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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2001 and 2000

1.  ORGANIZATION:

Portage Area Regional Transportation Authority (the Authority) was formed as the public 
agency responsible for public transportation in Portage County.  The Authority is a 
political subdivision of the State of Ohio and was organized as a regional transit authority 
in accordance with the provisions of the Ohio Revised Code Sections 306.30 through 
306.71, inclusive.  Therefore, the Authority is not subject to federal, state or local income 
taxes.

Through May 1993, Portage Area Regional Transportation Authority acted as a pass-
through agency to the Kent State University Campus Bus Service which operated 
virtually all mass transportation service for the Kent/Ravenna area.  In 1993, the 
Authority commenced directly providing fixed route and demand responsive service in the 
Kent/Ravenna area.  The Federal Transportation Administration and the Ohio 
Department of Transportation provide financial assistance and makes grants directly to 
the Authority for operations and acquisition of property and equipment.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

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.

In accordance with Statement No. 20 of the Government Accounting Standards Board 
"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.  The Authority will continue applying 
all applicable pronouncements issued by the Governmental Accounting Standards Board.

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 $549,642 in capital contribution 
were recognized as revenue in the statement of revenue and expenses for the Authority.
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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

For the Years Ended December 31, 2001 and 2000

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd):

Financial Reporting Entity
For financial reporting purposes all departments and operations for which the Authority is 
financially accountable are included in the reporting entity.  Financial accountability was 
evaluated based on consideration of financial interdependency, appointment of voting 
majority, and imposition of will.

Property, Facilities and Equipment
Property, facilities and equipment are stated at cost.  Donated property is capitalized at 
estimated fair value at the date of donation. 

Depreciation
Depreciation on all assets is computed on the straight-line method based on the estimated 
useful lives of individual assets (5 to 25 years).  Cost of property retired is removed from 
the asset and the accumulated depreciation account.

Operating Assistance Revenue
Federal and state operating assistance is recognized in the year earned.  The amount of 
state operating assistance earned during the year is based upon the grant amount
awarded during the state's fiscal year which ends after the Authority's calendar year-end.
The federal operating assistance grant is awarded in the same year it is earned by the 
Authority.

Federal capital assistance for preventative maintenance expenses is recognized in the year 
earned, based on the grant amount expected to be awarded for the Authority's calendar 
year-end.

Cash and Cash Equivalents
Cash and cash equivalents include deposits in the State Asset Reserve of Ohio
(STAROhio) investment pool.  For purposes of the statement of cash flows, highly liquid 
investments with an initial maturity date of three months or less are considered to be cash 
equivalents.
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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

For the Years Ended December 31, 2001 and 2000

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd):

Investment Policy
State statutes and Authority by-laws authorize allowable investments.  The Authority is
authorized to invest in U.S. Treasury securities and obligations of federal government 
agencies or instrumentalities, collateralized repurchase agreements, certificates of deposit 
and the State Asset Reserve of Ohio (STAROhio) investment pool.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America 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 revenues and expenses during the reporting period.  Actual results could differ 
from those estimates.

3.  DEFERRED COMPENSATION:

In 2000, the Authority adopted Governmental Accounting Standards Board (GASB) 
Statement No. 32, "Accounting and Financial Reporting for Internal Revenue Code 
Section 457 Deferred Compensation Plans."

4.  DEPOSITS AND INVESTMENTS:

Deposits
Multiple financial institution collateral pools that insure public deposits must maintain 
collateral amounts in excess of 110% of deposits.  The collateral pledged in connection 
with the Authority's deposits is held in the name of the financial institution holding the 
Authority's deposits.

At December 31, 2001, the carrying amounts of the Authority’s deposits and investments 
(cash and certificate of deposit) were $757,618 and the bank balances were $814,341. 
Deposits totaling $300,000 were covered by federal depository insurance at December 
31, 2001.  The remaining deposits of $514,341 were covered by collateral pools held in 
the name of the financial institutions.  Certificates of deposit in the amount of $532,880 
are classified as investments on the balance sheet since they have an initial maturity date in 
excess of three months.
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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

For the Years Ended December 31, 2001 and 2000

4.  DEPOSITS AND INVESTMENTS (Cont’d):

Investment Pool
At December 31, 2001, Portage Area Regional Transportation Authority had $54,090 
invested in the State Treasury Asset Reserve of Ohio (STAROhio).  STAROhio is an 
investment pool managed by the State Treasurer's Office which allows governments 
within the State to pool their funds for investment purposes.  STAROhio is not registered 
with the SEC as an investment company, but does operate in a manner consistent with 
Rule 2a7 of the Investment Company Act of 1940.  Investments in STAROhio are valued 
at STAROhio's share price, which is the price the investment could be sold for on 
December 31, 2001. These investments are not categorized because they are not 
evidenced by securities that exist in physical or book entry form.

Investments
At December 31, 2001, $66,631 in repurchase agreements is considered uninsured and 
unregistered because they are held by the counterparty, its trust or its agent, but not in the 
Authority’s name.  The repurchase agreements are classified as cash equivalents on the 
balance sheet since they are highly liquid investments with an initial maturity date of three 
months or less.

5.  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, 2001 and 2000, consist of the following:

FEDERAL TRANSIT ADMINSTRATION 2001 2000
     Capital assistance    $ 266,626    $ 274,841
     Planning grants         55,061         50,993
     CMAQ grants         28,206         40,606
     ADA grants         72,943         62,279
                                          Total    $ 422,836    $ 428,719
   
OHIO DEPARTMENT OF TRANSPORTATION   
     Capital assistance   $   66,867   $   73,898
     Elderly and disabled fare assistance        28,939        26,308 
     Planning grants     6,871      11,928
     ADA grants        11,917        15,570
     Fuel tax reimbursement        31,748   ________
                                          Total   $ 146,342   $ 127,704
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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

For the Years Ended December 31, 2001 and 2000

6.  RESTRICTED ASSETS:

Restricted assets represent deposits which can only be used by the Authority to acquire 
and refurbish an administrative and operations facility.

Balance - January 1, 2000 $  644,637

Less:  Building improvements        (3,839)
Add:  Interest income       30,195
Balance – December 31, 2001 $  670,993

7.   PENSION PLAN:

The Public Employees Retirement System of Ohio (PERS) is a cost-sharing multiple-
employer public employee defined benefit pension plan.  PERS provides retirement and 
disability benefits, annual cost of living adjustments, and death benefits to plan members 
and beneficiaries.  The authority to establish and amend benefits is provided by State 
statute per Chapter 145 of the Ohio Revised Code.  The Public Employees Retirement 
System issues a stand-alone financial report.  Interested parties may obtain a copy by 
making a written request to 277 East Town Street, Columbus, Ohio  43215-4642 or by 
calling (614) 466-2085 or 1-800-222-PERS (7377).

The Ohio Revised Code provides statutory authority for employee and employer 
contributions.  The Authority’s employees are required to contribute 8.5% of their 
annual covered payroll.  The Authority is required to contribute 13.55% of
annual covered payroll.  The payroll for employees covered by PERS for the years 
ended December 31, 2001 and 2000, were $761,699 and $624,914; respectively the 
Authority's total payroll for both years was the same as payroll for employees covered 
by PERS.  The Authority was required to contribute $103,001 in 2001, $66,355 in 
2000 and $75,786 in 1999.
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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

For the Years Ended December 31, 2001 and 2000

8.  OTHER POSTRETIREMENT BENEFITS:

In addition to the pension benefits described in Note 8, the Public Employees Retirement 
System of Ohio provides postretirement 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 Post-
employment 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 post-retirement
health care.   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 
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 approximately $103,000 and $66,355, respectively, equal to 100 
percent of the required contribution for each year.

The assumptions and calculations noted below were based on the Retirement System’s 
latest actuarial review performed as of December 31, 2000.  An entry-age normal 
actuarial cost method of valuation is used in determining the present value of OPEBs.
The difference between assumed and actual experience (actuarial gains and losses) 
become part of unfunded actuarial accrued liability.  For actuarial purposes, a smoothed 
market approach is used in determining the value of plan assets.  Under this approach, 
assets are adjusted annually to reflect 25 percent of unrealized mark appreciation or 
depreciation on investment assets.  The investment return assumption rate for 2000 was 
7.75 percent.  An annual increase of 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 costs were assumed to increase 4.75 percent annually.
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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

For the Years Ended December 31, 2001 and 2000

 8.  OTHER POSTRETIREMENT BENEFITS (Cont’d):

OPEBs are advance-funded on an actuarially determined basis.  The number of active 
contributing participants was 411,076.  The Authority’s contributions for other 
postemployment benefits to PERS for the years ended December 31, 2001 and 2000 
were $32,681 and $21,054, respectively, equal to 100 percent of the required
contributions for each year.

The actuarial value of the Retirement System’s net assets available for OPEB at 
December 31, 2000 was $11.7 million.  The actuarially accrued liability and the unfunded 
liability, based on the actuarial costs method used, were $14.4 million and $2.6 million, 
respectively.

  9.  OTHER EMPLOYEE BENEFITS:

Compensated Absences
Employees of the Authority earn vacation and sick leave at various rates under the 
Authority policy.  In case of death, termination or retirement, an employee (or his estate) 
is paid for portions of these benefits.  The Authority records a liability for vacation, 
holiday and sick hours earned but not used at year-end at the employee's current wage 
rate.  The Authority's obligation for these amounts at December 31, 2001 and 2000 were 
$10,365 and $10,125, respectively.

10. RISK MANAGEMENT:

The Authority is a member of the Ohio Transit Insurance Pool Association, Inc. (OTIP).
OTIP is 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 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 casualty losses in excess of $250,000 for each 
insured occurrence. 
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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

For the Years Ended December 31, 2001 and 2000

10. RISK MANAGEMENT (Cont’d):

The Authority has a $1,000 deductible for any claim or occurrence.  The pool shared 
losses are $99,000 maximum combined per occurrence for property losses and 
$249,000 maximum combined per occurrence for casualty losses.  The Authority's share 
of the potential losses is 1.937% at December 31, 2001.

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 years.

11. SUBSEQUENT EVENTS:

The voters of Portage County passed a sales and use tax levy of one quarter of one 
percent (0.25%) for five years on November 6, 2001.  Revenues from this sales and use 
tax levy will be available beginning in February 1, 2002.

12. 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 revises accounting and reporting standards for general purpose external 
financial reporting by governmental units.  Statement No. 34 is effective for the year 
ending December 31, 2004.  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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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

NOTES TO THE SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL 
AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2001

1. BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal 
grant activity of Portage Area Regional Transportation 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 
States, Local Governments, and Non-Profit Organizations.  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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            PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2001

PART I - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditor's report issued: unqualified

Internal control over financial reporting:

   Material weakness(es) identified? no

   Reportable condition(s) identified
     not considered to be material weaknesses? no

Noncompliance material to financial statements
noted? no

Federal Awards

Internal control over major programs:

   Material weakness(es) identified? no

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

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

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

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

20.507      Federal Transit Administration Capital
         and Operating Assistance Formula Grants
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PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Cont'd)

Year Ended December 31, 2001

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

Federal Awards (Cont’d)

Dollar threshold used to distinguish
  between Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee? no

PART II - FINANCIAL STATEMENT FINDINGS

No matters are reportable. 

PART III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Refer to Findings 01-1 through 01-3.

01-1.  Period of Availability of Funds

Condition - The Authority has approximately 8 open grants.  It appears that the funding 
period may have lapsed on certain of these grants.  It also appears that the scope of 
certain grants may no longer be relevant to the Authority's current activities.

Criteria/Effect - The above noted condition does not meet the requirements related to 
the period of availability of funds per FTA Circular 5010.B.  The Authority does not 
appear to be in compliance with such requirements.

Questioned Cost - None

Recommendation - The Authority should close out inactive grants which are no longer 
utilized.

01-2.  Cash Management

Condition – The Authority did not have any certificate of completion from the Treasurer 
of State of Ohio regarding the continuing education program.

-23-



PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Cont'd)

Year Ended December 31, 2001

PART III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 
(Cont'd)

01-2.  Cash Management (Cont’d)

Criteria/Effect – The above noted condition does not meet the requirements for the Ohio 
Revised Code Sections 135.22, 319.04, 321.46 and 733.27 – Education Requirements.

Questioned Cost – None

Recommendation – The Authority should register with the Treasurer of State of Ohio in 
2002 for the Continuing Education Program.

01-3. Reporting

Condition – The Authority did not have an annual notice published in a local newspaper 
stating the financial report is available for public inspection.

Criteria/Effect – The above noted condition does not meet the requirement for the Ohio 
Revised Code Section 117.38 – Filing of financial reports.

Questioned Cost – None

Recommendation – The Authority should publish a notice in a local newspaper stating 
the financial report is available for public inspection once they receive their Audited 
Financial Statements.
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   PORTAGE AREA REGIONAL TRANSPORTATION AUTHORITY
      

SCHEDULE OF PRIOR AUDIT FINDINGS

Year Ended December 31, 2001

  
   
        
FINDIING

STILL
APPLICABLE

             
COMMENTS

00-1.  Competitive Procurement and 
Contracts No

The Authority implemented changes in their 
procurement manual in order to be in 
compliance with federal and state 
requirements.

   
00-2.  Period of Availability
          of Funds    Yes

The Authority is not in full compliance with 
federal and state requirements. Refer to 
finding # 01-1 

-25-







88 East Broad Street
P.O. Box 1140
Columbus, Ohio  43216-1140

Telephone 614-466-4514
800-282-0370

Facsimile  614-466-4490

PORTAGE AREA REGIONAL TRANSIT AUTHORITY

PORTAGE 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.

CLERK OF THE BUREAU

CERTIFIED
AUGUST 13, 2002
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