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marta~..

2424 Piedmont Rd., N.E.
Atlanta, GA 30324-3330
404-848-5000

March 12, 2012

Board of Directors
Metropolitan Atlanta Rapid Transit Authority

Ladies and Gentlemen:

We are pleased to respectfully submit the Metropolitan Atlanta Rapid Transit Authority’s (MARTA's) 18th Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2011 to the MARTA Board of Directors, the citizens of
this area and all interested in its financial condition. MARTA is a public body corporate and joint public instrumentality of
the City of Atlanta and the counties of Fulton, DeKalb, Cobb, Clayton and Gwinnett by action of the General Assembly of
the State of Georgia for the purposes of planning, constructing, financing and operating a public transportation system.
This report is published to fulfill the financial reporting requirements of the MARTA Act.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to MARTA for its CAFR for the fiscal year ended June 30, 2010. The
Certificate of Achievement is a prestigious national award, recognizing conformance with the highest standards for
preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and efficiently
organized CAFR, whose contents conform to program standards. Such CAFR must satisfy both generally accepted
accounting principles (GAAP) and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report continues to conform to
the Certificate of Achievement program requirements, and we are submitting it to GFOA.

This endeavor is our continued commitment to MARTA's Standard of Excellence and this report consists of management’s
representations concerning the financial position of MARTA. Consequently, management assumes full responsibility
for the completeness and reliability of all the information presented in this report. To provide a reasonable basis for
making these representations, management of MARTA has established a comprehensive internal control framework that
is designed both to protect MARTA’s assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of MARTA's financial statements in conformity with GAAP. Because the cost of internal controls should not
outweigh their benefits, MARTA's comprehensive framework of internal controls has been designed to provide reasonable
rather than absolute assurance that the financial statements will be free from material misstatement. As management, we
assert that, to the best of our knowledge and belief, the financial report is complete and reliable in all material respects.
Overall, the CAFR is presented in four sections: introductory, financial, statistical, and single audit.

The goal of an independent audit is to provide reasonable assurance that the financial statements of MARTA for the fiscal
year ended June 30, 2011 are free of material misstatement. The independent audit involves examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements; assessing the accounting principles used
and any significant estimates made by management; and, evaluating the overall financial statement presentation. The
independent auditors concluded, based upon their audit, that there was a reasonable basis for rendering an unqualified
opinion and that MARTA’s financial statements for the fiscal year ended June 30, 2011 are presented in conformity with
GAAP. The independent auditors’ report is presented as the first component of the Financial Section of this report.
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MARTA is required to undergo an annual single audit in conformity with the provisions of the Single Audit Act and the U.S.
Office of Management and Budget's Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.
Information related to this single audit is included in the Single Audit Section of this report.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the financial
statements in the form of a Management Discussion and Analysis (MD&A). This letter of transmittal should be read
in conjunction with the MD&A which can be found immediately following the report of the independent auditors in the
Financial Section of this report.

ORGANIZATION AND MANAGEMENT

The government of MARTA is vested in a Board of Directors (the Board) previously composed of 18 members until House
Bill 277 terminated the Board of Directors on December 31, 2010 and reconstituted eleven voting members and one non-
voting member. Three members are appointed by Fulton County, four members by DeKalb County, three members by
the City of Atlanta In addition, the Commissioner of the State Department of Transportation and the Executive Director
of the Georgia Regional Transportation Authority (non-voting) serve as ex officio members of the Board.

The administration of MARTA is directed by the General Manager/CEO who is appointed by the Board. A listing of the
members of the Board of Directors and General Manager/CEO and Executive Staff is presented in the Introductory
Section. An organizational chart is also included.

THE RAPID TRANSIT SYSTEM

The Metropolitan Rapid Transit Plan (the Plan), an engineering report summarizing the Comprehensive Transit Plan for
the Atlanta Metropolitan Area, was adopted by the MARTA Board on August 9, 1971, and structured the development of
the Rapid Rail System (System). The major components of the System, as presently described in the Plan, are a fixed-rail
system and a bus system providing both local and express bus services.

Rail

MARTA’s rail system consists of 47.6 miles of operational double track and 38 fully functioning stations. The fixed rail
system, which consists of steel-wheel trains, operates at speeds up to 70 M.P.H. on steel rails using an electrified “third
rail” as the power source. The rail transit system consists of 318 air-conditioned vehicles operating as any combination
of two vehicle trains, up to a maximum of eight vehicle trains.

The rail system has lines running in east-west and north-south directions. The main lines intersect at the Five Points
Station, located in Atlanta’s Downtown Business District. The design and construction of the fixed-rail system are divided
into phases. Phases A, B, C, D and E are complete and in full revenue service. The last segment, Phase E, added three
stations and extended the rail system an additional 3.3 miles. The Dunwoody station was placed in revenue service in
1996, while the Sandy Springs and North Springs stations were completed in December 2000. Phase E also added 56
vehicles to the fleet. Currently, the fleet consists of 100 CQ312 BREDA vehicles, 120 CQ311 vehicles and 98 CQ310
vehicles. The rail vehicle rehabilitation program, now complete, overhauled 218 CQ310 and CQ311 vehicles.

Bus

The Atlanta Transit System, Inc., a privately owned bus company, was acquired in February, 1972, by MARTA to provide
extensive bus transportation services throughout Fulton and DeKalb and a small portion of Cobb, Clayton, and Gwinnett
Counties. MARTA’s bus fleet and facilities consists of 531 diesel and compressed natural gas buses; a heavy maintenance
facility and three operating garages; several park-and-ride lots and an extensive system of patron bus shelters and stops.
MARTA operates 92 different bus routes providing approximately 27.0 million annual vehicle miles.
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Mobility

MARTA Mobility is for persons with disabilities who are unable to negotiate the MARTA fixed route system for some or all
of their travel. Passengers must be certified as eligible through a two-part application (client and health care provider).
Trips can be delivered curb-to-curb within % mile of MARTA fixed route service in Fulton and DeKalb counties. Mobility
services outside of the MARTA service area will be governed by intergovernmental agreement and adhere to federal
guidelines. MARTA maintains a fleet size of 172 Lift Vans and 15 Sedans from a designated operating facility to provide
this service which is offered during the same hours and days as the regular bus and rail service.

Budget

MARTA adopts its Operating and Capital Budget in June of each year. Once adopted, total budgeted revenues and/or
expenses cannot change. Budgets are allocated to monthly spending levels and a monthly Budget Performance Report
is prepared. The monthly Budget Performance Report analyzes expenditures by office relative to monthly and total
budgets, and revenues anticipated for the reporting period. For 2011, the Authority had an approved budget of $725.1
million with $404.3 million allocated to operating expenses and $320.8 million allocated to the capital improvement
program and debt service expenses.

FINANCIAL RESULTS
For 2011, MARTA’s total net assets were $1.682 billion. Net assets decreased by $167 million from the

previous fiscal year when net assets were $1.849 billion. Details to all financial results can be found
in the accompanying Management’s Discussion and Analysis, financial statements and associated notes.

ECONOMIC CONDITION AND OUTLOOK

In his Forecast of the Nations dated August 2011, Dr. Rajeev Dhawan indicates that real GDP Growth continues to slow,
and while not technically entering a new recession, there will be a quarter of subpar growth over the next 12-18 months.
The crisis in Europe and political dysfunction on the home front are keeping investments in small businesses at a sub-
par level. Over the last twelve months, consumers responded to the stimuli from the Federal Government and retailers.
Unfortunately, these incentives were not sustainable. It is anticipated that the cycle of price cuts and demand will begin
again and may go through several cycles before fully taking hold.

For Georgia and Atlanta, Dr. Dhawan’s prognosis for the coming 12 to 18 months shows gradual to moderate recovery.
Employment numbers for 2011 did not increase in the Atlanta region. Slow growth of .9% is anticipated in 2012. Personal
income is expected to rise by 2.8% in 2012. Bank failures coupled with high unemployment and the plunge in the
housing market has bled Georgia’s economy so dry that any moderate recovery will be delayed until late 2012.

The state and local governments will see good levels of total tax collections for 2012, but not in the magnitude of the 7.8%
increase in 2011. MARTA is currently seeing slight growth in tax collections as compared to prior year collections but
slightly lower than forecasts for fiscal year 2012,

For more detailed information, please refer to the MD&A in the Financial Section of this report.

Debt Administration

As of June 30, 2011, MARTA had a total of $1,589,205,000 bonds outstanding and issued under three debt indentures.
Bonds issued under the first indenture bear credit ratings of Aa2 by Moody'’s Investors Service and AAA by Standard &
Poor’s; bonds issued under the second and third indentures bear underlying ratings of Aa2/Aa3 by Moody’s and AA+
by Standard & Poor’s. During FY 2009 MARTA issued an additional $75,000,000 in commercial paper bond anticipation
notes increasing the aggregate amount of commercial paper issued to $225,000,000. The notes bear underlying ratings
of P-1 by Moody’s and A-1 by Standard & Poor’s.
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Legally, MARTA’s estimated sales tax receipts must be at least twice the total debt service. The debt ratio for fiscal year
2011 was 2.43. MARTA's Board has placed an additional restriction on the debt service coverage requirement, limiting
the maximum estimated annual debt service to no more than 45% of the corresponding year’s estimated sale tax receipts.
The debt service percentage for fiscal year 2011 was 41.2%.

Major Initiatives

MARTA's major initiatives are in keeping with MARTA’s proud tradition of environmental stewardship. MARTA adopted a
sustainability policy that supports “green” awareness and reduces the Authority’s environmental footprint. As part of this
effort, MARTA concentrates on its significant contribution to improve the environment and our quality of life in the region.

e MARTA was recognized as a pioneer and Industry Leader and was awarded Lifetime Appreciation Award by the
Department of Energy. MARTA initiated Research and Development with the first set of specifications for CNG
buses and helped lead the way for the CNG industry nationwide. MARTA was the first transit agency to procure a
low-floor CNG bus in 1995. MARTA helped the industry’s technology development as a testing & evolution partner
since 1996. Many countries continue sending their delegates to MARTA to learn about CNG technology. MARTA’s
state-of-the-art Compressed Natural Gas bus fleet saves 7,000,000 gallons of equivalent petroleum each year.
Due to lower carbon dioxide and nitrogen oxides emissions, CNG buses help mitigate greenhouse gas emissions.

e MARTA washes water with carbon. MARTA has hundreds of buses and rail cars. It is important to keep them
washed and looking good, but that takes a lot of water. MARTA uses 200 gallons to wash a single bus, and 1500
gallons to wash a 6-car train. But MARTA does not let the precious water go down the drain. MARTA captures the
wash water and washes the water with carbon filters. The filters removed dirt, impurities, and chemicals. Then
new chemicals are added to the reclaimed water and it’s ready to be used again, and again, and again. MARTA
reclaims up to 90% of the water. The other 10% is lost during the reclamation process.

e MARTA's new Buckhead Station North Entrance & Bridge project is designed to meet Leadership in Energy
and Environmental Design (LEED) into new and retrofit projects. Goals of the LEED construction include water
efficiency, energy, & atmosphere, sustainable sites, materials and resources, and indoor environment quality.

e MARTA implemented an authoritywide recycling program on January 1, 2010 with a goal to reduce landfill waste.
After the first four months there was a 365% increase in tonnage diverted away from landfill.

¢ MARTA has seen the light on the benefits of using Light Emitting Diode (LED) rather than traditional fluorescent
and incandescent lighting. LEDs have a longer life span, consume less energy, and produce a brighter quality of
light than traditional lighting. By upgrading to LED lights MARTA's energy savings will return the cost of investment
in less than three years while enjoying increased safety, less maintenance, and a smaller carbon footprint. The
various replacement efforts are being adopted throughout MARTA.

This year also brought together regional transportation and transit stakeholders to craft a project list for the July 2012
transportation sales tax referendum. Proposed projects would help support MARTA's aging transit infrastructure and
invest in an expanded and integrated regional transit network.

Long-Term Financial Planning

MARTA continues to emphasize how it significantly benefits quality of life, economic impact, mobility and access for the
region and the state. However, if the region and state fail to adequately fund and expand transit, those benefits could be lost.
MARTA's current funds allow it to focus only on system safety, regulatory, and state of good repair priorities for the foreseeable
future. While there has been a slight increase in sales tax collections, there has still been a net loss of transit service which
equates to the loss of economic growth, new jobs and businesses that keep the region thriving. The diminution of transit will
also hurt the environment and make this region a less attractive place to live, work or to locate a business.
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The fate and future of MARTA and regional transit throughout the greater Atlanta region is at a critical juncture. The MARTA
system is aging and in need of significant re-investment. Over the last several years, MARTA re-focused its commitment
to the Capital Improvement Program. An even greater commitment will be required during the planning years ahead.
MARTA general funds now pay for preservation of capital infrastructure that at one time received federal funding. Because
of the aging of our assets and the projected limited growth in our capital revenue, a more comprehensive capital planning
process was needed to address the state of good repair of MARTA's capital assets. MARTA adopted its fiscal year 2011
Operating and Capital Budgets which are the most austere ever implemented at the Authority. Included are major service
reductions and pass price increases, in addition to the continuation of significant cost containment measures.

With House Bill 277, the Transportation Investment Act signed on June 2, 2010, MARTA received some much needed
temporary assistance as a result of the removal of obsolete financial restrictions for the next three years. Beyond
this temporary financial flexibility for MARTA, HB 277 opens the opportunity in 2012 for people across the state and
region to approve a much needed, one-cent transportation sales tax that can be used to significantly boost public
transit investment.

Going forward, MARTA recognizes that transportation enhancement will become central to metro Atlanta’s continued
economic growth and success. As such, it continues to emphasize the need for the region and the state to join MARTA
as funding partners in order to continue to provide these important benefits.

AWARDS

MARTA received the following awards and recognition during fiscal year 2011:

o GFOA Award for Distinguished Budget Preparation for the fiscal year Beginning July 1, 2010.

o GFOA Certificate of Achievement for Excellence in Financial Reporting for the
fiscal year 2010 Comprehensive Annual Financial Report.

° GFOA Award for Outstanding Achievement in Popular Annual Financial Reporting for fiscal year 2010.

ACKNOWLEDGEMENTS

Special thanks go to the Office of Accounting without whom this report could not have been completed, the Office of
Marketing and all the MARTA staff who assisted in this endeavor.

Sincerely,

;&m U1 ool s

Davis Allen Beverly A. ScotfyPh.D.

Assistant General Manager Finance/CFO General Manager/ Chief Executive Officer
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CERTIFIED PUBLIC AccounTANTS, LLC

INDEPENDENT AUDITOR'S REPORT

Members of the Board and
General Manager / Chief Executive Officer

Metropolitan Atlanta Rapid Transit Authority
Atlanta, Georgia

We have audited the accompanying basic financial statements of the Metropolitan Atlanta Rapid Transit
Authority {the "Authority”) as of and for the year ended June 30, 2011, as listed in the table of contents.
These financial statements are the responsibility of the Authority’s management. Qur responsibility is to
express an opinion on these financial statements based on our audit. The financial statements of the
Authority as of June 30, 2010, were audited by other auditors whose report dated January 21, 2011,
expressed an ungualified opinion on those statements.,

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

In our opinion, the 2011 financial statements referred to above present fairly, in all material respects, the
financial position of the Metropolitan Atlanta Rapid Transit Authority as of June 30, 2011 and the changes
in its financial position and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 12, 2012
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 to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.
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Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3 through 9 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 inquires of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inguiries, 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements of the
Metropolitan Atlanta Rapid Transit Authority. The Supplemental Schedule of Revenues and Expenses —
Budget vs. Actual is presented for purposes of additional analysis and is not a required part of the basic
financial statements. The accompany schedule of expenditures of federal awards is presented for purposes
of additional analysis as required by the U.5. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and MNon-Profit Organizations, and is also not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements.
The 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 financial statements or to the 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Authority's basic financial statements. The introductory section and statistical section, as listed
in the table of contents, are presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information has not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on it.

Mo i &Aﬂm W

Atlanta, Georgia
March 12, 2012
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MANAGEMENT’S DISCUSSION AND ANALYSIS

(Unaudited) Dollars in Thousands

As management of the Metropolitan Atlanta Rapid Transit Authority (MARTA or the
Authority), we offer readers of MARTA’s basic financial statements this narrative
overview and analysis of the financial activities of MARTA for the fiscal years ended
June 30, 2011 and 2010. This discussion and analysis is designed to assist the reader
in focusing on the significant financial issues and activities and to identify any significant
changes in financial position. We encourage readers to consider the information
presented here in conjunction with the financial statements as a whole. All amounts,
unless otherwise indicated, are expressed in thousands of dollars.

MARTA was formed as a joint public instrumentality of the City of Atlanta and the
counties of Fulton, DeKalb, Cobb, Clayton, and Gwinnett by action of the General
Assembly of the State of Georgia (the MARTA Act) to design and implement a rapid
transit system for the Atlanta metropolitan area. MARTA operates a bus and rapid rail
transportation system and continues to develop and construct further improvements to
its integrated bus/rail transportation system.

Overview of Financial Statements

MARTA’s financial statements are prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of
America as promulgated by the Governmental Accounting Standards Board (GASB).
MARTA is structured as a single enterprise fund with revenues recognized when earned
and measurable, not when they are received. Expenses are recognized when they are
incurred, not when they are paid. Capital assets are capitalized and (except land) are
depreciated over their useful lives. Many cash amounts are restricted for debt service
and by state and federal regulations. See the notes to the financial statements for a
summary of MARTA'’s significant accounting policies.

Included in MARTA’s financial statements are the Statements of Net Assets, the
Statements of Revenues, Expenses and Changes in Net Assets, the Statements of
Cash Flows, and the related notes.

The Statement of Net Assets presents information on all of MARTA’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of MARTA is improving or deteriorating.

The Statement of Revenues, Expenses and Changes in Net Assets presents information
showing how MARTA’s net assets changed during the most recent fiscal year. All
changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows
in future fiscal periods (e.g., uncollected sales taxes and earned but unused vacation
leave).

The Statement of Cash Flows allows financial statement users to assess MARTA’s
adequacy or ability to generate sufficient cash flows to meet its obligations in a timely
manner. The statement is classified into four categories: 1) Cash flows from operating
activities, 2) Cash flows from non-capital financing activities, 3) Cash flows from capital
and related financing activities, and 4) Cash flows from investing activities.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

(Unaudited) Dollars in Thousands

The notes to the financial statements provide additional information that is essential to a
full understanding of the data provided in the basic financial statements.

Fiscal Year 2010 Restatement

MARTA management concluded that the Authority’s financial statements for the year
ended June 30, 2010 should be restated to reflect the correction of the accounting
treatment for some investment securities. Therefore, all references and comparisons to
the 2010 financials in the accompanying financial statements will be to the restated
financials. The restatement of the 2010 financial statements was required to properly
record fair market value of investment in securities. It was determined that accrued
interest was overstated by $22 266 as of June 30, 2010. As a result, the Authority’s
assets were overstated by $ 22,266, restricted net assets were overstated by the same
amount, and non-operating income was overstated by $4,185. The restatement does
not affect cash.

Financial Position Summary

Net assets may serve over time as a useful indicator of MARTA’s financial position.
MARTA’s assets exceed liabilities by $1.7 billion at June 30, 2011, a $167 million
decrease from June 30, 2010 when assets exceed liabilities by $1.8 billion.

The largest portion of MARTA’s net assets each year, 54% and 53% as of June 30,
2011 and 2010, respectively, represents its investment in capital assets (e.g., land, rail
system, buildings and transportation equipment); less any related outstanding debt used
to acquire those assets. MARTA uses these capital assets to