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Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Topeka Metropolitan Transit Authority
Topeka, Kansas

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of Topeka Metropolitan
Transit Authority (the Authority), as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the Authority’s basic financial statements as listed in the table of
contents.

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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit 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 applicable provisions of the Kansas Municipal Audit and Accounting Guide. 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 auditors’ 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.

An Independently Owned Member, RSM US Alliance

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own acts and omissions, and each are separate and
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independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM International, a global network of independent audit, tax, and consulting firms. Members of RSM US

Alliance have access to RSM International resources through RSM US LLP but are not member firms of RSM International.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the business-type activities of the Authority as of June 30, 2021 and the changes in financial position
and cash flows for the year 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 management’s
discussion and analysis and the required supplementary information listed in the table of contents 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.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Authority’s basic financial statements. The supplementary schedules listed in the accompanying
table of contents, including the schedule of expenditures of federal awards 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 are presented for purposes of additional analysis and are not a required part of
the basic financial statements.

The supplementary information is the responsibility of management and was derived from and relates 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 information is fairly stated, in all material respects, in relation to
the basic financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 14, 2022 on our
consideration of the Authority'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 solely 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 the effectiveness of the Authority’s 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 Authority's internal control over financial reporting and
compliance.

January 14, 2022
Topeka, Kansas



Topeka Metropolitan Transit Authority
Management’s Discussion and Analysis

BOARD OF DIRECTORS EXECUTIVE STAFF
Rodd Miller, Chair Robert Nugent, GM
Alan Bearman, Vice-Chair Chip Falldine, CFO
Jim Daniel John Cassidy, General Counsel
Beverly Hall
Scott Tummons
Jim Ogle
Joseph Ledbetter
INTRODUCTION

This discussion and analysis is intended to serve as an introduction to Topeka Metro’s basic financial statements
for the year ending June 30, 2021, with selected comparative information for the year ending June 30, 2020.
Topeka Metro uses an accrual basis of accounting in accordance with generally accepted accounting principles
(GAAP). This discussion has been prepared by management and should be read in conjunction with the financial
statements and the notes thereto.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Statement of Net Position presents information regarding Topeka Metro’s assets, liabilities, deferred
outflows and deferred inflows. The difference between these is reported as net position. The increases or
decreases in net position may serve as a useful indicator of whether the financial position is improving or
deteriorating.

The Statement of Revenues, Expenses and Changes in Net Position presents information showing how Topeka
Metro’s net position changed during the most recent fiscal year. All changes in net position are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of related cash flows.

Notes to the Financial Statements provide additional information that is essential to obtain a full understanding
of the data provided in the financial statements.

Other Supplementary Information includes the budgetary schedule and the schedule of expenditures of federal
awards and related compliance reports.

OPERATIONAL HIGHLIGHTS
Metro continued its multi-phase bus stop project, and 74 more ADA-accessible stops were installed.

Topeka Metro continued the student pass program in FY2021 with Unified School District 501. The district
purchased 1,600 annual student passes for the 2020-2021 school year. Students may also use their bus passes
during school holidays. Due to the Covid-19 pandemic, Topeka Metro did not charge bus fares for several
months, and therefore refunded to USD 501 for five months of student passes (September through January).
Topeka Metro also continued its contract with Washburn University to allow 8,000 students, faculty and staff to
ride during the school year.
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During fiscal year 2021, Topeka Metro continued the “Kids Ride Free” and the “Lift to Fixed Route” programs.
Topeka Metro terminated the SOTO (South Topeka) and the NETO (Northeast Topeka) workforce programs in
December 2020; both programs are now operated by Capital City Taxi to provide rides 24/7 to businesses located
in these areas. Topeka Metro is no longer involved in this program.

TOPEKA METRO FINANCIAL MANAGEMENT

This financial report is designed to provide the Topeka Metro Board of Directors, management, stakeholders,
funding sources and other interested parties with a general overview of Topeka Metro’s finances, and to
demonstrate Topeka Metro’s accountability for the funds it receives and expends. For additional information
about this report:

Robert Nugent, GM Chip Falldine, CFO
201 N. Kansas Avenue 201 N. Kansas Avenue
Topeka, KS 66603 Topeka, KS 66603
785-730-8610 785-730-8612
rnugent@topekametro.org cfalldine@topekametro.org
ACTIVITY HIGHLIGHTS
RIDERSHIP

Various attributes are summarized on the following pages for each type of service offered by Topeka Metro.

Fiscal Year Fixed Route Lift Total
2017 1,197,319 51,614 1,248,933
2018 1,221,110 47,024 1,268,134
2019 1,249,396 51,004 1,300,400
2020 1,089,149 44,770 1,133,919
2021 764,567 35,966 800,533

SERVICE HOURS

Fiscal year Fixed Route Lift Total
2017 60,115 18,838 78,953
2018 60,023 16,491 76,514
2019 60,172 18,116 78,288
2020 61,570 14,907 76,477
2021 54,410 10,927 65,337

SERVICE AND RIDERSHIP CHANGES

Topeka Metro made no major changes to the fixed route system in FY2021. Both fixed route and paratransit
ridership decreased in FY2021 due to the Covid-19 pandemic.



FINANCIAL HIGHLIGHTS

SUMMARY OF NET POSITION

2021 2020

Assets and Deferred Outflows

Current Assets $19,169,043 $15,829,976

Capital Assets, Net 12,508,040 13.328.848
Total Assets $31,677,083 $29,158.824
Deferred Outflows (KPERS) 1,219,984 765,647
Deferred Outflows (OPEB) 8,224 2.434
Total Assets and Deferred $32,905,291 $29,926,905

Outflows

Liabilities, Deferred Inflows and Net Position

Current Liabilities 594,101 630,615

Long-Term Liabilities 4,004,003 3.432.055
Total Liabilities 4,598,104 4,062,670
Deferred Inflows (KPERS) 223,568 131,911
Deferred Inflows (OPEB) 87.388 89.392
Total Liabilities and Deferred Inflows 4,909,060 4,283,973

Net Investment in Capital Assets 12,508,040 13,328,848

Undesignated 15,488,191 12,314,084
Total Net Position $27.996,231 $25,642.932
Total Liabilities, Deferred $32,905,291 $29.926,905

Inflows and Net Position

CURRENT ASSETS

Cash and Cash Equivalents are those funds kept on hand for operating and reserve funds. Investments and Board
Designated Investments include certificates of deposit, U.S. Treasuries and funds invested in the State of Kansas
Municipal Investment Pool. As of June 30, 2021, $500,000 of Designated Investment is for the self-insurance
program, and $10,504,216 was designated by the Topeka Metro Governing Board for capital improvements.

Receivables consist of:
e Accounts Receivable consists of billings to third parties who have purchased some type of fare medium
(tickets or passes), and reimbursement due for federal tax paid on gasoline purchases;
e (Grants Receivable are funds due at the close of the fiscal year from funding agencies based on the
allowable expenditures within a grant; and,
e Accrued Interest Receivable is the interest due on certificates of deposit.

Accounts Receivable maintained a consistent balance throughout the period. The age of an account receivable
rarely exceeds 30 days — the majority of accounts are paid promptly and uncollectible accounts are negligible.
Grants Receivable is requested on a reimbursement basis, usually within ninety (90) days of the expenditure. The
balance at the end of any year varies depending upon the capital procurements in process, operating expenses
incurred, and timing of the availability of grant funds.



Inventory consists of diesel fuel, unleaded gasoline and several types of oil — all are used in the buses and service
vehicles and kept in storage tanks on the property. These items are expensed monthly based on use.

Prepaid Expenses include employee benefits and a variety of operating expenditures. Prepaid Insurance
(property, liability and workers’ compensation) is also included in this category.

CAPITAL ASSETS

Topeka Metro’s capital assets include land, buildings and improvements, bus shelters, buses, service vehicles, and
other various equipment. The net value of Topeka Metro’s property and equipment decreased by $820,808 during
fiscal year 2021. The decrease was due to the net effect of (1) the purchase and disposal of various assets, and
(2) normal and customary depreciation. Additional information on Topeka Metro’s capital assets can be found in
the notes of this report.

Major capital asset events during FY2021 included the following:

Asset purchases:
a) Bus stops (74)

Asset disposals:
none

Capital Assets (net of depreciation)

06/30/2021 06/30/2020
Buildings $ 1,735,145 1,927,302
Bus Stops 2,650,513 2,012,677
Communication Equipment 0 0
Computer Equipment 0 1,770
Farebox Equipment 99,510 138,030
Office Equipment 0 0
Leasehold Improvements 837,942 980,602
Maintenance Equipment 214,267 258,392
Revenue Vehicles 2,865,779 3,715,704
Services Vehicles 88,518 118,272
Projects in Process 416,111 575,844
Land 3,600,255 3.600,255
Total $12,508,040 $13,328,848

DEFERRED OUTFLOWS

Deferred Outflows relate to the KPERS Net Pension Liability, the KPERS OPEB Liability and Metro’s OPEB
liability. The Pension Deferred Outflows consist of (1) Topeka Metro’s contributions made to the KPERS
retirement program during fiscal year 2021, and (2) Topeka Metro’s share of KPERS Deferred Outflows as of
June 30, 2020. The KPERS OPEB Deferred Outflows are an estimate of Topeka Metro’s contributions made to
the KPERS Long-Term Disability program during fiscal year 2021; this estimate is based on the actual
contribution percentage in FY2020. Metro’s OPEB Deferred Outflows are related to health insurance as of
June 30, 2021.



LIABILITIES

Accounts Payable remained fairly consistent throughout the year; any fluctuations were due to the timing of
invoices.

Accrued Payroll and Related Liabilities include all wages payable, payroll taxes (both withheld and the employer
share), accrued vacation, PTO and accrued contracted sick leave.

Unearned Revenue is comprised of pre-sold bus passes and tickets.
Settlements Payable consists of expected liability expenses incurred during the current fiscal year.
The Long-Term Liability consists of (1) Topeka Metro’s share of the KPERS Net Pension Liability as of June 30,

2020, (2) Topeka Metro’s share of the KPERS OPEB Liability as of June 30, 2020 and (3) Topeka Metro’s
estimated post-employment benefit liability related to health insurance as of June 30, 2021.

DEFERRED INFLOWS

Deferred Inflows consist of (1) Topeka Metro’s share of KPERS Net Pension Deferred Inflows as of June 30,
2020, (2) Topeka Metro’s share of KPERS OPEB Deferred Inflows as of June 30, 2020, and (3) Topeka Metro’s
OPEB Deferred Inflows related to health insurance as of June 30, 2021.

NET POSITION

Net Investment in Capital Assets is the book value of Topeka Metro’s assets (purchase price less accumulated
depreciation) net of related debt. Unrestricted Net Position is the balance of net position. Of the unrestricted net
position, the Board has designated $500,000 for the Self Insurance Fund and $10,504,216 for Capital Reserves.



SUMMARY OF OPERATIONS AND CHANGE IN NET POSITION

Fiscal Year Ending June 30

2021 2020

Operating Revenue

Fares $ 425,189 $ 919,279

Other Operating 130,947 193,537
Total Operating Revenue 556,136 1,112,816
Operating Expense

Salaries and Benefits 6,176,117 5,951,544

Contracted Services 1,063,908 978,621

Materials and Supplies 925,465 1,190,966

General Overhead 325,438 382,065

Depreciation 1,594,664 1,568,617
Total Operating Expense 10,085,592 10,071,813
Operating Loss (9,529,456) (8,958,997)
Non-Operating Revenue

Interest & Gain/(Loss) on Disposal 23,451 188,321

Grants 5,950,134 4,504,305

Property Taxes 5,379.547 5,133.983
Total Non-Operating Revenue 11,353,132 9.826,609
Income before Capital Grants 1,823,676 867,612
Capital Grants 529.623 1,228,087
Change in Net Position 2,353,299 2,095,699
Net Position — Beginning Balance 25,642,932 23,547,233
Net Position — Ending Balance $27,996,231 $25,642,932

Operating expenses increased 0.14% in fiscal year 2021 over the previous year. There were increases in wages,
contracted services and depreciation; there were decreases in supplies and administrative costs.

Operational & Funding Revenues Fiscal Year Ending June 30
(Capital Grants are not Included) 2021 2020
Fares $ 425,189 $ 919,279
Property Taxes 5,379,547 5,133,983
Federal Grants 4,962,534 3,435,011
State Grants 867,690 866,030
All Other Sources 274,308 585,122

Total Operating & Funding Revenues $11,909,268 $10,939.425

Fare revenue decreased in FY2021 due to the Covid-19 pandemic — Metro was not collecting fares July 2020 to
January 2021 to allow for rear boarding. Property taxes and state grant revenue reflected small increases. Federal
grant revenue increased due to the CARES Act grant. Revenue from Other Sources decreased due to decreased
interest on investments and the cessation of the bikeshare and SOTO/NETO programs.



REVENUE & FUNDING

FY2021

FY2020
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OPERATING EXPENSES

FY2021

FY2020
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Operating Expenses Fiscal Year Ending June 30
2021 2020
Salaries and Benefits $ 6,176,117 $ 5,951,544
Contracted Services 1,063,908 978,621
Materials and Supplies 925,465 1,190,966
General Overhead 325,438 382,065
Depreciation 1,594,664 1,568,617

Total Operating Expense

$10,085.592 $10,071,813

FY2021 overall operating expenses increased from the previous year by $13,773, or 0.14%. Primary changes in
expense categories were:

1.
2.
3.

3.

Salaries and Benefits increased by $224,573 (3.8%) due to employee loyalty bonuses.

Contracted services increased by $85,287 (8.7%) due to increases in bus repairs.

Materials and Supplies decreased $265,501 (22%) due to decreases in fuel cost and bikeshare
connectivity.

General Overhead decreased by $56,627 (14.8%) due to an increase in insurance recoveries.

BUDGET

Revenue budget was low in FY2021 due to the pandemic. Actual revenue exceeded budget by 34% because
Topeka Metro started collecting fares again in February 2021.

Revenue & Expenses - Budget vs. Actual
$12,000,000
$10,000,000
$8,000,000
$6,000,000
$4,000,000
$2,000,000
go I I | Y _. Y
2021 Revenues 2021 Expenses 2020 Revenues 2020 Expenses
’ OBudget mActual ‘
2021 2020

Budgeted Revenues $ 415,337 $ 1,293,849

Actual Revenues 556,136 1,112,816

Budgeted Expenses 10,708,687 9,951,807

Actual Expenses 10,085,592 10,071,813
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TOPEKA METROPOLITAN TRANSIT AUTHORITY
STATEMENT OF NET POSITION
June 30, 2021

ASSETS AND DEFERRED OUTFLOWS

Current assets:
Cash and cash equivalents
Deposits and investments:
Operating
Designated
Accounts receivable
Grants receivable
Interest receivable
Inventory
Prepaid expenses

Total current assets
Non-current assets:
Capital assets not being depreciated
Capital assets, net of depreciation
Total non-current assets

Total assets

Deferred outflows of resources - OPEB
Deferred outflows of resources - pension

Total deferred outflows of resources

Total assets and deferred outflows of resources

(Continued)
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$

289,059

5,952,127
11,004,216
46,248
1,557,748
1,276
47,305
271,064

19,169,043

4,016,366
8,491,674

12,508,040

31,677,083

8,224
1,219,984

1,228,208

32,905,291




TOPEKA METROPOLITAN TRANSIT AUTHORITY
STATEMENT OF NET POSITION
June 30, 2021
(Continued)

LIABILITIES, DEFERRED INFLOWS AND NET POSITION

Current liabilities:
Accounts payable
Accrued payroll and benefits
Accrued vacation
Unearned revenue
Claims payable

Total current liabilities
Long-term liabilities:
OPEB liability
Net pension liability
Total long-term liabilities

Total liabilities

Deferred inflows of resources - OPEB
Deferred inflows of resources - pension

Total deferred inflows of resources
Net position:
Net investment in capital assets
Unrestricted

Total net position

Total liabilities, deferred inflows of resources and net position

See accompanying notes to financial statements.
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136,818
225,283
190,265
26,735
15,000

594,101

159,105
3,844,898

4,004,003

4,598,104

87,388
223,568

310,956

12,508,040
15,488,191

27,996,231

32,905,291




TOPEKA METROPOLITAN TRANSIT AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Operating revenues:
Passenger fares
Advertising and other revenue

Total operating revenues

Expenses:
Salaries and benefits
Contracted services
Materials and supplies
Depreciation
Utilities
Insurance
Taxes
Taxi service
Continuing education
Advertising
Leases
Self-insurance damage claims
Other expenses

Total operating expenses
Operating loss
Non-operating revenues:
Investment income
Property taxes
Federal operating grants
State operating grants
Planning grants
Total non-operating revenues
Income before capital grants
Capital grants
Change in net position

Net position, beginning of year

Net position, end of year

See accompanying notes to financial statements.

Year Ended June 30, 2021
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$

425,189
130,947

556,136

6,176,117
732,457
925,465

1,594,664
167,770

20,357
54,460
331,451
20,607
9,986
961
29,906
21,391

10,085,592

(9,529,456)

23,451
5,379,547
4,962,534

867,690
119,910

11,353,132

1,823,676

529,623

2,353,299

25,642,932

27,996,231




TOPEKA METROPOLITAN TRANSIT AUTHORITY
STATEMENT OF CASH FLOWS
Year Ended June 30, 2021

Cash flows from operating activities:

Cash received from customers $ 601,042

Cash paid to suppliers (2,423,380)

Cash paid to employees (5,944,653)
Net cash from operating activities (7,766,991)

Cash flows from non-capital financing activities:
Property taxes and operating grants 11,251,685

Cash flows from capital and related financing activities:

Capital grants 819,982
Purchase of capital assets (773,856)
Net cash from capital and related financing activities 46,126

Cash flows from investing activities:

Proceeds from investments 6,330,000
Purchase of investments (9,713,384)

Interest received 41,664
Net cash from investing activities (3,341,720)

Net increase in cash 189,100

Cash and cash equivalents, beginning of year 99,959

Cash and cash equivalents, end of year $ 289,059

RECONCILIATION OF OPERATING LOSS TO NET CASH FROM

OPERATING ACTIVITIES:
Operating loss $ (9,529,456)
Adjustments to reconcile operating loss to net cash from operating activities:
Depreciation 1,594,664
Changes in assets, deferred outflows, liabilities and deferred inflows:
Accounts receivable 58,862
Inventory (13,322)
Prepaid expenses (42,700)
Deferred outflows (460,127)
Accounts payable (38,560)
Accrued payroll and benefits 15,579
Accrued vacation 13,629
Employee deductible payable 782
Construction retention (5,987)
Unearned revenue (13,956)
Claims payable (8,000)
Other post-employment benefits liability 11,434
Net pension liability 560,514
Deferred inflows 89,653
Net cash from operating activities $ (7,766,991)

See accompanying notes to financial statements.
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TOPEKA METROPOLITAN TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2021

Reporting Entity and Summary of Significant Accounting Policies

Reporting Entity

The Topeka Metropolitan Transit Authority (the Authority) was created in 1973 by Kansas statutes and a
City of Topeka (City) ordinance. The Authority’s primary function is to plan, develop, finance and
operate transit facilities serving the City. In evaluating the Authority’s financial reporting entity,
management has considered all potential component units and has determined there are no component
units over which the Authority is financially accountable. Financial accountability is based primarily on
non-operational or financial relationships with the Authority (as distinct from legal relationships). These
financial statements include all the accounts for which the Authority is considered to be financially
accountable.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

For financial reporting purposes, the Authority is considered a proprietary entity engaged only in
business-type activities. The financial statements are prepared on the accrual basis of accounting and on
an economic resources measurement focus in accordance with accounting principles generally accepted in
the United States of America. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

The Authority distinguishes operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing goods and services in connection with ongoing
operations. The principal operating revenues of the Authority are charges to customers for sales and
services. Operating expenses include the costs of sales and services, administrative expenses, and
depreciation on capital assets. All revenue and expenses not meeting this definition are reported as non-
operating revenues and expenses.

Budget

In accordance with Kansas statutes, the Authority must establish and approve an annual operating budget.
This budget is considered to be a flexible, non-appropriated budget.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Authority considers all highly liquid investment
instruments purchased with an original maturity of three months or less to be cash equivalents. Cash and
cash equivalents consists of checking accounts and petty cash.

-17-



TOPEKA METROPOLITAN TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
(Continued)

Investments

Investments include a U.S. Treasury Bill, non-negotiable certificates of deposit, brokered certificates of
deposit and money deposited in the State of Kansas Municipal Investment Pool (MIP). The certificates of
deposit are recorded at cost because they are not affected by market rate changes. The U.S. Treasury Bill,
brokered certificates of deposit and the MIP are recorded at fair value. The fair value of the Authority’s
position in the MIP is the same as the value of the pool shares.

Accounts Receivable

Accounts receivable are carried at original invoice amount less an estimate made for doubtful receivables
based on a review of all outstanding amounts on a monthly basis. Management determines the allowance
for doubtful accounts by identifying troubled accounts and by using historical experience applied to an
aging of accounts. Receivables are written off when deemed uncollectible. Recoveries of receivables
previously written off are recorded as revenue when received. Management has determined that no
allowance is necessary as of June 30, 2021.

Inventory

Inventory consists of fuel and is stated at cost, which has been determined using the first-in, first-out
(FIFO) method of accounting.

Capital Assets

Capital assets are defined as assets with an initial individual cost of more than $ 5,000 and an estimated
useful life in excess of one year. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at acquisition value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
the life of the asset are not capitalized. Major additions or improvements are capitalized. When assets
used in the operation of the Authority are sold, the gain or loss on the sale is recorded as non-operating
revenue or expense.

Depreciation is computed using the straight-line method. Buildings are being depreciated over a period of
5 to 30 years. Buses and other equipment are depreciated over a period of 2 to 15 years.

The City deeded to the Authority the land and building at 201 North Kansas in October 1981. The
Authority is to hold title to the property as long as it remains a Transit Authority. If the Authority ceases
to exist, the property will revert to the City. The City also deeded to the Authority land located at the
northeast corner of Crane and Van Buren streets in July 1996.

The Authority evaluates long-lived assets for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable.
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Compensated Absences

Employees are granted vacation and sick leave in varying amounts, based on length of service. In the
event of termination or separation, an employee is generally paid for all accumulated vacation. It is the
policy of the Authority to record vacation pay as an expense as it is earned.

Retiring union employees with 15 to 24 years of service are paid one half of their accumulated sick leave
up to a maximum of 60 days, and retiring employees with at least 25 years of service are paid one half of
their accumulated sick leave up to a maximum of 70 days.

Net Position

The Authority’s net position is displayed in three components as follows:

Net investment in capital assets - This consists of capital assets, net of accumulated depreciation
and related debt.

Restricted - This consists of net position that is legally restricted by outside parties or by law
through constitutional provisions or enabling legislation.

Unrestricted - This consists of net position that does not meet the definition of "restricted" or "net
investment in capital assets."

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s) and so will not be recognized as
an outflow of resources (expense) until then. The Authority has two items that qualify for reporting in
this category — deferred outflows for OPEB and deferred outflows for pension. See Note 5 for more
information on the deferred outflows for OPEB and Note 6 for more information on the deferred outflows
for the pension.

In addition to liabilities, the statement of net position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents
an acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow
of resources (revenue) until that time. The Authority has two types of items that qualify for reporting in
this category — deferred inflows for OPEB and deferred inflows for pension. See Note 5 for more
information on the deferred inflows for OPEB and Note 6 for more information on the deferred inflows
for the pension.

Pensions
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pensions, and pension expense, information about the fiduciary net position of the

Kansas Public Employees Retirement System (KPERS) and additions to/deductions from KPERS’
fiduciary net position have been determined on the same basis as they are reported by KPERS. For this
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purpose, benefit payments (including refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms. The KPERS investments are reported at fair value.

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, liabilities, deferred outflows and deferred inflows 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.

Pending Governmental Accounting Standards Board Statements

At June 30, 2021, the Governmental Accounting Standards Board (GASB) had issued statements not yet
implemented by the Authority. The statements that might impact the Authority are as follows:

GASB Statement No. 87, Leases, requires recognition of certain lease assets and liabilities for leases that
were previously classified as operating leases and recognized as inflows of resources or outflows of
resources based on the payment provisions of the contract. It establishes a single model for lease
accounting based on the foundational principle that leases are financings of the right to use an underlying
asset. Under this Statement, a lessee is required to recognize a lease liability and an intangible right-to-use
lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources,
thereby enhancing the relevance and consistency of information about governments’ leasing activities.
The requirements of this statement are effective for periods beginning after June 15, 2021.

GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction Period,
establishes accounting requirements for interest cost incurred before the end of a construction period. This
Statement requires that interest cost incurred before the end of a construction period be recognized as an
expense in the period in which the cost is incurred for financial statements prepared using the economic
resources measurement focus. As a result, interest cost incurred before the end of a construction period
will not be included in the historical cost of a capital asset reported in a business-type activity or
enterprise fund. The Statement also reiterates that in financial statements prepared using the current
financial resources measurement focus, interest cost incurred before the end of a construction period
should be recognized as an expenditure on a basis consistent with governmental fund accounting
principles. The requirements of the Statement are effective for reporting periods beginning after
December 15, 2020.
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2 - Deposits and Investments

A summary of the deposits and investments at June 30, 2021 is as follows:

Cash on hand $ 5,176
Deposits 1,908,723
Investments 15,331,503

$ 17,245,402

These deposits and investments are reflected on the financial statements as follows:

Cash and cash equivalents $ 289,059
Deposits and investments:
Operating 5,952,127
Designated 11,004,216

$ 17,245,402

Deposits

K.S.A. 9-1401 establishes the depositories which may be used by the Authority. The statute requires
banks eligible to hold the Authority’s funds have a main or branch bank in the county in which the
Authority is located, or in an adjoining county if such institution has been designated as an official
depository, and the banks provide an acceptable rate of return on funds.

Custodial Credit Risk — Custodial credit risk is the risk that in the event of a bank failure, the Authority’s
deposits may not be returned to it. Kansas statutes require that deposits be collateralized, and that
collateral pledged must have a fair market value equal to 100% of the deposits and investments, less
insured amounts, and must be assigned for the benefit of the Authority. At June 30, 2021, the Authority’s
deposits were not exposed to custodial credit risk.

Investments

As of June 30, 2021, the Authority had the following investments and related maturities:

Investment Maturities (in Years)

Fair More
Investment Type Value Rating Less than 1 1-5 6-10 Than 10
U.S. Treasury Bills $ 5,498,843 N/A $ 5,498,843 $ - $ - $ -
Brokered certificates of deposit 4,232,925 N/A 4,232,925 - - -
Kansas Municipal Investment Pool 5,599,735 Not rated 5,599,735 - - -
$15,331,503 $15,331,503 $ - $ - $ -
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Credit Risk — K.S.A. 12-1675 limits the Authority’s investment of idle funds to time deposits, open
accounts, and certificates of deposit with allowable financial institutions; U.S. government securities;
temporary notes; no-fund warrants; repurchase agreements; and the MIP. The Authority’s investments in
the MIP were not rated by a rating agency as of June 30, 2021. Maturities of the above investments may
not exceed two years by statute.

The MIP is under the oversight of the Pooled Money Investment Board (the Board). The Board is
comprised of the State Treasurer and four additional members appointed by the State Governor. The
Board reports annually to the Kansas Legislature. State pooled monies may be invested in direct
obligations of, or obligations that are insured as to principal and interest by the U.S. government or any
agency thereof, with maturities up to four years. No more than 10 percent of those funds may be invested
in mortgage-backed securities. In addition, the State pool may invest in repurchase agreements with
Kansas banks or with primary government securities dealers.

Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The Authority does not have a formal investment policy that limits investments
maturities as a means of managing its exposure to fair value losses arising from increasing interest rates.
The Authority is not exposed to significant interest rate risk.

Concentrations of Credit Risk — The Authority has a policy that limits to $ 500,000 the amount that the
Authority may invest in any one issuer.

Custodial Credit Risk (Investments) — For an investment, custodial credit risk is the risk that, in the event
of the failure of the issuer or counterparty, the Authority will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. At June 30, 2021, the
Authority’s investments were not exposed to custodial credit risk.

Fair Value Measurement — The Authority categorizes its fair value measurements within the fair value
hierarchy established by generally accepted accounting principles. The hierarchy is based on the valuation
inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for
identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant
unobservable inputs. For the year ended June 30, 2021, the U.S. Treasury Bill and the brokered
certificates of deposit were valued with quoted prices on the active market (Level 1 input). Fair value
measurement hierarchy information is not provided to the Authority for its deposits in the MIP.

Board Designated Assets

The Board has established a capital and insurance reserve for the replacement of mini-buses, buses and to
help maintain an adequate and modern transportation system and for the payment of future insurance
claims or premiums totaling $ 500,000. Investments totaling $ 11,004,216 have been designated by the
Board for these purposes as of June 30, 2021.
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Capital Assets

Capital asset activity for the year ended June 30, 2021 is as follows:

Balance Balance
Description July 1, 2020 Additions Retirements June 30, 2021
Capital assets not being depreciated:
Construction in progress $ 575,844 $ 826,480 $  (986,213) $ 416,111
Land 3,600,255 - - 3,600,255
Total capital assets not being depreciated 4,176,099 826,480 (986,213) 4,016,366
Capital assets being depreciated:
Revenue equipment 10,930,192 - - 10,930,192
Service equipment 368,614 - - 368,614
Shop and garage equipment 603,243 - - 603,243
Computer hardware and software 141,974 - - 141,974
Farebox equipment 702,498 - - 702,498
Communications equipment 280,324 - - 280,324
Leaschold improvements 2,592,871 - - 2,592,871
Buildings 6,717,130 - - 6,717,130
Bus shelters 2,696,993 933,589 - 3,630,582
Furniture and office equipment 11,033 - - 11,033
Total capital assets being depreciated 25,044,872 933,589 - 25,978,461
Less accumulated depreciation for:
Revenue equipment (7,214,487) (849,925) - (8,064,412)
Service equipment (250,344) (29,753) - (280,097)
Shop and garage equipment (344,851) (44,126) - (388,977)
Computer hardware and software (140,203) (1,770) - (141,973)
Farebox equipment (564,468) (38,520) - (602,988)
Communications equipment (280,324) - - (280,324)
Leasehold improvements (1,612,269) (142,659) - (1,754,928)
Buildings (4,789,829) (192,157) - (4,981,986)
Bus shelters (684,315) (295,754) - (980,069)
Furniture and office equipment (11,033) - - (11,033)
Total accumulated depreciation (15,892,123) (1,594,664) - (17,486,787)
Total capital assets being depreciated, net 9,152,749 (661,075) - 8,491,674
Total capital assets $ 13,328,848 $ 165,405 $  (986,213) $ 12,508,040

Depreciation expense for the year ended June 30, 2021 was $ 1,594,664.
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Other Postemployment Benefits (OPEB)

Health Insurance

Description. The Authority offers postemployment health insurance to retired employees in accordance
with Kansas law (K.S.A. 12-5040). The benefits are provided through a single employer defined benefit
postemployment healthcare plan administered by the Authority. Kansas statutes provide that
postemployment healthcare benefits be extended to retired employees who have met age and/or service
eligibility requirements until the individuals become eligible for Medicare coverage at age 65. The
medical insurance benefit provides the same coverage for retirees and their dependents as for active
employees and their dependents. The benefit is available for selection at retirement and is extended to
retirees and their dependents until the individuals become eligible for Medicare at age 65. A retiring
employee who waives continuing participation in the Authority’s health insurance program at the time of
retirement is not eligible to participate at a later date. No assets are accumulated in a trust that meets the
criteria in paragraph 4 of Statement 75. The plan does not issue a stand-alone financial report.

Funding Policy. The Authority provides health insurance benefits to retirees and their dependents in
accordance with Kansas law (K.S.A. 12-5040). Kansas statutes, which may be amended by the state
legislature, establish that participating retirees may be required to contribute to the employee group health
benefits plan, including administrative costs at an amount not to exceed 125 percent of the premium cost
for other similarly situated employees. The Authority requires participating retirees to contribute 100
percent of the blended premium cost of active employees to maintain coverage.

The Authority appropriates funds annually for the costs associated with this retirement benefit and
provides funding for the expenditures on a pay-as-you-go basis. For the year ended June 30, 2021, the
Authority contributed $ 4,496 to the plan and participating retirees contributed $ 0.

Employees Covered by Benefit Terms. At June 30, 2021, the following employees were covered by the
benefit terms.

Inactive employees or beneficiaries currently receiving benefit payments 1
Active plan members 83
84

Total OPEB Liability. The Authority’s total OPEB liability of $ 87,984 was measured as of June 30, 2021
and was determined by an actuarial valuation performed as of July 1, 2020.
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Actuarial Assumptions and Other Inputs. The total OPEB liability at June 30, 2021 was determined using
the following actuarial assumptions and other inputs, applied to all periods included in the measurement,
unless otherwise specified:

Discount rate 2.19 percent as of June 30, 2021

Salary increases 3.50 percent per year

Healthcare cost trend rates 7.50 percent for 2021, decreasing 0.5 percent
per year to an ultimate rate of 4.5 percent
for 2028

Retirees' share of benefit-related costs Retirees are responsible for the full premium

rates up to 125% of the premium.
Actuarial cost method Entry Age Normal - Level Percent of Salary

The discount rate was based on the average of the S&P Municipal Bond 20-Year High Grade Rate Index,
Bond Buyer GO 20-Bond Municipal Bond Index, and Fidelity 20-Year GO Municipal Bond Index
published yields.

Mortality rates were based on the Society of Actuaries Pub-2010 General Headcount Weighted Mortality
Table fully generational using Scale MP-2019 and Contingent Survivor Headcount Weighted Mortality
Table fully generational using Scale MP-2019.

Changes in the Total OPEB Liability

Total OPEB
Liability

Balance at July 1, 2020 $ 82,672
Changes for the year:

Service cost 6,015

Interest 2,300

Changes of benefit terms -

Differences between expected and actual experience 977)

Changes in assumptions or other inputs 2,470

Employer contribution (benefit payments) (4,496)
Net changes 5,312
Balance at June 30, 2021 $ 87,984

Changes of assumptions and other inputs reflect a change in the discount rate from 2.66 percent in 2020
to 2.19 percent in 2021.
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Sensitivity of the Total OPEB Liability to Changes in the Discount Rate. The following presents the total
OPEB liability of the Authority, as well as what the Authority’s total OPEB liability would be if it were
calculated using a discount rate that is 1-percentage-point lower (1.19 percent) or 1-percentage-point
higher (3.19 percent) than the current discount rate:

1% Decrease Discount Rate 1% Increase
(1.19%) (2.19%) (3.19%)
Total OPEB liability $ 93,270 $ 87,984 $ 82,758

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates. The following
represents the total OPEB liability of the Authority as well as what the Authority’s total OPEB liability
would be if it were calculated using healthcare cost trend rates that are 1-percentage-point lower (6.50
percent) or 1-percentage-point higher (8.50 percent) than the current healthcare cost trend rates:

Healthcare
1% Decrease Cost Trend Rates 1% Increase
(6.50%) (7.50%) (8.50%)
Total OPEB liability $ 78,352 $ 87,984 $ 99,266

OPEB Expense and Deferred Inflows of Resources Related to OPEB

For the year ended June 30, 2021, the Authority recognized OPEB expense of $ (7,031). At June 30,
2021, the Authority reported deferred outflows and inflows of resources related to OPEB from the
following sources:

Deferred Deferred
Outflows Inflows
of Resources of Resources
Changes in assumptions or other inputs $ 3,311 $ (6,874)
Differences between expected and actual
experience - (47,895)
$ 3,311 $ (54,769)
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Amounts reported as deferred outflows and inflows of resources related to OPEB will be recognized in
OPEB expense as follows:

Year Ended
June 30,
2022 $ (15,346)
2023 (15,346)
2024 (15,349)
2025 (5,665)
2026 248

$ (51,458)

Disability Benefits and Life Insurance

Plan Description. The Authority participates in a multiple-employer defined benefit other
postemployment benefit (OPEB) plan (the Plan) which is administered by the Kansas Public Employees
Retirement System (KPERS). The Plan provides long-term disability benefits and a life insurance benefit
for disabled members to KPERS members, as provided by K.S.A. 74-4927. The Plan is administered
through a trust held by KPERS that is funded to pay annual benefit payments. However, because the
trust’s assets are used to pay employee benefits other than OPEB, the trust does not meet the criteria in
paragraph 4 of GASB Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions. Accordingly, the Plan is considered to be administered on a pay-as-you-
go basis.

Employer contributions are established and may be amended by state stature. Members are not required
to contribute. Employer contributions paid for benefits as they came due during the fiscal year ended
June 30, 2021 totaled $ 0.

Benefits. Benefits are established by statute and may be amended by the KPERS Board of Trustees. The
Plan provides long-term disability benefits equal to 60 percent (prior to January 1, 2006, 66% percent) of
annual compensation, offset by other benefits. Members receiving long-term disability benefits also
receive credit towards their KPERS retirement benefits and have their group life insurance coverage
continued under the waiver of premium provision.

The monthly long-term disability benefit is 60 percent of the member’s monthly compensation, with a
minimum of $ 100 and a maximum of $ 5,000. The monthly benefit is subject to reduction by deductible
sources of income, which include Social Security primary disability or retirement benefits, workers
compensation benefits, other disability benefits from any other sources by reason of employment, and
earnings from any form of employment. If the disability begins before age 60, benefits are payable while
the disability continues until the member’s 65" birthday or retirement date, whichever occurs first. If the
disability begins after age 60, benefits are payable while the disability continues, for a period of five years
or until the member retires, whichever occurs first. Benefit payments for disabilities caused or
contributed to by substance abuse or non-biologically based mental illnesses are limited to the shorter of
the term of the disability or 24 months per lifetime.
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The death benefit paid to beneficiaries of disabled members is 150% of the greater of 1) the member’s
annual rate of compensation at the time of disability, or 2) the member’s previous 12 months of
compensation at the time of the last date on payroll. If the member has been disabled for five or more
years, the annual compensation or salary rate at the time of death will be indexed using the consumer
price index, less one percentage point, to compute the death benefit. If a member is diagnosed as
terminally ill with a life expectancy of 12 months or less, the member may be eligible to receive up to
100% of the death benefit rather than having the benefit paid to the beneficiary. If a member retires or
disability benefits end, the member may convert the group life insurance coverage to an individual
insurance policy.

Covered Employees. The Authority has the following employees covered by the Plan as of June 30, 2021:

Inactive employees or beneficiaries currently receiving benefit payments -
Active plan members 84

84

Total OPEB Liability. The Authority’s total OPEB liability of § 71,121 reported as of June 30, 2021 was
measured as of June 30, 2020 (the measurement date), and was determined by an actuarial valuation as of
December 31, 2019, which was rolled forward to June 30, 2020, using the following actuarial
assumptions:

Price inflation 2.75%
Wage inflation 3.00%
Salary increases, including wage increases 3.50%
Discount rate (based on the Bond Buyer 2.21%
General Obligation 20-Bond Municipal
Index.)
Actuarial cost method Entry Age Normal
Mortality rates Local Males: 90% of RP-2014 M Total Dataset +2

Local Females: 90% of RP-2014 F Total Dataset +1
Generational mortality improvements were projected
for future years using MP-2020.

Post-disability mortality rates are included in long-term
disability claim termination rates.

The actuarial assumptions used in the December 31, 2019 valuation were based on the actual KPERS
experience.
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Changes and items of impact relative to the prior valuation were as follows.

1. The discount rate was updated in accordance with the requirements of GASB 75.
2. The mortality projection scale was updated to the most recent table published by the Society of Actuaries.

Changes in Total OPEB Liability

Balance at June 30, 2020 $ 64,999
Changes for the year:
Service cost 15,874
Interest on total OPEB liability 2,831
Effect of plan changes -
Effect of liability gains or losses (17,295)
Changes in assumptions or other inputs 4,712

Benefit payments

Net changes 6,122

Balance at June 30, 2021 $ 71,121

Sensitivity Analysis. The following presents the Authority’s total OPEB liability calculated using the
discount rate of 2.21%, as well as what the Authority’s total OPEB liability would be if it were calculated
using a discount rate that is 1-percentage point lower (1.21%) or 1-percentage point higher (3.21%) than
the current rate:

1% Decrease Discount Rate 1% Increase
(1.21%) (2.21%) (3.21%)
Total OPEB liability $ 72,705 $ 71,121 $ 69,110

OPEB Expense

For the year ended June 30, 2021, the Authority recognized OPEB expense of $ 15,167, which includes
the changes in the total OPEB liability, and the amortization of deferred outflows of resources and
deferred inflows of resources for the current period.
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Deferred Outflows of Resources and Deferred Inflows of Resources

At June 30, 2021, the Authority reported deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between actual and expected experience $ - $ (30,975)
Changes in assumptions 4,913 (1,644)
Total $ 4,913 $ (32,619)

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to
OPEB will be recognized in OPEB expense as follows:

Year Ended
June 30,
2021 $ (3,538)
2022 (3,538)
2023 (3,538)
2024 (3,538)
2025 (3,538)
Thereafter (10,016)
$ (27,706)
6 - Defined Benefit Pension Plan

General Information About the Pension Plan

Description of Pension Plan. The Authority participates in a cost-sharing multiple-employer defined
benefit pension plan (Pension Plan), as defined in Governmental Accounting Standards Board Statement
No. 67, Financial Reporting for Pension Plans. The Pension Plan is administered by the Kansas Public
Employees Retirement System (KPERS), a body corporate and an instrumentality of the State of Kansas.
KPERS provides benefit provisions to the following statewide pension groups under one plan, as
provided by K.S.A. 74, article 49:

e  Public employees, which includes:
e State/School employees
e Local employees

e Police and Firemen

e Judges

-30-



TOPEKA METROPOLITAN TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
(Continued)

Substantially all public employees in Kansas are covered by the Pension Plan. Participation by local
political subdivisions is optional, but irrevocable once elected.

Those employees participating in the Pension Plan for the Authority are included in the Local employee
group.

KPERS issues a stand-alone comprehensive annual financial report, which is available on the KPERS
website at www .kpers.org.

Benefits Provided. KPERS provides retirement benefits, life insurance, disability income benefits, and
death benefits. Benefits are established by statute and may only be changed by the Kansas Legislature.
Member employees with ten or more years of credited service may retire as early as age 55, with an
actuarially reduced monthly benefit. Normal retirement is at age 65, age 62 with ten years of credited
service, or whenever an employee’s combined age and years of credited service equal 85 points.

Monthly retirement benefits are based on a statutory formula that includes final average salary and years
of service. When ending employment, member employees may withdraw their contributions from their
individual accounts, including interest. Member employees who withdraw their accumulated
contributions lose all rights and privileges of membership. For all pension coverage groups, the
accumulated contributions and interest are deposited into and disbursed from the membership
accumulated reserve fund as established by K.S.A. 74-4922.

Member employees choose one of seven payment options for their monthly retirement benefits. At
retirement a member employee may receive a lump-sum payment of up to 50% of the actuarial present
value of the member employee’s lifetime benefit. His or her monthly retirement benefit is then
permanently reduced based on the amount of the lump sum. Benefit increases, including ad hoc post-
retirement benefit increases, must be passed into law by the Kansas Legislature. Benefit increases are
under the authority of the Legislature and the Governor of the State of Kansas.

The 2012 Legislature made changes affecting new hires, current members and employees. A new
KPERS 3 cash balance retirement plan for new hires starting January 1, 2015, was created. Normal
retirement age for KPERS 3 is 65 with five years of service or 60 with 30 years of service. Early
retirement is available at age 55 with ten years of service, with a reduced benefit. Monthly benefit
options are an annuity benefit based on the account balance at retirement.

For all pension coverage groups, the retirement benefits are disbursed from the retirement benefit
payment reserve fund as established by K.S.A. 74-4922.

Contributions. K.S.A. 74-4919 and K.S.A. 74-49,210 establish the KPERS member-employee
contribution rates. KPERS has multiple benefit structures and contribution rates depending on whether
the employee is a KPERS 1, KPERS 2 or KPERS 3 member. KPERS 1 members are active and
contributing members hired before July 1, 2009. KPERS 2 members were first employed in a covered
position on or after July 1, 2009, and KPERS 3 members were first employed in a covered position on or
after January 1, 2015. Effective January 1, 2015, Kansas law established the KPERS member-employee
contribution rate at 6% of covered salary for KPERS 1, KPERS 2, and KPERS 3 members. Member
contributions are withheld by their employer and paid to KPERS according to the provisions of Section
414(h) of the Internal Revenue Code.
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State law provides that the employer contribution rates are determined based on the results of an annual
actuarial valuation for each of the three state-wide pension groups. The contributions and assets of all
groups are deposited in the Kansas Public Employees Retirement Fund established by K.S.A. 74-4921.
KPERS is funded on an actuarial reserve basis.

For KPERS fiscal years beginning in 1995, Kansas legislation established statutory limits on increases in
contribution rates for KPERS employers. Annual increases in the employer contribution rates related to
subsequent benefit enhancements are not subject to these limitations. The statutory cap increase over the
prior year contribution rate is 1.20% of total payroll for the KPERS fiscal year ended June 30, 2020.

The actuarially determined employer contribution rate (not including the 1% contribution rate for the
Death and Disability Program) and the statutory contribution rate was 8.61% for the fiscal year ended
June 30, 2021. Contributions to the Pension Plan from the Authority were $ 373,631 for the year ended
June 30, 2021.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30, 2021, the Authority reported a liability of $ 3,844,898 for its proportionate share of the
KPERS collective net pension liability. The collective net pension liability was measured by KPERS as
of June 30, 2020, and the total pension liability used to calculate the collective net pension liability was
determined by an actuarial valuation as of December 31, 2019, which was rolled forward to June 30,
2020. Although KPERS administers one cost-sharing multiple-employer defined benefit pension plan,
separate (sub) actuarial valuations are prepared to determine the actuarial determined contribution rate by
group. Following this method, the measurement of the collective net pension liability, deferred outflows
of resources, deferred inflows of resources, and pension expense are determined separately for each of the
following groups of the plan:

State/School

Local

Police and Firemen
Judges

To facilitate the separate (sub) actuarial valuations, KPERS maintains separate accounts to identify
additions, deductions, and fiduciary net position applicable to each group. The allocation percentages
presented for each group in the schedule of employer and nonemployer allocations are applied to amounts
presented in the schedules of pension amounts by employer and nonemployer. The Authority’s proportion
of the collective net pension liability was based on the ratio of the Authority’s actual contributions to
KPERS, relative to the total employer and nonemployer contributions of the Local group within KPERS
for the KPERS fiscal year ended June 30, 2020. The contributions used exclude contributions made for
prior service, excess benefits and irregular payments. At June 30, 2020, the Authority’s proportion was
.221780%, which was a decrease of .013260% from its proportion measured as of June 30, 2019.
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TOPEKA METROPOLITAN TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
(Continued)

For the year ended June 30, 2021, the Authority recognized pension expense of $ 571,552. At June 30,
2021, the Authority reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources

Difference between expected and actual experience $ 64,198 $ 49,431
Changes in assumptions 231,590 -
Net difference between projected and actual earnings

on pension plan investments 448,604 -
Changes in proportionate share 101,961 174,137
Authority contributions subsequent to measurement

date 373,631 -
Total $ 1,219,984 $ 223,568

The $ 373,631 reported as deferred outflows of resources related to pensions resulting from the
Authority’s contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability for the year ended June 30, 2022. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense as
follows:

Year Ended
June 30,
2021 $ 154,457
2022 163,121
2023 167,232
2024 135,266
2025 2,709

$ 622,785

Actuarial assumptions. The total pension liability for KPERS in the December 31, 2019 actuarial
valuation was determined using the following actuarial assumptions, applied to all periods included in the
measurement:
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(Continued)
Price inflation 2.75 percent
Wage inflation 2.75 percent
Salary increases, including price inflation 3.25 to 11.75 percent, including inflation

Long-term rate of return, net of investment
expense, including price inflation 7.50 percent

Mortality rates were based on the RP-2014 Combined Mortality Tables with future mortality
improvements based on Scale MP-2016.

The actuarial assumptions used in the December 31, 2019 valuation were based on the results of an
actuarial experience study conducted for the three year period ending December 31, 2018.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage. Best estimates of arithmetic real rates of return for each
major asset class included in the pension plan’s target asset allocations as of the most recent experience
study, dated January 7, 2020, are summarized in the following table:

Target Long-Term Expected

Asset Class Allocation Real Rate of Return
U.S. Equities 23.5% 5.20%
Non-U.S. Equities 23.5% 6.40%
Private Equity 8.0% 9.50%
Private Real Estate 11.0% 4.45%
Yield Driven 8.0% 4.70%
Real Return 11.0% 3.25%
Fixed Income 11.0% 1.55%
Cash 4.0% 0.25%

Total 100%

Discount rate. The discount rate used by KPERS to measure the total pension liability was 7.50%. The
projection of cash flows used to determine the discount rate assumed that contributions from plan
members will be made at the contractually required rate. The Local employers do not necessarily
contribute the full actuarial determined rate. Based on legislation passed in 1993, and subsequent
legislation, the employer contribution rates certified by the KPERS Board of Trustees for this group may
not increase by more than the statutory cap. The expected KPERS employer statutory contribution was
modeled for future years, assuming all actuarial assumptions are met in the future. Based on those
assumptions, the Pension Plan’s fiduciary net position was projected to be available to make all projected
future benefit payments of current plan members. Therefore, the long-term expected rate of return on
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pension plan investments was applied to all periods of projected benefit payments to determine the total
pension liability.

Sensitivity of the Authority’s proportionate share of the collective net pension liability to changes in the
discount rate. The following presents the Authority’s proportionate share of the collective net pension
liability calculated using the discount rate of 7.50%, as well as what the Authority’s proportionate share
of the collective net pension liability would be if it were calculated using a discount rate that is 1-
percentage-point lower (6.50%) or 1-percentage-point higher (8.50%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.50%) (7.50%) (8.50%)
Authority's proportionate share of the
collective net pension liability S 5,411,310 $ 3,844,898 $ 2,527,953

Pension plan fiduciary net position. Detailed information about the Pension Plan’s fiduciary net position
is available in the separately issued KPERS financial report.

Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. Commercial insurance coverage
is purchased for claims arising from such matters other than those related to comprehensive general
liability claims. Settled claims have not exceeded this commercial coverage in any of the three preceding
years. There have been no significant reductions in insurance coverage from the previous year.

Self-Insurance

Under the Kansas Tort Claims Act, K.S.A. 75-6101 to 75-6115, general liability claims against the
Authority are limited within the scope of the act to an occurrence aggregate of $ 500,000. The Authority
self-insures for general liability claims up to this statutory dollar limit. The claims liability is based on the
requirement that a liability for claims be reported if information prior to the issuance of the financial
statements indicates that it is probable that a liability has been incurred at the date of the financial
statements and the amount of loss can be reasonably estimated. Other non-incremental costs are not
included in the basis for estimating the liability.

A reconciliation of changes in liabilities for claims, including claims incurred but not reported, for the
past year follows:
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Claims liabilities, beginning of year $ 23,000
Paid or resolved claims during the year (20,000)
Addition to liability estimate 12,000
Claims liabilities, end of year $ 15,000

In the past, the Authority has levied a special one-half mill ad valorem tax to establish and maintain the
statutory limit of liability for aggregate claims arising from a single incident against a governmental entity
for loss claims of $ 500,000. The Authority did not levy the special one-half mill ad valorem tax for the
tax year 2021.

Commitments and Contingencies

Litigation

The Authority has certain contingent liabilities and is a party to various claims and legal actions arising in
the ordinary course of business. In the opinion of management and legal counsel, all such matters are
adequately covered by insurance or self-insurance reserves, or if not so covered, are without merit or are
of such kind, or involve such amounts that unfavorable disposition would not have a material effect on the
financial position of the Authority.

Grants

Grantor agencies reserve the right to conduct audits of the Authority’s grant programs for economy and
efficiency and program results that may result in disallowed costs to the Authority. Management does not
believe such audits, if any, would result in any disallowed costs that would be material to the Authority’s
financial position at June 30, 2021.

COVID-19

On January 30, 2020, the World Health Organization declared the coronavirus outbreak a "Public Health
Emergency of International Concern" and, on March 11, 2020, declared it to be a pandemic. Actions
taken around the world to help mitigate the spread of the coronavirus include restrictions on travel,
quarantines in certain areas, and forced closures for certain types of public places and businesses. The
coronavirus and actions taken to mitigate the spread of it have had and are expected to continue to have
an adverse impact on the economies and financial markets of many countries, including the geographical
area in which the Authority operates. On March 27, 2020, the Coronavirus Aid, Relief, and Economic
Security Act (CARES Act) was enacted to, amongst other provisions, provide emergency assistance for
individuals, families and businesses affected by the pandemic.

It is unknown how long the adverse conditions associated with the pandemic will last and what the
complete financial effect will be to the Authority.

Additionally, it is reasonably possible that estimates made in the Authority’s financial statements have

been, or will be, materially and adversely impacted in the near term as a result of these conditions,
including reduced fare revenue, additional expenses and reduced interest income on investments.
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Property Taxes and Significant Concentrations

The City of Topeka, Kansas, (the City) has adopted the provisions of the metropolitan transit authority act
contained in K.S.A. 12-2801 through 12-2840.

The City may levy a tax as approved by the City election on April 3, 1973. The mill levy shall be upon
the taxable property within the City, as authorized by ordinance of the City. The mill levy rate was $ 4.20
per $ 1,000 assessed valuation for the fiscal year ending June 30, 2021. The moneys derived from such
tax levy shall be for the benefit of the Authority for the purpose of providing funds for the operation of
the Authority.

The Authority received $ 5,379,547 from the City for the fiscal year ended June 30, 2021. The Authority
also receives a significant amount of funding through grants from the State of Kansas and the U.S.
Department of Transportation.

A significant reduction in funding from these sources could materially affect the operations of the

Authority.

Tax Abatements

The City of Topeka, Kansas and Shawnee County, Kansas enter into property tax abatement agreements
with local businesses for the purpose of attracting businesses within their jurisdictions. These agreements
impact local municipalities, including the Authority. For the calendar year ended December 31, 2020,
abated property taxes that impacted the Authority totaled $ 275,463, including the following tax
abatement agreements that each exceeded 10 percent of the total amount abated:

e A property tax abatement to a medical facility. The Authority’s portion of the abatement amounted to
$ 76,339.

e A property tax abatement to a food manufacturer and distributor. The Authority’s portion of the
abatement amounted to $ 60,626.

e A property tax abatement to another food manufacturer and distributor. The Authority’s portion of
the abatement amounted to $ 36,201.

Subsequent Events

The Authority has evaluated subsequent events through the date of the independent auditors’ report,
which is the date the financial statements are available to be issued.
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TOPEKA METROPOLITAN TRANSIT AUTHORITY
Schedule of Changes in the Authority's Total OPEB Liability and Related Ratios - Health Insurance
Last Four Fiscal Years*

2021 2020 2019 2018

Total OPEB liability:

Service cost $ 6,015 $ 8,497 $ 10473 $ 13,611

Interest 2,300 4,119 5,729 5,688

Changes of assumptions 2,470 (2,230) 2,504 (12,568)

Differences between expected and actual experience (977) (33,259) (40,950) (10,341)

Benefit payments (4,496) (6,546) (6,420) (1,811)
Net change in total OPEB liability 5,312 (29,419) (28,664) (5,421)
Total OPEB liability, beginning 82,672 112,091 140,755 146,176
Total OPEB liability, ending $§ 87,984 $ 82,672 $ 112,091 § 140,755
Covered payroll $3,978,641 $3,844,098 $4,223,949 $3,464,914
Authority's total OPEB liability as a percentage of

covered payroll 2.2% 2.2% 2.7% 4.1%

Benefit Changes. No substantial changes.

Changes of Assumptions.

1. Discount rate as of the Measurement Date has been updated to be based on a yield for 20-year tax-exempt general obligation municipal bonds
with an average rating of AA/Aa or higher (or equivalent quality on another rating scale) as of June 30, 2021. The current full valuation uses a
discount rate of 2.66% as of July 1, 2020 and 2.19% as of June 30, 2021. This change has led to a decrease in liabilities. The discount rate will
be updated annually to reflect market conditions as of the Measurement Date.

2. There was a significant decrease in liabilities due to per capita costs, which is explained by the following:

a. 2020 premium rates were 23.4% lower than expected.
b.  Participants moved to cheaper plans between 2018 and 2020, decreasing liabilities by a further 3.6%.
c.  Aging of the population drove the remaining changes in liabilities due to per capita costs.

* GASB 75 requires the presentation of 10 years. Data was not available prior to fiscal year 2018. Therefore, 10
years of data is unavailable.
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TOPEKA METROPOLITAN TRANSIT AUTHORITY
Schedule of Changes in the Authority's Total OPEB Liability and Related Ratios -
Disability Benefits and Life Insurance
Last Four Fiscal Years*

2021 2020 2019 2018

Total OPEB liability:

Service cost $ 15,874 $ 14,291 $ 14,096 $ 15,107

Interest 2,831 2,930 2,894 2,652

Effect of economic/demographic gains or losses (17,295) (14,494) (5,670) -

Changes of assumptions 4,712 851 (634) (2,053)

Benefit payments - - (31,689) (22,264)
Net change in total OPEB liability 6,122 3,578 (21,003) (6,558)
Total OPEB liability, beginning 64,999 61,421 82,424 88,982
Total OPEB liability, ending $ 71,121 $ 64,999 $§ 61,421 § 82,424
Covered payroll $3,926,375 $3,912,624 $3,634,818 $3,655,711
Authority's total OPEB liability as a percentage of

covered payroll 1.81% 1.66% 1.69% 2.25%

Benefit Changes. No significant changes.

Changes of Assumptions.

1. Discount rate was updated to 2.21% as of June 30, 2021 compared to 3.50% as of June 30, 2020. Mortality
projection scale was updated to most recent table published by the Society of Actuaries. These changes have

led to an increase in liabilities.

* GASB 75 requires the presentation of 10 years. Data was not available prior to fiscal year 2018. Therefore, 10
years of data is unavailable.
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Operating revenues:
Passenger fares

Advertising and other revenue

Total operating revenues

Operating expenses:
Salaries and benefits
Contracted services
Materials and supplics
Depreciation
Utilities
Insurance
Taxes
Taxi service
Continuing education
Advertising
Leases
Self-insurance damage claims
Other expenses

Total operating expenses

Operating loss

Non-operating revenues:
Investment income
Property taxes
Federal operating grants
State operating grants
Planning grants

Total non-operating revenues

Income before capital grants

Capital grants

Change in net position

Net position, beginning of year

Net position, end of year

TOPEKA METROPOLITAN TRANSIT AUTHORITY
SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET POSITION -

42-

BUDGET AND ACTUAL
Year Ended June 30, 2021
Budget Actual Variance
363,177 425,189 62,012
52,160 130,947 78,787
415,337 556,136 140,799
6,412,086 6,176,117 (235,969)
470,325 732,457 262,132
1,187,954 925,465 (262,489)
1,617,960 1,594,664 (23,296)
166,992 167,770 778
130,006 20,357 (109,649)
62,484 54,460 (8,024)
552,000 331,451 (220,549)
6,000 20,607 14,607
10,200 9,986 (214)
960 961 1
60,000 29,906 (30,094)
31,720 21,391 (10,329)
10,708,687 10,085,592 (623,095)
(10,293,350) (9,529,456) 763,894
36,000 23,451 (12,549)
5,135,704 5,379,547 243,843
2,352,720 4,962,534 2,609,814
905,259 867,690 (37,569)
171,200 119,910 (51,290)
8,600,883 11,353,132 2,752,249
(1,692,467) 1,823,676 3,516,143
- 529,623 529,623
(1,692,467) 2,353,299 4,045,766
25,642,932
27,996,231



TOPEKA METROPOLITAN TRANSIT AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2021

Grantor/Pass-through Grantor/ Federal Pass-through Award
Program Title ALN Grantor's Number Amount Expenditures
U.S. Department of Transportation:
Federal Transit Cluster:
Bus Stops Phase 8 (Awards 1 & 2) 20.507 KS-2018-001 499,480 $ 38,707
Bus Stops Phase 8 (Award 3) 20.507 KS-2021-012 214,064 87,443
Bus Stops Phase 9 and Bike Stations 20.507 KS-2019-001 690,112 317,525
COVID-19 - Operating Assistance 20.507 KS-2020-003 6,580,905 4,473,255
COVID-19 - ARPA - Operating
Assistance 20.507 KS-2021-004 3,816,046 489,285
Capital Funds - 5339 20.526 KS-2019-002 503,120 25,220
Passed through Kansas Department
of Transportation:
Capital Funds - 5339 20.526 PT-5339-21 1,304,840 3,998
Capital Funds - 5339 20.526 PT-5339-18 1,121,574 56,729
Federal Transit Cluster Subtotal 5,492,162
Passed through City of Topeka:
Planning Grant 20.505 - - 64,777
Total expenditures of federal awards $ 5,556,939

See accompanying notes to schedule of expenditures

of federal awards.
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TOPEKA METROPOLITAN TRANSIT AUTHORITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2021

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award
activity of the Authority under programs of the federal government for the year ended June 30, 2021. The
information in this Schedule is presented in accordance with the 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). Because the Schedule presents only a selected
portion of the operations of the Authority, it is not intended to and does not present the net position,
changes in net position, or cash flows of the Authority.

Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as to reimbursement. The Authority has not elected to use
the 10-percent de minimis indirect cost rate as allowed under the Uniform Guidance.

Relationship to Financial Statements

Federal awards received are reported in the Authority’s financial statements as grants on the statement of
revenues, expenses and changes in net position.

Difference in Presentation of Capital Assets

The accompanying schedule of expenditures of federal awards presents capital asset acquisitions as
expenditures under the definition of the Uniform Guidance. The financial statements present capital asset
acquisitions as assets in accordance with accounting principles generally accepted in the United States of
America.
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TOPEKA METROPOLITAN TRANSIT AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2021

Section I. Summary of Independent Auditors’ Results

Financial Statements

Type of auditors’ report issued
Internal control over financial reporting:
Material weaknesses identified

Significant deficiencies identified that are not
considered to be material weaknesses

Noncompliance material to financial statements noted
Federal Awards
Type of auditors’ report issued on compliance for major programs
Internal control over major programs:
Material weaknesses identified

Significant deficiencies identified that are not
considered to be material weaknesses

Any audit findings disclosed that are required to be reported
in accordance with Section 2 CFR 200.516(a)

Identification of major programs:

Assistance Listing Number(s)
20.507/20.526

Dollar threshold used to distinguish between
type A and type B programs

Auditee qualified as a low-risk auditee

Section II. Financial Statement Findings

None.

Section III. Federal Awards Findings and Questioned Costs

None.
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Unmodified

None

None reported

None

Unmodified

None

None reported

None

Name of Federal Program
Federal Transit Cluster

$ 750,000

Yes



Certified Public Accountants

INDEPENDENT AUDITORS’ 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
Topeka Metropolitan Transit Authority
Topeka, Kansas

We have audited, in accordance with the 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 business-type activities of Topeka
Metropolitan Transit Authority (the Authority), as of and for the year ended June 30, 2021, and the related notes
to the financial statements, which collectively comprise the Authority’s basic financial statements, and have
issued our report thereon dated January 14, 2022.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority's internal control
over financial reporting (internal control) as a basis for designing 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 Authority's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Authority'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.

An Independently Owned Member, RSM US Alliance

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own acts and omissions, and each are separate and
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independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM International, a global network of independent audit, tax, and consulting firms. Members of RSM US

Alliance have access to RSM International resources through RSM US LLP but are not member firms of RSM International.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority'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
financial statements. 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 entity’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 entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

January 14, 2022
Topeka, Kansas
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Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH
MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL
CONTROL OVER COMPLIANCE

Board of Directors
Topeka Metropolitan Transit Authority
Topeka, Kansas

Report on Compliance for Each Major Federal Program

We have audited Topeka Metropolitan Transit Authority’s (the Authority) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and material
effect on the Authority's major federal program for the year ended June 30, 2021. The Authority’s major federal
program is identified in the summary of auditors’ 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for the Authority’s major federal program 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 Authority’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide a legal determination of the Authority’s compliance.

Opinion on the Major Federal Program
In our opinion, the Authority complied, in all material respects, with the types of compliance requirements

referred to above that could have a direct and material effect on its major federal program for the year ended
June 30, 2021.

An Independently Owned Member, RSM US Alliance

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own acts and omissions, and each are separate and
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independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM International, a global network of independent audit, tax, and consulting firms. Members of RSM US

Alliance have access to RSM International resources through RSM US LLP but are not member firms of RSM International.



Report on Internal Control Over Compliance

Management of the Authority 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 Authority’s internal control over compliance with the types of requirements that
could have a direct and material effect on its major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for the 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 Authority’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.

January 14, 2022
Topeka, Kansas
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