596,077 3,637,128

Net cash provided by noncapital financing activities 43,310,939 41,482,139

Cash flows from capital and related financing activities:

Federal capital grants received 6,101,824 2,825,230

State capital grants received 357,337 —  

Proceeds from disposals of fixed assets —  6,129

Acquisition and construction of fixed assets (14,750,276) (4,122,083)

Repayment of bond principal (1,280,000) (1,200,000)

Interest paid on bonds payable and capital leases (174,900) (254,400)

Repayment of capital lease obligations (244,682) (207,453)

Net cash used in capital and related financing activities (9,990,697) (2,952,577)

Cash flows from investing activities:

Proceeds from maturities of investments 13,665,000 8,000,000

Interest received from investments 1,913,375 1,608,381

Purchases of investments —  (4,009,118)

Net cash used in investing activities 15,578,375 5,599,263

Net increase in cash and cash equivalents 5,493,006 9,395,174

Cash and cash equivalents, beginning of year 17,874,517 8,479,343

Cash and cash equivalents, end of year $ 23,367,523 17,874,517

Non-cash financing activities:

Equipment acquired under capital lease obligations 300,000 280,000

See accompanying notes to financial statements.

CENTRAL OHIO TRANSIT AUTHORITY

Statement of Cash Flows

Years ended December 31, 1999 and 1998
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 (1) Organization and Reporting Entity 

(a) Organization 

The Central Ohio Transit Authority (COTA or the Authority) is an independent, special-purpose 
political subdivision of the State of Ohio. The Authority was created on February 17, 1971, 
pursuant to Sections 306.30 through 306.53 of the Ohio Revised Code for the purpose of providing 
public transportation in Central Ohio, primarily Franklin County and surrounding areas. The 
Authority commenced operations on January 1, 1974. As a political subdivision, the Authority is 
distinct from, and is not an agency of, the State of Ohio or any other local governmental unit. 

Under Ohio law, the Authority is authorized to levy a sales and use tax for transit purposes, 
including both capital improvement and operating expenses, in .25% increments up to a maximum 
rate of 1.5% 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 sale and use taxes levied by the State 
of Ohio and Franklin County. On November 7, 1989, the voters of Franklin County approved a 
0.25% sales and use tax that expires on February 1, 2000. 

The Authority also has the power, under Section 306.40 of the Ohio Revised Code, to levy and 
collect both voted (after approval at an election) and unvoted ad valorem taxes on all the taxable 
property within the territorial boundaries of the Authority, in order to pay debt service on its bonds 
and notes issued in anticipation thereof. Ad valorem taxes were not levied during fiscal years 1999 
and 1998. 

The Authority is governed by a 13-member Board of Trustees. Members are appointed by the 
mayors of COTA’s chartering municipal corporations and by the Franklin County Board of 
Commissioners and serve overlapping 3-year terms. 

The Authority is not subject to federal or state income taxes. 

(b) Reporting Entity 

The accompanying financial statements comply with the provisions of the Governmental 
Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting Entity. This 
statement requires that financial statements of the reporting entity include all of the organizations, 
activities, functions and component units for which the reporting entity is financially accountable. 
Financial accountability is defined as the appointment of a voting majority of the component unit’s 
board and either (1) the reporting entity’s ability to impose its will over the component unit, or 
(2) the possibility that the component unit will provide a financial benefit to or impose a financial 
burden on the reporting entity. COTA does not have financial accountability over any entities. 
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The City of Columbus (the City) is a related organization to COTA as the Mayor of the City, with 
the approval of City Council, appoints a voting majority of COTA’s Board. However, the financial 
statements of COTA are not included within the City’s “Reporting Entity” as the City cannot 
impose its will and there is no financial benefit or financial burden relationship between the City 
and COTA. 

 (2) Summary of Significant Accounting Policies 

(a) Basis of Accounting 

The accompanying financial statements have been prepared on the accrual basis of accounting, 
whereby revenues and expenses are recognized in the period earned or incurred. All transactions 
are accounted for in a single enterprise fund. 

Pursuant to GASB Statement No. 20 Accounting and Financial Reporting for Proprietary 
Funds and Other Governmental Entities that Use Proprietary Fund Accounting the Authority 
follows GASB guidance as applicable to proprietary funds and Financial Accounting Standards 
Board Statements and Interpretations, Accounting Principles Board Opinions and Accounting 
Research Bulletins issued on or before November 30, 1989 that do not conflict with or contradict 
GASB pronouncements. 

(b) 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 of three months or less when purchased to be cash 
equivalents. 

(c) Grants and Assistance 

The federal government, through 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 the acquisition of property and equipment. Grants for operating 
assistance are recorded as revenues during the entitlement period to which the grants apply. 

Grants for the acquisition of property and equipment are credited to contributed capital as the 
related qualified expenditures are incurred. Any grant cash received prior to the incurrence of 
related qualified expenditures is deferred. Depreciation on fixed assets resulting from capital 
grants is allocated to contributed capital using the straight-line method over the same lives as 
described for the related property and equipment in note 2(g). 
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(d) Investments 

Prior to January 1, 1998, investments were carried at cost and were adjusted for the amortizations 
of premiums and accretions of discount, over the lives of the related securities, which were 
recognized as adjustments to investment income. 

Effective January 1, 1998, the Authority adopted GASB Statement No. 31, Accounting and 
Financial Reporting for Certain Investments and External Investment Pools. Pursuant to 
Statement No. 31, at December 31, 1998, investments are carried at fair value, which is based on 
quoted market prices. As of December 31, 1999, StarOhio was the only investment held by the 
Authority. 

(e) Inventory of Materials and Supplies 

Inventory items are stated at average cost. Inventory generally consists of maintenance parts and 
supplies for transportation equipment. 

(f) Restricted Assets 

Restricted assets consist of monies and other resources which are restricted by the Authority’s 
Board of Trustees or capital grants for specified purposes. These restrictions are described below: 

Board Restricted Assets  – These assets are restricted for the payment of claims under the 
Authority’s self-insurance program, for future capital expenditures, and current portion of 
bonds payable. 
 
Restricted for Capital Grant Expenditures – These assets are restricted under the 
Authority’s capital grants for certain capital projects. The Authority also includes in restricted 
capital grant assets amounts relating to its local share requirements for active capital grants. 
 

(g) Property and Depreciation 

Property and equipment are stated at historical cost and include expenditures which substantially 
increase the useful lives of existing assets. Routine maintenance and repairs are expensed as 
incurred. 

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

Description  Years  
   
Land and leasehold improvements  5–20 
Buildings and improvements  20–40 
Revenue vehicles  12 
Transit shelters and terminals  5–40 
Other equipment  3–10 
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Assets acquired with capital grants are included in property and equipment and depreciation on 
those assets is included in the statements of revenues and expenses. 

(h) Estimated Claims Payable 

The Authority has a self-insurance program for public liability, personal injury, property damage 
and, as of July 1, 1998, worker’s compensation (see note 9). Claims are accrued in the year the 
expenses are incurred, based upon estimates of the claim liabilities made by management and the 
legal counsel of the Authority. Also provided for are estimates of claims incurred during the year 
but not yet reported. These estimates are based on past experience and current outstanding 
claims. An actuary was not used in determination of these liabilities. 

(i) Sale of Tax Leases 

Cash received from the sale of tax leases has been deferred and is recognized as income on the 
straight-line basis over the lives of the related assets. To take advantage of certain tax benefits 
available under section 168(F)(8) of the Internal Revenue Code, prior to December 31, 1987, the 
Authority entered into four sale -and-leaseback agreements with third parties. These third parties 
purchased the rights to the local share portion of certain buses from COTA for cash consideration 
and are leasing the buses back to the Authority. Two such agreements expired in 1996, 1997 and 
1998. The other leaseback agreement expires in 2001. 

(j) Compensated Absences 

The Authority accrues vacation and sick pay benefits as earned by its employees. 

(k) Passenger Fares 

Passenger fares are recorded as revenue at the time services are performed and revenues pass 
through the fare box. 

(l) Budgetary Accounting and Control 

The Authority’s annual budget is prepared on the accrual basis of accounting as permitted by law. 
The Authority maintains budgetary control by not permitting total expenditures to exceed total 
appropriations without approval of the Board of Trustees. 

(m) Use of Estimates 

The accounting and reporting policies of COTA conform to generally accepted accounting 
principles (GAAP). The preparation of financial statements in conformity with GAAP requires 
management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenue and expenses during the reporting period. Actual results 
could differ from those estimates. 
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(n) Governmental Accounting Standards Board Statement Nos. 33 and 34 

This report does not incorporate GASB Statement Nos. 33 and 34, Recipient Reporting for 
Certain Shared Nonexchange Revenues and Basic Financial Statements and Management 
Discussion and Analysis for State and Local Governments, respectively.  The Authority will 
adopt and implement these GASB Statements at the required time.  The Authority has not 
completed the process of evaluating the impact of adopting these statements, and therefore is 
unable to disclose the impact that adapting these statements will have on its financial position and 
results of operations when such statements are implemented. 

 (3) Cash and Investments 

The investment and deposit of Authority monies is governed by the provisions of the Ohio Revised 
Code. In accordance with these statutes, only financial institutions located in Ohio are eligible to hold 
public deposits. The statutes also permit the Authority to invest its monies in certificates of deposit, 
savings accounts, money market accounts, the State Treasurer’s investment pool (STAR Ohio), and 
obligations of the United States government or certain agencies thereof. The Authority may also enter 
into repurchase agreements with any eligible depository for a period not exceeding 30 days. 

STAR Ohio is an investment pool managed by the State Treasurer’s Office which allows governments 
within the State to pool their funds for investment purposes. STAR Ohio is not registered with the 
Securities Exchange commission as an investment company, but does operate in a manner similar to 
Rule 2a7 of the Investment Company Act of 1940. Investments in STAR Ohio are valued at STAR 
Ohio’s share price which is the price the investment could be sold for on December 31, 1999. 

Public depositories must give security for all public funds on deposit. These institutions may either 
specifically collateralize individual accounts in addition to amounts insured by the Federal Deposit 
Insurance Corporation (FDIC), or may pledge a pool of government securities valued 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 5 years of the date of the related repurchase agreement. State law does not require security for 
public deposits and investments to be maintained in the Authority’s name. 

During 1999 and 1998, the Authority complied with the provisions of these statutes. 

(a) Deposits With Financial Institutions 

At December 31, 1999, the carrying amount of the Authority’s deposits with financial institutions 
was $45,144 and the bank balance was $109,050. In addition, the Authority had $6,130 of cash on 
hand. Of the bank balance, all $109,050 was insured by Federal Deposit Insurance Corporation 
(Category 1 as defined by the Governmental Accounting Standards Board). 
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At December 31, 1998, the carrying amount of the Authority’s deposits with financial institutions 
was $1,046,517 and the bank balance was $1,059,407. In addition, the Authority had $6,200 of 
cash on hand. Of the bank balance, $200,000 was insured by Federal Deposit Insurance 
Corporation (Category 1 as defined by the Governmental Accounting Standards Board). The 
remaining bank balance cash deposits were uninsured and uncollateralized and were held in the 
name of COTA’s pledging financial institution, as required by the Ohio Revised Code (Category 
3).  

 (b) Investments and Other Deposits 

The Authority’s investments are detailed below and categorized in accordance with the criteria 
established by the GASB to give an indication of the level of risk assumed as of December 31, 
1999 and 1998. 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 
investments that are uninsured and unregistered 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. Deposits and equities in pools of funds 
managed by other governmental units are not categorized. 

As of December 31, 1999, the Authority held equity of $23,316,249 in STAROhio, which is not 
required to be categorized due to its nature. 

As of December 31, 1998: 

         
  Category  Fair 

Description  1  2  3  Value 
         
U.S. Treasury Notes and federal          
 agency obligations $ —  —  13,747,802 $ 13,747,802 

         
Equity in the state treasurer’s         
 Investment pool (STAROhio)        16,821,800 

         
       $ 30,569,602 
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 (4) Board Restricted Assets 

Board restricted assets comprise of the following: 

  December 31, 
  1999 1998 

Restricted for self-insurance:    
Cash and cash equivalents $ 11,411,946 1,054,596 
Investments  — 9,720,927 
Accrued interest  — 290,222 

    
   Total  11,411,946 11,065,745 
    
Restricted for capital expenditures:    

Cash and cash equivalents  9,820,591 10,160,591 
Investments  — 4,026,875 
Accrued interest  — 12,534 

    
  Total  9,820,591 14,200,000 
    
Restricted for bond retirement –    

Cash and cash equivalents  1,360,000 1,280,000 

    
   Total board restricted $ 22,592,537 26,545,745 

 
 (5) Property and Equipment 

The cost of property and equipment is comprised of the following: 

  December 31, 
  1999 1998 

    
Land $ 5,168,315 4,190,514 
Land and leasehold improvements  8,862,408 8,685,321 
Buildings and improvements  27,730,695 27,200,087 
Revenue vehicles  67,961,219 61,127,627 
Transit shelters and terminals  6,509,746 6,399,050 
Other equipment  24,894,029 19,596,464 
Construction in progress  2,263,875 200,994 

    
 $ 143,390,287 127,400,057 

 
The construction in progress includes funds committed to the purchase of buses and transit vehicles 
funded primarily through federal and state capital assistance. 
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 (6) Leases 

COTA leases certain property and office equipment under capital and operating leases. Future 
minimum payments, by year, and in the aggregate, under these leases with initial or remaining terms of 
one year or more, consisted of the following at December 31, 1999: 

  Commitments under 
  Capital  Operatin

g 
  lease  leases 

     
2000 $ 173,258  29,787 
2001  173,258  27,871 
2002  149,373  15,838 
2003  —  5,622 
2004  —  — 

     
  Total minimum lease payments  495,889 $ 37,004 

     
Less amount representing interest   (45,313)   

     
Present value of minimum lease payments under capitalized lease $ 450,576   

     
The interest rate for the capital lease is approximately 6.6% at December 31, 1999. Rental expense for 
all operating leases was approximately $92,000 in 1999 and $151,000 in 1998. 

 (7) Bonds Payable  

Bonds payable consist of capital improvement bonds issued to acquire, construct, improve, replace, 
extend and enlarge transit facilities within the territorial boundaries of the Authority. The bonds are 
general obligations of the Authority and bear interest at a weighted average annual rate of 
approximately 6.6%. 

The annual requirements to pay principal and interest on the bonds outstanding at December 31, 1999 
are as follows: 

Year  Principal Interest Total 
     
2000 $ 1,360,000 90,100 1,450,100 
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 (8) Grants, Reimbursements and Special Fare Assistance 

Grants, reimbursements and special fare assistance included in the statements of revenues and 
expenses for the years ended December 31, 1999 and 1998 consist of the following: 

  1999 1998 
Federal:    

FTA Operating Assistance $ 9,718,608 373,955 
FTA Reimbursement of Bus Overhaul Expenses  — 1,505,299 
City of Newark—Pass-Through Operating Assistance from FTA  8,140 40,666 

    
   Total $ 9,726,749 1,919,920 

    
State:    

ODOT Operating Assistance $ 2,429,652 2,743,278 
ODOT Elderly and Disabled Fare Assistance  291,096 307,276 
ODOT Fuel Tax Reimbursement  586,710 553,869 
ODOT “Paving-the-Way” Reimbursement  34,398 50,697 

    
   Total $ 3,341,855 3,655,120 

    
 (9) Risk Management 

COTA is exposed to various risks of loss related to torts, theft or destruction of assets, injuries to 
employees and natural disasters. 

COTA is self-insured for all public liability, personal injury and property damage claims. The estimated 
liability for such claims of $212,876 at December 31, 1999 and $203,276 at December 31, 1998 are 
included in liabilities payable from restricted assets in the accompanying balance sheets. At 
December 31, 1999 and 1998, $11,411,946 and $11,065,745, respectively, has been restricted by the 
Board of Trustees to fund the self-insurance program. Such funds are included in board-restricted 
assets in the December 31, 1999 and 1998 balance sheets. 

Prior to June 30, 1998, COTA was insured through the State of Ohio Bureau of Workers’ 
Compensation (BWC) for injuries to its employees. On July 1, 1998, the Authority entered into an 
agreement with the BWC to become self-insured for claims pertaining to work-related injuries to 
Authority employees occurring on or after that date. The BWC agreed to continue to administer and 
pay all compensation claims arising on or before June 30, 1998. The estimated liability for all such 
claims occurring since July 1, 1998 is $250,000 at December 31, 1999 and is included as a liability in the 
accompanying balance sheet. 

The general claims liability was calculated by establishing reserves on a case by case basis after 
analysis by in-house counsel and outside attorneys. The works compensation liability was determined 
by analyzing claim lag information provided by COTA third party administrators. 
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A summary of changes in self-insurance claims liability for the years ended December 31, 1999 and 
1998 follows: 

  General  Workers’ 
  liability  Compensation 
     
Claims liability at December 31, 1997 $ 236,438  — 
     
Incurred claims, net of favorable settlements  55,051  144,585 
Claims paid  (88,213)  (24,585) 

     
Claims liability at December 31, 1998  203,276  120,000 
     
Incurred claims, net of favorable settlements  194,666  145,462 
Claims paid  (185,071)  (15,462) 

     
Claims liability at December 31, 1999 $ 212,871  250,000 

 
(10) Defined Benefit Pension Plan 

(a) Plan Description 

COTA contributes to 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. Chapter 
145 of the Ohio Revised Code (ORC) assigns the authority to establish and amend benefit 
provisions to the PERS Board of Trustees. PERS issues a publicly available financial report that 
includes the financial statements and required supplementary information. That report may be 
obtained by writing to Public Employees Retirement System, 277 East Town Street, Columbus, 
Ohio, 43215 or by calling 614-266-2085 or 1-800-222-PERS (7377). 

(b) Funding Policy 

Plan members are required to contribute 8.5% of their annual covered salary and COTA is 
required to contribute an actuarially determined rate. The current rate is 13.55% of annual 
covered payroll. The contribution requirements of plan members and COTA are established and 
may be amended by PERS Board of Trustees. COTA’s contributions to PERS for the years 
ending December 31, 1999, 1998, and 1997 were approximately $4,400,000, $4,125,000, and 
$3,845,000, respectively, equal to the required contributions for each year. 
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(c) Other Postemployment Benefits 

PERS also provides postemployment health care coverage to age and service retirees with 10 or 
more years of qualifying Ohio service credit and to primary survivor recipients of such restraints. 
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. As required by state statute, a portion of each employer’s contribution to PERS 
is set aside for funding of the postemployment health care. The ORC provides statutory authority  
for employer contributions to be used for the funding of postemployment health care. COTA’s 
contributions actually made to fund postemployment benefits was $1,363,800 in 1999 and 
$1,279,000 in 1998. 

Other postemployment benefits (OPEB) are financed through employer contributions and 
investment earnings thereon (i.e. pay as you go). The contributions allocated to retiree health care 
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. 

Expenditures for OPEB for PERS as a whole during 1999 were $523,599,349. As of 
December 31, 1999, the unaudited estimated net assets available for future OPEB payments were 
$9,870,285.641. The number of benefit recipients eligible for OPEB at December 31, 1999 was 
118,062. 

During 1997, PERS adopted a new calculation method for determining employer contributions 
applied to OPEB. Under the new method, effective January 1, 1998, 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 health care 
coverage. 

(11) Contingent Liabilities 

(a) Litigation 

It is the Authority’s policy to act as self-insurer for certain insurable risks consisting primarily of 
public liability and property damage. At December 31, 1999, COTA has been named in various 
public liability and property damage claims and suits, some of which seek significant damages. The 
ultimate outcome of the claims and suits cannot be determined; however, it is the opinion of 
management that any resulting liability to the Authority in excess of that provided for in the 
accompanying balance sheet will not have a material adverse effect on the Authority’s financial 
position.
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(b) Federal and State Grants 

Under the terms of the Authority’s various grants, periodic audits are required where certain costs 
could be questioned as not being an eligible expenditure under the terms of the grants. At 
December 31, 1999, there were no material questioned costs that had not been resolved with 
appropriate federal and state agencies. Questioned costs could still be identified during audits to be 
conducted in the future. In the opinion of COTA’s management, no material grant expenditures 
will be disallowed. 
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 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 
Central Ohio Transit Authority: 
       and 
The Honorable Jim Petro 
Auditor of State: 

We have audited the financial statements of the Central Ohio Transit Authority (COTA) as of and 
for the year ended December 31, 1999, and have issued our report thereon dated June 1, 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 COTA’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 COTA’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. 
However, we noted a certain matter involving internal control over financial reporting and its 
operation that we consider to be a reportable condition. Reportable conditions involve matters 
coming to our attention relating to significant deficiencies in the design or operation of the internal 
control over financial reporting that, in our judgement, could adversely affect COTA’s ability to 
record, process, summarize, and report financial data consistent with the assertions of management 
in the financial statements. A reportable condition is described in the accompanying schedule of 
findings and questioned costs as item 99-2. 

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. Our consideration of the internal control over financial reporting would not necessarily 
disclose all reportable conditions that are also considered to be material weaknesses. However, we 
believe that the reportable condition described above is not a material weakness. 
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We noted other matters involving the internal control over financial reporting that we have reported 
to management of COTA in a separate letter dated June 1, 2000. 

This report is intended solely for the information and use of the board and management of COTA, 
the Ohio Auditor of State, and the Federal Transit Administration and is not intended to be and 
should not be used by anyone other than these specified parties. 

 
 

June 1, 2000 
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Independent Auditors’ Report on Compliance with Requirements 
Applicable to Each Major Program, Internal Control Over 
Compliance in Accordance with OMB Circular A-133 and 

Schedule of Expenditures of Federal Awards  

Board of Trustees 
Central Ohio Transit Authority: 
       and 
The Honorable Jim Petro 
Auditor of State: 

Compliance 

We have audited the compliance of the Central Ohio Transit Authority (COTA) 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 each of its major federal programs 
for the year ended December 31, 1999.  COTA’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 COTA’s management.  Our responsibility is to 
express an opinion on COTA’s compliance based on our audit. 

We conducted our audit of compliance with generally accepted auditing standards; the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and Office of Management and Budget (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 COTA’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 COTA’s compliance with those requirements. 

In our opinion, COTA complied, in all material respects, with the requirements referred to above that 
are applicable to each of its major federal programs for the year ended December 31, 1999. 
However, the results of our auditing procedures disclosed one instance of non-compliance with 
those requirements, which is required to be reported in accordance with OMB Circular A-133 and 
which is described in the accompanying schedule of findings and questioned costs as item 99-1.
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Internal Control Over Compliance 

The management of COTA 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 COTA’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 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. 

Schedule of Expenditures of Federal Awards  

We have audited the financial statements of COTA as of and for the year ended December 31, 
1999, and have issued our report thereon dated June 1, 2000.  Our audit was performed for the 
purpose of forming an opinion on the financial statements taken as a whole.  The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as 
required by OMB Circular A-133 and is not a required part of the financial statements.  Such 
information has been subjected to the auditing procedures applied in the audit of the financial 
statements and, in our opinion, is fairly stated, in all material respects, in relation to the financial 
statements taken as a whole. 

This report is intended solely for the information and use of the board and management of COTA, 
the Auditor of the State of Ohio and the Federal Transit Administration and is not intended to be and 
should not be used by anyone other than these specified parties. 

 
 

June 1, 2000 
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CENTRAL OHIO TRANSIT AUTHORITY 

Notes to Schedule of Expenditures 
of Federal Awards 

Year ended December 31, 1999 

 (1) General 

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal 
financial assistance programs of COTA.  COTA’s reporting entity is defined in note 1 to COTA’s 
financial statements. 

 (2) Basis of Accounting 

The accompanying Schedule of Expenditures of Federal Awards is presented using the accrual basis of 
accounting. 

 (3) Relationship of Federal Financial Reports 

Amounts reported in the accompanying Schedule of Expenditures of Federal Awards agree with the 
amounts reported in the related federal financial reports. 

(4) Subrecipients 

COTA had one subrecipient, the Mid-Ohio Regional Planning Commission (MORPC), in the current 
year. COTA paid MORPC $37,291 in the current year through CFDA# 20.500, grant number OH–03–
0149. 
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CENTRAL OHIO TRANSIT AUTHORITY 

Schedule of Findings and Questioned Costs 

For the year ended December 31, 1999 
 
 
 (1) Summary of Auditor’s Results 

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

(b) Reportable conditions in internal control were disclosed by the audit of 
the financial statements: 

 
See 99-2 

   
 Material weaknesses: None 
   

(c) Noncompliance which is material to the financial statements: None 
   

(d) Reportable conditions in internal control over major programs: None reported 
   

(e) The type of report issued on compliance for major programs: Unqualified opinion 
   

(f) Any audit findings which are required to be reported under Section 
.510(a) of OMB Circular A-133: 

 
See 99-1 

   
(g) Major programs:  Federal Transit Cluster (CFDA #20.507 and 20.500)  

   
(h) Dollar threshold used to distinguish between Type A and Type B 

programs: 
 

$300,000 
   

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

 
Yes 
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Schedule of Findings and Questioned Costs 

For the year ended December 31, 1999 
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(2) Findings Relating to the General Purpose Financial Statements Reported in Accordance with 
Government Auditing Standards: 

(99-2) Reportable Condition over Financial Reporting  

 

COTA experienced difficulties and is still experiencing difficulties in the following areas: 

1)  Bank account reconciliations for the months of October through December 1999 were not 

performed in a timely manner nor prior to the commencement of our audit work in February 

2000.  As of the date of this letter bank reconciliations were still incomplete for the months of 

January through May 2000. 

2)  Federal reporting for grant reimbursements have been behind.  The total  year end 

receivable balance for grants was in excess of $13 million. 

The aforementioned difficulties demonstrated a lack of monitoring controls over the financial 

accounting and reporting processes. 

COTA Response: 
 
During 1999, COTA experienced employee turnover due to internal restructuring.  The Authority 

has recently hired a new chief financial officer, and is in the process of reviewing it’s internal 

operating practices and procedures to ensure compliance with sound accounting principles is 

maintained.  Mitigating controls and circumstances related to each of the specific concerns 

identified above are discussed below. 

 

1) Bank Account Reconciliations – We concur with this concern, however compensating controls 

were utilized to minimize the potential for errors and any material impact on the financial 

statements.  COTA utilizes 3 bank accounts, including 2 zero balance (clearing) accounts for the 

distribution of accounts payable and payroll checks.  The 2 clearing accounts comprise the vast 

majority disbursement transactions, and are funded by single “lump sum” distributions from the 

master account based on control totals.  All three accounts were reconciled to zero as of 

December 31, 1999.  In addition, cash handling functions are segregated between three individuals 

to ensure appropriate checks and balances are maintained. 

 

2) Federal Reporting for Grant Reimbursements – $9.7 million of the $13 million receivable is for 

COTA’s TEA-21 funds.  1999 was the first year of the Federal Government’s new 

Transportation Equity Act of the 21
st
 Century (TEA-21).  COTA applied for these funds in early 

February 1999, and was notified of our award in late April.  The funds however, were not 

available for “drawdown” through the Federal system until mid to late August.  COTA filed for 
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these funds in November, and received payment of $9.6 million in early January 2000 with the 

balance paid in February.  The remaining $3.3 million is related to the receipt of federal funds 

administered through the Ohio Department of Transportation.  These funds include State 

participation on major facility projects.  Receipt of these funds from the State of Ohio has been 

delayed due to processing issues between the State and the Federal Government, over which 

COTA has no control. 

 

(3) Findings and Questioned Costs Relating to Federal Awards: 

 
(99-1) Finding over Inventory of Capital Assets: Federal Transit Administration Grants 

Criteria: 

Recipients of Federal Funding from the Federal Transit Administration program are required to 
perform physical inventories of capital assets every two years. 

Condition: 

COTA failed to complete a physical asset inventory in the current year.  The most recent physical 
asset inventory was performed in 1997. 

Questioned Costs: 

None 

Effect: 

The ability of COTA to properly update asset records has been diminished. 

Cause: 

Due to recent turnover, and current lack of understanding of Federal regulations by current 
staffing, the completion of the physical asset inventory was overlooked in the current year. 

Recommendation: 

We recommend COTA revisit the requirements associated over the Federal awards to ensure 
they are complying with all necessary requirements. 

COTA Response: 
 

We concur with this recommendation.  This concern was identified in a triennial review conducted 
on behalf of the Federal Transit Administration.  COTA is working with the regulatory agency and 
has submitted a plan to have this inventory completed by August 31. 
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