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FINANCIAL SECTION

The Financial Section contains
the Basic Financial Statements.



EDWARDS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Greater Lynchburg Transit Company, Inc.
Lynchburg, Virginia

Report on the Financial Statements

We have audited the accompanying basic financial statements, as listed in the table of contents,
and the related notes to the financial statements, of the Greater Lynchburg Transit Company, Inc. (the
“Company”), a component unit of the City of Lynchburg, Virginia, as of and for the years ended
June 30, 2016 and 2015.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Report on the Financial Statements (Continued)
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Company as of June 30, 2016 and 2015, and the changes in financial
position and cash flows thereof for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
schedule of funding progress be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Management has omitted a management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing
information.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Company’s basic financial statements. The introductory section is presented
for purposes of additional analysis and is not a required part of the basic financial statements. It has not
been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on it. The schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance), and is also not a required part of the basic
financial statements.



Other Matters (Continued)
Other Information (Continued)

The schedules of operating expenses and the schedule of expenditures of federal awards are the
responsibility of management and were derived from and relate directly to the underlying accounting
and other records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the schedules of operating expenses and the schedule of
expenditures of federal awards are fairly stated in all material respects in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 6, 2016 on our consideration of the Company’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the Company’s internal control over financial reporting and compliance.

g%fdm | s @747 K47
CERTIFIED PUBLIC ACCOUNTANTS

Lynchburg, Virginia
September 6, 2016
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GREATER LYNCHBURG TRANSIT COMPANY, INC.

STATEMENTS OF NET POSITION

June 30, 2016 and 2015
2016 2015
ASSETS
Current assets:
Cash and cash equivalents (Note 2) $ 429,471 $ 489,966
Accounts receivable
Federal and local capital grant funds 1,539,391 503,508
Federal and State aid funds 1,549 -
Other receivables 54,520 46,358
Inventories (Note 3) 176,384 171,223
Prepaid expenses 12,407 98,289
Total current assets 2,213,722 1,309,344
Capital assets, net (Note 4) 33,886,148 24,088,218
Total assets 36,099,870 25,397,562
LIABILITIES
Current liabilities:
Accounts payable 96,385 133,003
Accounts payable, capital assets 1,531,257 544,468
Accrued salaries and wages 110,809 87,094
Local share payable to City of Lynchburg (Note 5) 6,765 43,702
Current portion of compensated absences (Note 7) 57,430 64,165
Total current liabilities 1,802,646 872,432
Noncurrent liabilities:
Other post-employment benefits (Note 10) 164,000 131,000
Compensated absences (Note 7) 91,165 101,763
Total noncurrent liabilities 255,165 232,763
COMMITMENTS AND CONTINGENCIES (Note 8) - -
Total liabilities 2,057,811 1,105,195
NET POSITION
Net investment in capital assets 33,886,148 24,088,218
Unrestricted 155,911 204,149
Total net position $ 34,042,059 $ 24,292,367
The Notes to Financial Statements are 4

an integral part of these statements.



GREATER LYNCHBURG TRANSIT COMPANY, INC.

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Years Ended June 30, 2016 and 2015

OPERATING REVENUES
Passenger fares
Universal bus pass
Special buses
Advertising
Registration fees
Non-transportation revenue

Total operating revenues

OPERATING EXPENSES
Operations
Maintenance
General administration

Total operating expenses
Operating loss

NONOPERATING REVENUE

Subsidies of operations:
City of Lynchburg (Note 5)
Counties
Liberty University
State of Virginia aid for public transportation
Federal operating grant

Other

Gain on disposition of capital assets

Total nonoperating revenue
CAPITAL CONTRIBUTIONS (Note 11)
Change in net position
Net position — beginning at July 1

Net position — ending at June 30

The Notes to Financial Statements are
an integral part of these statements.

2016 2015
$ 870,732 S 920,040
75,085 70,977
41,287 28,580
69,165 72,271

90 71

30,725 25,420
1,087,084 1,117,359
6,256,334 6,802,744
1,787,987 1,404,389
1,691,645 1,711,550
9,735,966 9,918,683
(8,648,882) (8,801,324)
1,387,273 1,350,336
57,500 57,492
1,236,898 1,341,618
1,442,121 1,461,905
2,019,195 2,039,536
6,903 1,806

; 14,956
6,149,890 6,267,649
12,248,684 1,151,378
9,749,692 (1,382,297)
24,292,367 25,674,664
$ 34,042,059 $ 24,292.367




GREATER LYNCHBURG TRANSIT COMPANY, INC.

STATEMENTS OF CASH FLOWS
Years Ended June 30, 2016 and 2015

2016 2015
OPERATING ACTIVITIES
Cash received from customers $ 1,078,922 $ 1,293,222
Cash paid to employees (3,449,264) (3,298,224)
Cash paid to suppliers for goods and services (3,899,931) (4,114,423)
Net cash used in operating activities (6,270,273) (6,119,425)
NONCAPITAL FINANCING ACTIVITIES
Subsidies 6,111,404 6,143,200
Net cash provided by noncapital financing activities 6,111,404 6,143,200
CAPITAL AND RELATED FINANCING ACTIVITIES
Capital contributions received 11,212,801 2,217,235
Purchases of capital assets (11,114,427) (2,175,659)
Proceeds from sale of capital assets - 23,755
Net cash provided by capital and
related financing activities 98,374 65,331
Net increase (decrease) in cash and cash equivalents (60,495) 89,106
CASH AND CASH EQUIVALENTS
Beginning at July 1 489,966 400,860
Ending at June 30 $ 429,471 $ 489,966

RECONCILIATION OF OPERATING LOSS TO NET
CASH USED IN OPERATING ACTIVITIES
Operating loss § (8,048,882) §  (8,801,324)
Adjustments to reconcile operating loss to net cash
used in operating activities:

Depreciation 2,303,286 2,508,982
Decrease (increase) in:
Other receivables (8,162) 175,863
Prepaid expenses 85,882 (75,874)
Inventories (5,161) (18,367)
Increase (decrease) in:
Accounts payable (36,618) 24,176
Accrued salaries and wages 23,715 20,500
Compensated absences and other post-employment benefits 15,667 46,619
Net cash used in operating activities $ (6,270,273) $  (6,119,425)

NON-CASH FINANCING TRANSACTION
Capital assets acquired through accounts payable at year end $ 1,531,257 $ 544,468

The Notes to Financial Statements are 6
an integral part of these statements.



Note 1.

(Continued)

GREATER LYNCHBURG TRANSIT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2016
Summary of Significant Accounting Policies

Organization and purpose:

The Greater Lynchburg Transit Company, Inc. (the “Company”) was created in 1974 to serve the
greater Lynchburg area with public bus and paratransit transportation. The Company is organized as a
not-for-profit stock corporation with the City of Lynchburg, Virginia (the “City”) as the sole
stockholder. The capital for the purchase of the Company’s assets has been provided by federal, state,
and local grants, and the Company is dependent on various operating grants to subsidize operations.

The Company is a component unit of the City. The financial statements include the Company’s capital
accounts and the accounts of the Central Virginia Transit Management Company (CVTMC), which has
been organized for the purpose of managing the transit system under the direction of the Company’s
Board of Directors.

Measurement focus and basis of accounting:

The Company’s financial statements are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows.

The Company distinguishes operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services in connection with the Company’s
principal ongoing operations. Operating revenues consist primarily of passenger fares and other charges
for services. Operating expenses include the cost of vehicle operations, maintenance, and
administration expenses. Nonoperating revenues consist primarily of subsidies and grants received
from federal, state, and local governments, and other entities. Capital contributions consist of federal,
state, and local grants for the acquisition of capital equipment. When both restricted and unrestricted
resources are available for use, it is the Company’s policy to use restricted resources first, and then
unrestricted resources as they are needed.

Cash and cash equivalents:

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities three months or less from the date of acquisition. At times, cash
balances may exceed Federal Deposit Insurance Corporation (FDIC) insurance limits. Management
believes that no significant credit risk exists with respect to these balances.

Inventories:

Inventories are valued at the lower of cost or estimated net realizable market value; cost is determined
using the average cost method.



Note 1.

Note 2.

(Continued)

GREATER LYNCHBURG TRANSIT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

Summary of Significant Accounting Policies (Continued)

Capital assets:

Property acquisitions are recorded at cost and depreciation is computed on the straight-line method
over the following estimated useful lives:

Land improvements and buildings 10-40 years
Buses 10-12 years
Vans 4-5 years
Signs, shelters, and terminals 3-20 years
Shop and garage equipment 2-15 years
Office equipment and information systems 4-10 years

Compensated absences:

The Company’s policies allow for the accumulation and vesting of limited amounts of vacation leave
until termination or retirement. Sick leave is awarded to certain employees and is paid out at 50% at
retirement, subject to a limit of 720 hours. The liability for compensated absences reflects unused
leave as of June 30, including applicable employer taxes, as well as vested sick leave.

Net position:

Net position is the difference between assets and liabilities. Net investment in capital assets
represents capital assets less accumulated depreciation less any outstanding debt related to the
acquisition or improvement of those assets.

Income taxes:

As an instrumentality of the City, the Company is exempt from all federal, state, and local income
taxes.

Estimates:

Management uses estimates and assumptions in preparing the financial statements. Actual results
could differ from those estimates.

Deposits

All cash of the Company is maintained in accounts covered by the FDIC. At times, such amounts
may exceed FDIC insurance.



GREATER LYNCHBURG TRANSIT COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS

Note 3. Inventories

Inventories consist of the following:

Parts

June 30, 2016

Diesel fuel, motor oil, and transmission fluid

Tires
Allowance for obsolete inventory

Note 4. Capital Assets

Capital asset activity was as follows:

Capital assets, non-depreciable:
Land
Construction in progress
Total capital assets,
non-depreciable

Capital assets, depreciable:
Land improvements and buildings
Buses and vans
Signs, shelters, and terminals
Shop and garage equipment
Office equipment and information
systems

Total capital assets,
depreciable

Less accumulated depreciation for:
Land improvements and buildings
Buses and vans
Signs, shelters, and terminals
Shop and garage equipment
Office equipment and information

systems

Total accumulated
depreciation

Total capital assets,
depreciable, net

Total capital assets, net

(Continued)

2016 2015
$ 165,559 $ 179,127
9,618 13,248
32,553 13,747
(31,346) (34,899)
$ 176,384 $ 171,223
2016

Beginning Ending

Balance Increases Decreases Balance
$ 1,696,013 $ - $ - $ 1,696,013
2,660,560 11,417,881 142,861 13,935,580
4,356,573 11,417,881 142,861 15,631,593
11,570,281 104,342 - 11,674,623
21,671,214 665,831 - 22,337,045
195,416 56,023 - 251,439
464,363 - - 464,363
1,146,054 - - 1,146,054
35,047,328 826,196 - 35,873,524
2,494,213 275,249 - 2,769,462
11,300,071 1,849,133 - 13,149,204
120,262 30,477 - 150,739
436,462 6,105 - 442 567
964,675 142,322 1,106,997
15,315,683 2,303,286 - 17,618,969
19,731,645 (1,477,090) - 18,254,555
$24,088218 § 9,940,791 §$ 142,861 $ 33,886,148

9



GREATER LYNCHBURG TRANSIT COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS

Note 4. Capital Assets (Continued)

Capital assets, non-depreciable:
Land
Construction in progress
Total capital assets,
non-depreciable

Capital assets, depreciable:
Land improvements and buildings
Buses and vans
Signs, shelters, and terminals
Shop and garage equipment
Office equipment and information
systems

Total capital assets,
depreciable

Less accumulated depreciation for:
Land improvements and buildings
Buses and vans
Signs, shelters, and terminals
Shop and garage equipment
Office equipment and information

systems

Total accumulated
depreciation

Total capital assets,
depreciable, net

Total capital assets, net

(Continued)

June 30, 2016
2015

Beginning Ending

Balance Increases Decreases Balance
$ 1,696,013 $ - $ - 1,696,013
2,245,902 1,163,173 748,515 2,660,560
3,941,915 1,163,173 748,515 4,356,573
10,851,933 718,348 - 11,570,281
21,907,953 14,643 251,382 21,671,214
177,548 30,167 12,299 195,416
467,748 - 3,385 464,363
1,166,714 - 20,660 1,146,054
34,571,896 763,158 287,726 35,047,328
2,229,714 264,499 - 2,494,213
9,619,076 1,932,377 251,382 11,300,071
99,591 24,171 3,500 120,262
427,905 11,942 3,385 436,462
709,342 275,993 20,660 964,675
13,085,628 2,508,982 278,927 15,315,683
21,486,268 (1,745,824) 8,799 19,731,645
$ 25,428,183 $ (582,651) § 757,314 $ 24,088,218
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Note 5.

Note 6.

Note 7.

Note 8.

(Continued)

GREATER LYNCHBURG TRANSIT COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2016

Local Share Amounts Payable to or Receivable from City of Lynchburg

The City’s policy is to provide sufficient funds to meet the required local share (level of effort) as
defined by the Federal Transit Administration, and is reflected on the accrual basis as the local
subsidy of operations. Any deficiency is reflected as a receivable from or any surplus as a payable to
the City. Activity in this account was as follows:

2016 2015
Payable to City at beginning of year $ (43,702) $ (360,431)
Subsidy of operations — City of Lynchburg 1,387,273 1,350,336
Cash paid by the City to the Company (1,394,038) (1,394,038)
Cash paid by the Company to the City 43,702 360,431
Payable to City at end of year $ (6,765) $ (43,702)

Line of Credit
The City has created a special fund to support transit operations. The Company may draw on this
fund interest free with amounts to be repaid within 90 days, up to a maximum of $500,000. There

was no activity on the line of credit during 2016 or 2015, and the balance owed to the City was $-0- at
both June 30, 2016 and 2015.

Compensated Absences

Following is a summary of changes in compensated absences:

2016 2015
Beginning balance $ 165,928  § 152,309
Increases 234,223 296,447
Decreases (251,556) (282,828)
Ending balance $ 148,595  § 165,928

Commitments and Contingencies

Contingent grant rebate:

Pursuant to receiving certain federal grants, the Company has agreed to use any asset purchased with
grant funds for the provision of mass transportation service within its urban area for the asset’s useful
life. If, during such period the asset is not used in this manner, the Company must remit to the federal
government a proportionate amount of the fair market value, if any, of such property. No grant
amounts were required to be remitted during the years ended 2016 and 2015.

11



Note 8.

Note 9.

Note 10.

(Continued)

GREATER LYNCHBURG TRANSIT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2016
Commitments and Contingencies (Continued)

Management contract:

The Company has engaged First Transit, Inc. to manage its transit system; the current five-year
contract began January 2013. Management fees to First Transit, Inc. were $259,013 and $252,695 for
2016 and 2015, respectively. The Company did not pay First Transit, Inc. for any other service
during 2016 and 2015.

Union contract:

CVTMC’s union agreement was ratified March 7, 2014 with Local 1493 of the Amalgamated Transit
Union, AFL-CIO for the period September 1, 2013 through August 31, 2016, for the services of bus
operators and maintenance employees. As of the date these financial statements were available to be
issued, a new union contract had not been ratified, and the Company was operating under the terms of
the last contract.

Future construction plans:

The Company entered into contracts in 2015 to begin construction of a new operations and
maintenance facility, which is expected to cost approximately $23 million. The construction will be
funded through local, state, and federal capital grants. Costs incurred to date consist of design,
planning, and major construction costs which are reported as construction in progress at
June 30, 2016. The Company plans to list its current operations and maintenance facility for sale
when the new facility nears completion. Whether or not the proceeds must be returned to the grantor
agencies has yet to be determined. The tentative completion date of the new facility is
February 2017.

Defined Contribution Pension Plan

As part of its union agreement, CVTMC provides a defined contribution pension program for all
employees. The Company’s contribution consists of a match of up to four percent of each covered
employee’s pay. The Company’s required and actual contributions for covered union and nonunion

employees were $145,036 and $116,707 for 2016 and 2015, respectively. Employees contributed
equal amounts through payroll withholding.

Other Post-Employment Benefits

The cost of post-employment healthcare benefits is associated with the periods in which the costs
occur, rather than in the future years when they will be paid.

Plan description:
The Company provides healthcare, prescription drug, vision benefits, and life insurance to certain

salaried retirees and their dependents. All full time active employees who become disabled or retire
directly from the Company and meet the eligibility criteria may participate.

12



Note 10.

(Continued)

GREATER LYNCHBURG TRANSIT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

Other Post-Employment Benefits (Continued)

Membership:

The participants at June 30, 2016 consist of 18 active employees; there are also four retirees who are
currently receiving or are entitled to receive benefits. At June 30, 2015, there were 15 active
employees and two retirees.

Funding policy:
Management tentatively intends to fund 50% of the Annual Required Contribution. However, no
funds have yet been contributed to a trust fund, although an amount of $145,000 has been earmarked

for a future contribution.

Annual other post-employment benefit cost and net OPEB obligation:

2016 2015

Annual required contribution $ 34,000 $ 34,000
Adjustment to annual required contribution - -
Annual OPEB cost 34,000 34,000
Less contribution made (estimated benefits to

current retirees) 1,000 1,000
Increase in net OPEB obligation 33,000 33,000
Net OPEB obligation — beginning of year 131,000 98,000
Net OPEB obligation — end of year $ 164,000 $ 131,000

The Company’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan
contributions, and the net OPEB obligation for 2015 and 2016 are as follows:

Percentage of

Fiscal Year Annual OPEB Annual OPEB Net OPEB
Ended Cost Cost Contributed Obligation
06/30/2014 $ 22,000 5% $ 98,000
06/30/2015 $ 34,000 3% $ 131,000
06/30/2016 $ 34,000 3% $ 164,000
13



Note 10.

Note 11.

Note 12.

(Continued)

GREATER LYNCHBURG TRANSIT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2016
Other Post-Employment Benefits (Continued)

Funded status and funding progress:

The funded status of the plan as of July 1, 2014 was as follows:

Actuarial accrued liability (AAL) $ 263,000
Actuarial value of plan assets $ -
Unfunded actuarial accrued liability (UAAL) $ 263,000
Funded ratio (actuarial value of plan assets/AAL) - %
Covered payroll (active plan members) $ 586,729
UAAL as a percentage of covered payroll 45%

Actuarial methods and assumptions:

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and healthcare cost trends. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future.

Capital Contributions

Capital contributions consist of the following:

2016 2015
Federal $  7,100333 $ 826,214
State 3,966,410 235,203
Local 1,181,941 89,961

$ 12,248,684 § 1,151,378

Contract with Liberty University

In August of 2013, the Company entered into an initial agreement to provide bus service on the
campus of Liberty University from August 2013 through May 2014. It also allowed students and
employees to ride for free on other Company routes. The current agreement, entered into in
September 2015, is for the period of July 2015 through June 2016. As part of this and previous
agreements, the University paid the Company $1,234,631 in 2016 and $1,365,398 in 2015,
respectively. A new contract for July 2016 through June 2017 was finalized on July 22, 2016.

14



Note 13.

Note 14.

GREATER LYNCHBURG TRANSIT COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2016

Risk Management

The Company is a member of the Virginia Transit Liability Pool, (the “Pool”) through which the
Company is insured for operational liabilities and for its transit vehicles, in amounts up to $15 million
per incident. The Pool is a local government self-insurance pool to which the Company pays an
annual premium. The Company insures its other equipment and property through commercial
insurance providers. The Company has not reduced its coverage from the prior year, and settlements
have not exceeded insurance coverage for the past three years.

New Accounting Standards

The Governmental Accounting Standards Board (GASB) has issued the following Statements which
are not yet effective. Management has not yet evaluated the effects, if any, of adopting these
standards.

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits other
than Pensions improves accounting and financial reporting by state and local governments for
postemployment benefits other than pensions (other postemployment benefits or OPEB). It also
improves information provided by state and local governmental employers about financial support for
OPEB that is provided by other entities. This Statement results from a comprehensive review of the
effectiveness of existing standards of accounting and financial reporting for all postemployment
benefits (pensions and OPEB) with regard to providing decision-useful information, supporting
assessments of accountability and interperiod equity, and creating additional transparency. This
Statement will be effective for the year ending June 30, 2018.

GASB Statement No. 80, Blending Requirements for Certain Component Units — an amendment of
GASB Statement No. 14 improves financial reporting by clarifying the financial statement
presentation requirements for certain component units. This Statement amends the blending
requirements established in paragraph 53 of Statement No. 14, The Financial Reporting Entity, as
amended. This Statement will be effective for the year ending June 30, 2017.

GASB Statement No. 81, Irrevocable Split-Interest Agreements improves accounting and financial
reporting for irrevocable split-interest agreements by providing recognition and measurement
guidance for situations in which a government is a beneficiary of the agreement. This Statement will
be effective for the year ending June 30, 2018.

GASB Statement No. 82, Pension Issues (an amendment of GASB Statements No. 67, No. 68, and
No. 73) addresses certain issues that have been raised with respect to recent pension standards.
Specifically, this Statement addresses issues regarding (1) the presentation of payroll-related
measures in required supplementary information, (2) the selection of assumptions and the treatment
of deviations from the guidance in an Actuarial Standard of Practice for financial reporting purposes,
and (3) the classification of payment made by employers to satisfy employee (plan member)
contribution requirements. This Statement will be effective for the year ending June 30, 2017, except
for certain provisions regarding assumptions for plans with a measurement date that differs from the
employer’s reporting date — those provisions are effective for the year ending June 30, 2018.
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SUPPLEMENTAL SCHEDULES




GREATER LYNCHBURG TRANSIT COMPANY, INC.

SCHEDULE OF OPERATING EXPENSES

Labor
Operators’ salaries and wages
Other salaries and wages

Total labor
Fringe benefits

Services
Management services
Professional and technical services
Contract services
Medical services

Total services

Materials and supplies
Diesel fuel
Motor oil
Lubricants and coolants
Gasoline
Tires and tubes
Shop and garage equipment maintenance
Shop and garage building maintenance
Other shop and garage expense
Repair parts for revenue vehicles
Servicing supplies
Schedules
Tickets and transfers
General office supplies
Safety and security
Shelters and signs

Total materials and supplies
Utilities
Light, heat, power, and water

Communications

Total utilities

(Continued)

SCHEDULE 1

Year Ended June 30, 2016
General
Operations Maintenance Administration Total

$ 2,153,495 $ - $ - $ 2,153,495
364,135 638,984 299,032 1,302,151
2,517,630 638,984 299,032 3,455,646
1,382,580 350,904 164,216 1,897,700
- - 259,013 259,013
- - 28,350 28,350
- - 223,818 223,818
9,705 - - 9,705
9,705 - 511,181 520,886
324,953 - - 324,953
381 - - 381
15,850 - - 15,850
69,222 - - 69,222
41,274 - - 41,274
- 4,745 - 4,745
- 18,662 - 18,662
- - 122,351 122,351
- 467,314 - 467,314
- 10,342 - 10,342
1,770 - - 1,770
4,770 - - 4,770
- - 11,553 11,553
- - 4,771 4,771
4,662 - - 4,662
462,882 501,063 138,675 1,102,620
- - 71,338 71,338
- - 48,523 48,523
- - 119,861 119,861
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GREATER LYNCHBURG TRANSIT COMPANY, INC.

SCHEDULE OF OPERATING EXPENSES

Insurance
Premiums for physical damage
Premiums for liability and property damage
Premiums for other insurance

Total insurance

Miscellaneous expenses
Dues and subscriptions
Training, local staff
Travel expense, local staff
Travel expense, board
Travel expense, First Transit staff
Advertising
Registration fees, employees
Registration fees, local staff
Registration fees, board
Other miscellaneous expenses

Total miscellaneous expenses

Total operating expenses before
depreciation

Depreciation

Total operating expenses

SCHEDULE 1

Year Ended June 30, 2016
General
Operations Maintenance Administration Total

$ - $ 19,989 $ - $ 19,989
- - 202,114 202,114

- - 39,143 39,143

- 19,989 241,257 261,246

- - 23,603 23,603

- - 18,715 18,715

- - 9,282 9,282

- - 405 405

- - 4,565 4,565

- - 1,075 1,075

- - 17,076 17,076

- - 74,721 74,721

4,372,797 1,510,940 1,548,943 7,432,680
1,883,537 277,047 142,702 2,303,286

$ 6,256,334 $ 1,787,987 $ 1,691,645 $ 9,735,966
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SCHEDULE 2

GREATER LYNCHBURG TRANSIT COMPANY, INC.

SCHEDULE OF OPERATING EXPENSES

Year Ended June 30, 2015
General
Operations Maintenance Administration Total
Labor
Operators’ salaries and wages $ 2,089,276 $ - $ - $ 2,089,276
Other salaries and wages 358,218 620,087 264,762 1,243,067
Total labor 2,447,494 620,087 264,762 3,332,343
Fringe benefits 1,401,701 355,129 151,632 1,908,462
Services
Management services - - 252,695 252,695
Professional and technical services - - 32,250 32,250
Contract services 214 - 208,335 208,549
Medical services 9,940 - - 9,940
Total services 10,154 - 493,280 503,434
Materials and supplies
Diesel fuel 559,534 - - 559,534
Motor oil 2,146 - - 2,146
Lubricants and coolants 8,587 - - 8,587
Gasoline 70,053 - - 70,053
Tires and tubes 72,942 - - 72,942
Shop and garage equipment maintenance - 13,428 - 13,428
Shop and garage building maintenance - 24,596 - 24,596
Other shop and garage expense - - 108,264 108,264
Repair parts for revenue vehicles - 325,106 - 325,106
Servicing supplies - 8,064 - 8,064
Schedules 17,345 - - 17,345
Tickets and transfers 11,937 - - 11,937
General office supplies - - 16,774 16,774
Safety and security - - 1,987 1,987
Shelters and signs 3,312 - - 3,312
Total materials and supplies 745,856 371,194 127,025 1,244,075
Utilities
Light, heat, power, and water - - 70,188 70,188
Communications - - 47,865 47,865
Total utilities - - 118,053 118,053
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SCHEDULE 2

GREATER LYNCHBURG TRANSIT COMPANY, INC.

SCHEDULE OF OPERATING EXPENSES

Year Ended June 30, 2015
General
Operations Maintenance Administration Total
Insurance
Premiums for physical damage $ - $ 22,529 $ - $ 22,529
Premiums for liability and property damage - - 165,217 165,217
Premiums for other insurance - - 38,525 38,525
Total insurance - 22,529 203,742 226,271
Miscellaneous expenses
Dues and subscriptions - - 19,921 19,921
Training, local staff - - 15,089 15,089
Travel expense, local staff - - 9,931 9,931
Travel expense, board - - 3,512 3,512
Travel expense, First Transit staff - - 1,393 1,393
Advertising - - 11,599 11,599
Safety promotion - - 1,915 1,915
Registration fees, local staff - - 920 920
Registration fees, board - - 800 800
Other miscellaneous expenses - - 11,983 11,983
Total miscellaneous expenses - - 77,063 77,063
Total operating expenses before
depreciation 4,605,205 1,368,939 1,435,557 7,409,701
Depreciation 2,197,539 35,450 275,993 2,508,982
Total operating expenses $ 6,802,744 $ 1,404,389 $ 1,711,550 $ 9,918,683
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SCHEDULE 3

GREATER LYNCHBURG TRANSIT COMPANY, INC.

SCHEDULES OF FUNDING PROGRESS FOR
OTHER POST-EMPLOYMENT BENEFITS

June 30, 2016
(a) (b) (b-a) (a/b) () (b-a)/c)
Unfunded
Actuarial UAAL as of
Actuarial Actuarial Actuarial Accrued Annual Percentage of
Valuation Value of Accrued Liability Funded Covered Covered
Date Assets Liability (AAL) (UAAL) Ratio Payroll Payroll
July 1,2014  § - $ 263,000 § 263,000 0.00% § 586,729 44.82%
July 1,2011  § - $ 184,000 § 184,000 0.00% § 557,158 33.02%
July 1,2008  § - $ 78,000 $ 78,000 0.00% § 502,944 15.51%
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SCHEDULE 4
GREATER LYNCHBURG TRANSIT COMPANY, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2016

Pass-Through

Federal Entity
Federal Grantor/Pass-Through CFDA Identifying Cluster Federal
Grantor/Program Title Award Date Number Number Amounts Expenditures
Department of Transportation —
Federal Transit Administration:
Virginia Department of Rail
and Public Transportation:
Federal Transit Cluster:
Urbanized Area 11/06/2015 20.507 VA-90-X434-01 $ 2,019,195
Formula Program
Capital Investment 09/20/2012 20.507 VA-95-X122  § 96,205
Grants
07/07/2014 VA-95-X110-01 476,248
09/10/2014 VA-95-X-120-00 249,461
04/24/2015 VA-95-X145 35,823
06/12/2015 VA-95-X151 5,927,549
05/18/2015 VA-34-0003 315,047 7,100,333

$ 9,119,528

Note to Schedule of Expenditures of Federal Awards: This schedule is prepared on the accrual basis of accounting.
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COMPLIANCE SECTION




EDWARDS

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

Board of Directors
Greater Lynchburg Transit Company, Inc.
Lynchburg, Virginia

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
Greater Lynchburg Transit Company, Inc. (the “Company”), as of and for the year ended June 30, 2016,
and the related notes to the financial statements, which collectively comprise the Company’s basic
financial statements, and have issued our report thereon dated September 6, 2016.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Company’s
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
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Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Company’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Company’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

égm,éé/mé "é';am;,fofﬁ

CERTIFIED PUBLIC ACCOUNTANTS

Lynchburg, Virginia
September 6, 2016
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EDWARDS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE

Board of Directors
Greater Lynchburg Transit Company, Inc.
Lynchburg, Virginia

Report on Compliance for Each Major Federal Program

We have audited the Greater Lynchburg Transit Company, Inc.’s (the “Company”), compliance
with the types of compliance requirements described in the OMB Compliance Supplement that could
have a direct and material effect on each of the Company’s major federal programs for the year ended
June 30, 2016. The Company’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Company’s major
federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the Company’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 on compliance for each
major federal program. However, our audit does not provide a legal determination of the Company’s
compliance.

Opinion on Each Major Federal Program

In our opinion, the Company complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2016.
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Report on Internal Control over Compliance

Management of the Company is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Company’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose
of expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Company’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement
of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of

our testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

%,W@yﬁ,vﬂfﬂ

CERTIFIED PUBLIC ACCOUNTANTS

Lynchburg, Virginia
September 6, 2016
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GREATER LYNCHBURG TRANSIT COMPANY, INC.

SUMMARY OF COMPLIANCE MATTERS
June 30, 2016

As more fully described in the Independent Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards, we performed tests of the Company’s compliance with certain provisions of the
laws, regulations, contracts, and grant agreements shown below.

LOCAL COMPLIANCE MATTERS

Company By-Laws

FEDERAL COMPLIANCE MATTERS

Compliance Supplement for Single Audits of State and Local Governments

Provisions and conditions of agreements related to federal programs selected for testing.
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GREATER LYNCHBURG TRANSIT COMPANY, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2016

A. SUMMARY OF AUDITOR’S RESULTS

8.
0.

The auditor’s report expresses an unmodified opinion on the financial statements.

No significant deficiencies relating to the audit of the financial statements were reported in the
Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards.

No instances of noncompliance material to the financial statements were disclosed.

No significant deficiencies relating to the audit of the major federal award program were reported in the
Independent Auditor’s Report on Compliance for Each Major Program and on Internal Control over
Compliance Required by the Uniform Guidance.

The auditor’s report on compliance for the major federal award program expresses an unmodified
opinion.

The audit disclosed no audit findings relating to the major program.
The programs tested as a major program are:

Federal Transit Administration Grant Cluster:
Federal Transit Operating Assistance 20.507
Federal Transit Capital Grants 20.507

The threshold for distinguishing Type A and B programs was $750,000.

The Company was determined to be a low-risk auditee.

B. FINDINGS - FINANCIAL STATEMENT AUDIT

None.

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT

None.
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