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INDEPENDENT AUDITORS’ REPORT

To the Advisory Board of
Cape Ann Transportation Authority
Gloucester, MA

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Cape Ann Transportation Authority,
as of and for the year ended June 30, 2023, and the related notes to the financial statements,
which collectively comprise Cape Ann Transportation Authority’s basic financial statements as
listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Cape Ann Transportation Authority, as of June 30, 2023, and the
changes in financial position and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

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. Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Cape Ann
Transportation Authority and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in the United States of America
and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Cape Ann
Transportation Authority’s ability to continue as a going concern for twelve months beyond the
financial statement date, including any currently known information that may raise substantial
doubt shortly thereafter.



Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards and Government Auditing Standards will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user
based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and
Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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 Cape Ann Transportation Authority’s
internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Cape Ann Transportation Authority’s ability
to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis on pages 4 through 7 be presented to supplement the
basic financial statements. Such information is the responsibility of management and, 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
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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 Cape Ann Transportation Authority’s basic financial statements. The
accompanying Schedule of Net Cost of Service and Schedule of Local Assessments are
presented for purposes of additional analysis and are 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 basic
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 basic financial statements or 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 accompanying Schedule of Net
Cost of Service and Schedule of Local Assessments are fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
May 31, 2024 on our consideration of Cape Ann Transportation 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 Cape Ann
Transportation 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 Cape Ann Transportation Authority’s internal control over financial reporting and
compliance.

Rom 2. Beauliiv. ¢ Co.

Portland, Maine
May 31, 2024



CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Required Supplementary Information

Management’s Discussion and Analysis - Unaudited

The following is offered to the readers of the Cape Ann Transportation Authority’s financial statements. It
is a narrative overview and analysis of the financial performance of the Cape Ann Transportation Authority
(the Authority) during the fiscal year ended June 30, 2023. Please read this discussion and analysis in
conjunction with the Authority’s financial statements.

This financial report is designed to provide a general overview of the Authority’s finances for all those with
an interest in the Authority’s finances. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to Cape Ann Transportation Authority,
3 Pond Road, Gloucester, Massachusetts, 01930.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial
statements. The Authority is a special-purpose government engaged in only business type activities. As
such, its financial statements consist of only those financial statements required for proprietary funds and
the related notes.

Revenue is recorded when earned and expenses are recorded when incurred. The financial statements
include a statement of net position, a statement of revenues, expenses and changes in net position, and a
statement of cash flows. These are followed by the notes to the financial statements. In addition to the
financial statements, this report also contains supplemental schedules pertaining to the net cost of service of
the Authority.

The statement of net position presents information on the assets and liabilities, with the difference
between the two reported as net position. Over time, increases and decreases in net position may serve
as a useful indicator of whether the financial position of the Authority is improving or deteriorating.

The statement of revenues, expenses and changes in net position reports the operating revenues and
expenses and nonoperating revenues and expenses of the Authority for the fiscal year with the
difference — the increase or decrease in net position — being combined with any capital grants to
determine the net change in assets for the fiscal year. That change combined with the previous year’s
end net position total reconciles to the net position total at the end of this fiscal year.

The statement of cash flows reports cash and investment activities for the fiscal year resulting from
operating activities, capital and related activities, noncapital and related financing activities and
investing activities. The net result of these activities added to the beginning of the year cash and
investment balance reconciles to the cash and investment balance of the current fiscal year.

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



CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Required Supplementary Information
Management’s Discussion and Analysis - Unaudited

Condensed Financial Information

Condensed financial information as of and for the years ended June 30, 2023 and 2022 are as follows:

2023 2022
Current assets $ 5,614,024 $ 3,802,521
Restricted and noncurrent assets 1,072,560 549,942
Capital assets, net 6,580,631 5,589,691
Total assets 13,267,215 9,942,154
Current liabilities 4,111,391 218,811
Deferred inflows 351,042 2,239,101
Total liabilities 4,462,433 2,457,912
Net position:
Invested in capital assets, net of related debt 6,580,631 5,589,691
Restricted 1,894,551 1,894,551
Unrestricted 329,600 -
Total net position $ 8,804,782 $ 7,484,242
Operating revenue
Revenue from transportation $ 366,470 $ 2,492,930
Other 145,640 111,288
Total operating revenues 512,110 2,604,218
Operating expenses:
Transportation services 4,074,712 4,348,585
Other operating expenses 413,522 590,680
Total operating expenses, excluding depreciation 4,488,234 4,939,265
Depreciation and amortization 497,463 735,420
Total operating expenses, including depreciation 4,985,697 5,674,685
Operating loss (4,473,587) (3,070,467)
Net nonoperating revenue 3,976,124 2,335,047
Capital grants 1,488,403 150,678
Change in net position 990,940 (584,742)
Beginning of year net position 7,484,242 5,737,507
Prior period adjustment 329,600 2,331,477

End of year net position $ 8,804,782 $ 7484242




CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Required Supplementary Information
Management’s Discussion and Analysis - Unaudited
Financial Highlights
The assets of the Authority exceed its liabilities at the close of the most recent fiscal year by $8,804,782.
The Authorities total net assets increased by $990,940 mainly due to the acquisition of property and

equipment. The Authority’s expenses, except for depreciation and amortization, are fully funded annually
through a combination of federal, state, and local assistance.

The Authority’s net assets consist of its investment in capital assets (e.g., land, buildings, vehicles, and other
equipment). The Authority uses these capital assets to provide fixed route and paratransit services to
individuals within its service area; consequently, these net assets are not available for future spending.
Although the Authority’s investment in capital assets is reported as net of related debt, it should be noted
that the resources needed to repay any related debt outstanding must be provided from other sources, since
the capital assets themselves cannot be used to liquidate these liabilities.
Key factors in the changes in revenues and expenses are as follows:
e Passenger fares decreased $9,118, or 6.14%, due to the decrease in ridership.
e Total operating expenses, excluding depreciation, decreased by $451,031, due to reduction in staff
and capital expenditures.
e Revenues from assessments from member municipalities increased 2.5% as allowed by law.
e State capital assistance increased; state operating assistance increased; federal capital and operating
assistance increased.
Capital Assets and Debt
The Authority’s capital assets as of June 30, 2023 amounted to $6,580,631 (net of accumulated

depreciation). This investment in capital assets includes land, buildings and improvements, transportation
equipment, office, and other equipment.

Capital asset additions and adjustments during the fiscal year include the following:

Transit Equipment $ 1,488,532
Service Equipment (129)
$ 1,488,403

The Authority acquires its capital assets under federal capital grants and state matching funds.

At year-end, the Authority had $2,413,000 of notes outstanding, an increase of $203,000 over the prior year.



CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Required Supplementary Information
Management’s Discussion and Analysis — Unaudited
Economic Factors and Next Year’s Budgets
CATA provided approximately 170,658 trips in FY23, which includes fixed route, ADA and senior dial-a-

ride, CATA On Demand, all three summer services (Stage Fort Park Trolley, Rockport Trolley, and
Ipswich/Essex Explorer), and the Beverly Shuttle.

The decrease in ridership from FY22 was due to the workforce commuter transportation service that CATA
provided for the Cape Ann Works initiative, which ended on October 21, 2022.

The On Demand service, which was launched in April, 2021, continues to be popular with the highest

ridership yet since launch as depicted in the stats below. The service operates Monday through Friday
within a designated area in Gloucester.

FY 2021 FY 2022 FY 2023

July - 1,573 2,255
August - 1,765 2,583
September - 1,591 2,645
October - 1,336 2,673
November - 1,258 2,850
December - 1,591 3,117
January - 1,271 2,909
February - 1,424 2,637
March - 1,886 3,229
April 81 1,539 2,642
May 675 1,474 3,313
June 1,241 1,625 3,120
Yearly 1,997 18,333 33,973

In accordance with MGL 161(b), CATA contracts with a private company for the management and
operation of the transit services. The management contract was awarded to First Transit, Inc., effective
January 1, 2022. The management contract is a three-year contract with two one-year options that can be
exercised at the Authority sole discretion.

CATA received two 35 heavy duty diesel hybrid Gillig buses in FY23. Additionally, CATA ordered two
35’ diesel buses with the trolley package to replace the two trolley’s we currently have as they have reached
the end of their useful life. Due to the unforeseen state of affairs resulting in global supply chain issues, the
trolleys were not delivered in a timely manner as was expected.



CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Statement of Net Position

June 30, 2023
Assets

Current assets:
Cash and cash equivalents (Note 3)
Short term investments (Note 3)
Federal operating assistance receivable
Receivables from cities and towns
Capital assistance receivables
Lease receivable
Other receivables
Inventories
Prepaid expenses

Total current assets
Restricted and noncurrent assets:

Receivables from cities and towns
Lease receivable
Capital assets, net (Note 6)

Total restricted and noncurrent assets

Total Assets
Liabilities
Current liabilities:
Accounts payable and accrued expenses
Accrued expenses
Accrued payroll
Accrued interest payable
Compensated absences
Revenue anticipation notes (Note 7)

Total Liabilities
Deferred inflows of resources related to leases

Total Liabilities and Deferred Inflows of Resources
Net Position

Net Position
Invested in capital assets, net
Unrestricted
Restricted
Total Net Position

See accompanying notes to the financial statements
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$ 46,592
1,120,137
1,672,955

879,404
1,474,837
82,848
31,380
75,292
230,579

5,614,024

794,919
277,641
6,580,631

7,653,191

$ 13,267,215

$ 1,576,074
8,000

2,763

98,129

13,425
2,413,000

4,111,391

351,042

$ 4,462,433

$ 6,580,631
329,600
1,894,551

$ 8,804,782




CAPE ANN TRANSPORTATION AUTHORITY

(A Component Unit of the Massachusetts Department of Transportation)

Statement of Revenues, Expenses, and Changes in Net Position

Year Ended June 30, 2023

Operating Revenues:
Passenger fares
Other transit services
Other Income

Total operating revenues

Operating Expenses:
Transit service
Maintenance
General Administration
Total operating expenses excluding depreciation
Depreciation

Total operating expenses including depreciation
Operating loss

Nonoperating revenues (expense)
Operating assistance grants
Federal
Commonwealth of Massachusetts
Local Assessments
Interest income
Interest expense

Total nonoperating revenues
Loss before reserves and capital grants
Capital grants
Change in net position

Net position
Beginning of year, as reported
Prior period adjustment
Beginning of year, as restated

Net position, end of year

See accompanying notes to the financial statements
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$ 139,277
227,193
145,640

512,110

3,532,136
542,576
413,522

4,488,234
497,463

4,985,697

(4,473,587)

1,633,965
1,517,243
814,792
83,181

(73,057)

3,976,124

(497,463)
1,488,403
990,940

7,484,242
329,600

7,813,842

$ 8,804,782




CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Statement of Cash Flows

Year ended June 30, 2023
Cash flows from operating activities:
Passenger fares $ 139,277
Other transit services 246,023
Other cash receipts 145,640
Payments to operators (4,300,405)
Payments to other vendors (228,834)
Payments to employees for services (202,525)
Net cash used in operating activities (4,200,824)
Cash flows from noncapital financing activities:
Proceeds from sale of revenue anticipation notes 2,413,000
Principal paid on revenue anticipation notes (2,210,000)
Interest paid on revenue anticipation notes (2,553)
Reduction of short-term investments 774,414
Operating and contract assistance 2,277,367
Net cash provided by noncapital financing activities 3,252,228
Cash flows from investing activities
Interest income 83,181
Net cash used by investing activities 83,181
Change in cash and cash equivalents (865,415)
Cash and cash equivalents, beginning of year 912,007
Cash and cash equivalents, end of year $ 46,592
Reconciliation of operating loss to net cash used in operating activities:
Operating loss $ (4,473,587)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation 497,463
Changes in assets and liabilities
Receivables, net (1,688,633)
Accounts payable and accrued expenses 1,463,933
Net cash used in operating activities $ (4,200,824)

See accompanying notes to the financial statements
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023
Note 1. The Reporting Entity

The Authority, a political subdivision of the Commonwealth of Massachusetts (the Commonwealth), was
established in accordance with Chapter 161B of the Massachusetts General Laws to provide a public transit
system for the territory comprised of the City of Gloucester and the Towns of Rockport, Ipswich, Essex, and
Hamilton. In accordance with requirements of Statement No. 14, The Financial Reporting Entity, of the
Governmental Accounting Standards Board (GASB), the financial statements must present the Authority
(the primary government) and its component units. Pursuant to this criterion, no component units were
identified for inclusion in the accompanying financial statements. Additionally, the accompanying financial
statements are incorporated into the financial statements of the Commonwealth as the Authority is a
component unit of the Massachusetts Department of Transportation.

Note 2. Summary of Significant Accounting Policies

A. Basis of Accounting

The operations of the Authority are accounted for as an enterprise fund on an accrual basis in order to
recognize the flow of economic resources. Under this basis, revenues are recognized in the period in
which they are earned, expenses are recognized in the period in which they are incurred, depreciation of
assets is recognized, and all assets and liabilities associated with the operation of the Authority are
included in the Statements of Net Assets. The principal revenues of the Authority are fare box revenues
received from patrons. The Authority also recognizes as operating revenue the rental fees received from
vendors from operating leases of Authority property. Operating expenses for the Authority include the
costs of operating mass transit and demand responsive services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses. CATA considers restricted or unrestricted amounts to have been
spent from unrestricted amounts when an expenditure is incurred for purposes for which both restricted
and unrestricted amounts are available.

B. Budget

The Authority must establish an operating budget each year so that the amount will equal the sum of (a)
the aggregate of all annual appropriations for expenditures and transfers, less (b) the aggregate of all
revenue and transfers projected to be received by the Authority, including available surplus funds. The
budget for all operations of the Authority is prepared by the Administrator and is acted upon by the
Advisory Board. The budget is prepared on the accrual basis. Depreciation is not recognized as an
expense, but capital outlays are recognized as expenses for budgetary control purposes. These expenses
are reclassified for the purpose of preparing financial reports in accordance with GAAP.

C. Cash and Cash Equivalents

Cash includes amounts in demand deposits. Cash equivalents include all highly liquid deposits with an
original maturity of three months or less when purchased. These deposits are fully collateralized or
covered by federal deposit insurance except as stated in Note 3. The carrying amount of the cash
equivalents is fair value. For purposes of the statement of cash flows, the Authority considers all highly
liquid investments purchased with a maturity of three months or less to be cash equivalents.
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023
D. Accounts Receivable
Accounts receivable are due from various state agencies for services provided to designated individuals.
At June 30, 2023 all accounts were deemed collectable.
E. Compensated Absences

Employees of the Authority are entitled to paid vacations, paid sick days and personal days off,
depending on job classification, length of service and other factors. The Authority’s policy is to
recognize the costs of compensated absences when actually accrued, subject to accumulation limitations
in accordance with personnel policies. The vested accrual balance at June 30, 2023 was $13,425.

F. Capital Assets

Capital assets are stated at cost. Cost includes not only purchase price or construction cost, but also
ancillary charges necessary to place the asset in condition for use. Capital assets are defined as assets
with initial, individual costs exceeding $5,000.

G. Depreciation

The Authority provides for depreciation using the straight-line method. Depreciation is intended to
distribute the cost of depreciable properties over the following estimated average useful lives:

Buildings 20-40 years
Vehicles 5-12 years
Passenger Shelters 5 years
Furniture, fixtures and equipment 5-7 years

H. 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
amounts reported in the financial statements and accompanying notes. Actual results could differ from
those estimates.

I. Concentration of Credit Risk

Financial instruments which potentially subject the Authority to concentrations of credit risk consist
principally of investments, cash equivalents and grants receivable. The Authority’s cash equivalents
were with various credit-worthy financial institutions; investments consisted of a collateralized
repurchase agreement and grants receivable were due from Federal, State and local assessments. The
Authority considers the credit risk associated with financial instruments to be minimal.

J. Available Unrestricted Resources

The Authority’s policy is to utilize available unrestricted resources prior to restricted resources.
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023
K. Inventories

Inventories are stated at the lower of cost or market, on a first in first out basis.

L. Statement of Net Position

The statement of net position presents all of the Authority’s assets and liabilities, with the difference
reported as net position. Net position is reported in three categories:

Net investment in capital assets consists of capital assets, net of accumulated depreciation and
reduced by outstanding balances for bonds, notes and other debt that are attributed of the acquisition,
construction or improvement of those assets.

Restricted net position results when constraints placed on net position use are either externally
imposed by creditors, grantors, contributors, and the like, or imposed by law through enabling
legislation.

Unrestricted net position consists of net position which does not meet the definition of the two
preceding categories.

M. Restricted Assets and Restricted Liabilities
Restricted assets are restricted for the acquisition of capital assets and the reserve for extraordinary
expense. Restricted liabilities are amounts payable from the restricted assets.

N. Implementation of GASB Pronouncements

During fiscal 2023, the following GASB Pronouncements were adopted and implemented, when
necessary, by the Authority. The adoption of these statements did not have a material impact on the
Authority’s financial statements.

- No. 91 — Conduit Debt Obligations
- No. 94 — Public-Private and Public-Private Partnerships and Availability Payment Agreements
- No. 96 — Subscription-Based Information Technology Arrangements

The GASB has issued the following statements which require adoption subsequent to June 30, 2023 and

are applicable to the Authority. The Authority has not yet adopted these statements, and the implications
on the Authority’s fiscal practices and financial reports are being evaluated.
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023

Note 3. Cash and Short-term Investments

A. Investment Policy

State and local statutes place certain limitations on the nature of deposits and investments available to
the Authority. Deposits (including demand deposits, term deposits and certificates of deposit) in any
one financial institution may not exceed certain levels without collateralization by the financial
institutions involved. Investments can also be made in securities issued by or unconditionally
guaranteed by the U.S. Government or Agencies that have a maturity of less than one year from the date
of purchase, repurchase agreements guaranteed by such securities with maturity dates of no more than
90 days from the date of purchase and units in the Massachusetts Municipal Depository Trust
(“MMDT”).

B. Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits may not be
returned to it. The government does not have a deposit policy for custodial risk. As of June 30, 2023
$-0- of the government’s bank balance of $52,356 was exposed to custodial credit risk as uninsured and
uncollateralized.

C. Interest Rate Risk

As of June 30, 2023, the Authority’s primary short-term investment was in the State Treasurer’s
investment pool, MMDT. The fair value of the MMDT investment at June 30, 2023 was $1,120,137 and
its average maturity is less than one year.

D. Credit Risk

As of June 30, 2023, the Authority’s investment in the state investment pool, MMDT, was not rated.

E. Fair Value Measurements

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.

Because MMDT is measured at net asset value, it is not required to be measured within the fair value
hierarchy described above.

F. Liquidity

MMDT does not place any limitation or restrictions on participant withdrawals. MMDT has no
redemption restrictions.

14



CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023
Note 4. Right-of-Use Receivable
Amounts recognized as right-of-use receivable related to operating leases where the Authority is the Lessor

are included on the statement of net position as lease receivable in the current and noncurrent assets.
Deferred revenues from these leases are recorded as deferred inflows of resources.

Operating

Year Leases
2024 $ 95760
2025 97,080
2026 98,400
2027 99,720
Total 390,960
Less effects of discounting 30,471
Lease receivables recorded at June 30, 2023 360,489
Less current portion 82,848
Long-term lease receivables $ 277,641

Note 5. Grants

Under various sections of the Bipartisan Infrastructure Law, the United States Department of Transportation
approves capital grants to fund up to 80% of the Authority’s capital improvement projects. The remaining
portion of approximately 20% will be financed through the Massachusetts Department of Transportation.
Capital grants of the Authority are reported as contributed capital as required by GASB Statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions. In addition, the Federal government
may fund up to 80% of the Authority’s preventative maintenance and complementary ADA services costs,
as defined.

The Authority has a contract with the Commonwealth for operating assistance as provided for in the

enabling legislation under which the Commonwealth will pay the Authority a portion of its net cost of
service. The amount of this contract assistance for fiscal year 2023 was $1,517,243.
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023
Note 6. Capital Assets

The following is a summary of changes in Capital Assets at June 30, 2023:

Beginning Ending
balance Additions Disposals balance
Capital assets not being depreciated:
Land $ 850,000 - - 850,000
Total capital assets not being depreciated 850,000 - - 850,000
Other capital assets:
Buildings and improvements 6,078,846 - - 6,078,846
Transit equipment 4,815,776 1,488,532 - 6,304,308
MAP vehicles 1,072,411 - - 1,072,411
Service equipment 290,149 10,268 11,140 289,277
Electronic equipment 438,395 - - 438,395
Service vehicles 87,878 - - 87,878
Furniture & fixtures 167,370 - - 167,370
Total other capital assets at historical cost 12,950,825 1,498,800 11,140 14,438,485
Less accumulated depreciation for:
Buildings and improvements 3,090,094 154,274 - 3,244,368
Transit equipment 3,509,086 218,700 - 3,727,786
MAP vehicles 786,194 105,082 - 891,276
Service equipment 162,719 14,811 742 176,788
Electronic equipment 431,839 1,748 - 433,587
Service vehicles 87,878 - - 87,878
Furniture & fixtures 143,324 2,847 - 146,171
Total accumulated depreciation 8,211,134 497,462 742 8,707,854
Other capital assets, net 4,739,691 1,001,338 10,398 5,730,631

Total capital assets, net $ 5,589,691 1,001,338 10,398 6,580,631
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2023
Note 7. Revenue Anticipation Notes

At June 30, 2023, the Authority had $2,413,000 of revenue anticipation notes (RAN) outstanding. The
RANSs have a weighted average net interest cost (NIC) of 2.978% and are due July 1, 2023.

Outstanding Outstanding
at June 30 at June 30
2022 Issued Retired 2023
0.3696% revenue anticipation note $ 2,210,000 - 2,210,000 -
2.9780% revenue anticipation note - 2,413,000 - 2,413,000
Total $ 2,210,000 2,413,000 2,210,000 2,413,000

Subsequent to the year end, the Authority retired $2,413,000 of the notes outstanding at year end. The
retirement was financed by the borrowing of $2,500,000 of revenue anticipation notes; they have a weighted
average interest cost of 4.1036% and are due July 3, 2024. The Authority uses the proceeds of these notes
to fund its mass transit operations.

Note 8. Pension Plan

The Advisory Board of CATA voted to accept the provisions of Chapter 32 for their employees. The Public
Employee Retirement Administration Committee (PERAC) accepted that vote and issued a certificate
effective July 1, 2022. As of that date CATA became a member unit of the Gloucester Retirement System.
Upon the next System valuation date of January 1, 2024, CATA will be recognized as a member unit and
their liabilities will be recognized and their contributions assessed. At that time CATA will be subject to all
GASB 68 accounting and disclosure requirements.

Note 9. Risk Management

In conjunction with its normal operations, the Authority is exposed to various risks related to the damage or
destruction of its assets from both natural and man-made occurrences, tort/liability claims, errors and
omissions claims and professional liability claims. As a result of these exposures, the Authority has
developed a comprehensive risk management program. There have been no significant reductions in
coverage from the prior year and settlements have not exceeded insurance coverage for the current year or
in any other year.

GASB Statement No. 10, Accounting and Financial Reporting for Risk Financing and Related Insurance
Issues, requires that liabilities for self-insured claims be reported if it is probable that a loss has been
incurred and the amount can be reasonably estimated. These losses include an estimate of claims that have
been incurred but not reported. The estimated liability for all self-insured losses incurred but not reported is
not material at June 30, 2023.
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023

Health insurance benefits for employees are provided through a health maintenance organization. The
Authority’s contributes 75% of the premium cost for employees. In 2023, expenditures for the Authority’s
share of health insurance contributions were $25,044. The Authority purchases insurance for worker’s
compensation for its employees.

Note 10. Commitments and Contingent Liabilities
A. Fuel Contracts
The Authority has no contracts outstanding.
B. Commitments

The Authority entered into a five-year agreement for management and preventive maintenance services
effective January 1, 2022. The agreement is for a three-year term ending December 31, 2024 with two
additional one-year options exercisable at the Authority’s sole discretion at an initial annual
management fee of $182,329. The contract can be terminated by CATA for convenience.

C. Legal and Other

The Authority participates in a number of federally assisted grant programs. These programs are subject
to financial and compliance audits by the grantors or their representatives. In the opinion of the
Authority’s management, liabilities resulting from such disallowed expenditures, if any, will not be
material to the accompanying financial statements.

Note 11. Net Assets — Investments in Capital Assets

This balance is represented by the amount invested in capital assets net of related debt. It is comprised of
the following:

Cost of Capital Assets Acquired $ 15,288,485
Less: Accumulated Depreciation 8,707,854
Less: Outstanding Debt Related to Capital Assets -

Investments in Capital Assets $ 6,580,631
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023

Note 12. Extraordinary Reserve, Stabilization Fund, Section 10 Reserve

In accordance with Section 6 of Chapter 161B of the General Laws of the Commonwealth, the Authority is
allowed to establish a reserve account for the purpose of meeting the cost of extraordinary expenses that are
both unusual in nature and infrequent in occurrence. The total reserve amount may not exceed 20% of the
prior year’s local assessment and the annual funding cannot exceed 3% of the current year’s local
assessment. The accumulated aggregate reserve of $35,500 (which represents approximately 4.47% of the
applicable local assessment of $794,919.

Chapter 161B of the General Laws of the Commonwealth has been amended to allow the Authority to
establish a stabilization fund, which can be accessed for capital improvements or to offset an unforeseen and
dramatic loss of revenue within a fiscal year. The Authority maintains a stabilization fund in the amount of
$1,447,852.

Section 10 of Chapter 161B of the General Laws of the Commonwealth of Massachusetts allows the
Authority to establish a reserve fund with the approval of the advisory board to set aside excess funds
earned by the Authority. The amount placed in the reserve is in excess of the state contract assistance for
fiscal 2021 which was allocated to the Section 6 reserve and the stabilization fund permitted by Section 26.
The excess amount for fiscal 2021 was $411,199.

Note 13. Transit Service

The operation of the Authority’s fixed route service and maintenance of the Authority’s transportation
property are performed by Cape Ann Transit Management, Inc. (CATM) a wholly owned subsidiary of
Transdev under the terms of an agreement whereby CATM operates mass transit along such routes and
according to such a schedule as defined by the Authority. In return, the Authority agrees to pay Transdev a
management fee and to reimburse CATM for all costs and expenses which are reasonable and necessary for
the efficient operation of the service. CATM also operates bus and van services for the elderly,
handicapped, and low-income persons.

Note 14. Related Parties
A. City of Gloucester

The Authority has entered in an agreement with the City of Gloucester to lease 11,152 square feet of
office space. The term of the lease is effective from July 1, 2022 through June 30, 2027 and calls for
monthly payments of $7,870 plus a pro-rata share of heating costs. The City pays its own utilities. The
City has the right to extend the lease for four additional one-year periods at annual increases of $110 per
month. Rental receipts for the year ended June 30, 2023 was $94,320. The Authority advertised the
rental of this space and sent out requests for proposals to public and private entities. The City of
Gloucester was the only respondent. Its reply was considered to be arms-length based on the location of
the property and the current use by the owner.
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023

B. Massachusetts Department of Transportation

The Authority is deemed to be a related party of the Commonwealth of Massachusetts and the
Massachusetts Department of Transportation due to its status as a component unit. Related party
transactions consisted of Operating Assistance of $1,517,243; State Capital Assistance of $472,500; and
Local Assessments of $814,792 to be paid to the Authority by the Commonwealth. Related party
receivables consist of $1,674,323 in local operating assistance to be billed to the Communities
constituting the Authority, and $472,500 of State Capital Assistance.

Note 15. Executive Compensation

Administration and Finance regulations, 801 CMR 53.00, on Executive Compensation require that the
Authority disclose in the annual financial statements the “salaries and other compensation of its executive
director, officers, board members and other highly compensated employees”. Compensation is defined in
the regulation, 801 CMR 53.04 (1) to include “base salary, bonuses, severance, retirement or deferred
compensation packages and policies relative to the accrual and payment of sick and vacation time, including
payouts for unused sick and vacation time”. The administrator is the only individual for whom disclosure is
required. Based on the above definition of compensation the administrator received $99,266 during the
fiscal year.

Note 16. COVID-19

During fiscal 2020 the Coronavirus epidemic significantly affected the Authority’s operations. Most
brokerage and demand responsive services were discontinued, fare revenues were not collected and
ridership decreased significantly. CATA was required to incur expenses for personal protection equipment,
barriers and disinfectant related products and cleaning services. In response to the effects of COVID-19, the
Coronavirus Aid Relief, and Economic Security Act (CARES Act) was signed into law. The purpose of that
law was to help the Authority fully fund their revenue losses and cover the additional expenses require to
protect employees and riders. The funding requires no local match.

In December of 2020 the Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA)
was enacted to provide additional assistance. Funding is intended to support eligible expenses with priority
given to payroll and operational needs. The grant awarded is for $310,952.

In March of 2021 the American Rescue Plan Relief Act of 2021 (ARP) was enacted to provide ongoing
assistance to ensure the ability of the Authority to provide services well into the future. The grant will assist
with operating expenses related to maintaining day-to-day operations, cleaning and sanitization, combating
the spread of pathogens on transit systems and maintaining critical staffing levels. The award to CATA was

in the amount of $1,448,954.
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CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Notes to Financial Statements
June 30, 2023

The following table represents drawdowns made to June 30, 2023.

Grant Current Prior Remaining

Amount Expenditures ~ Expenditures Balance

CARES Act $ 1,587,875 : 202,049 1,385,826
CRRSAA 310,952 310,952 - :

ARP 1,448,954 1,323,013 - 125,941

$ 3,347,781 1,633,965 202,049 1,511,767

Note 17. Error Correction

Opening balance of community assessment receivable changed to estimated amount.

Note 18. Subsequent Events

The Authority has evaluated subsequent events to June 30, 2023 through May 28, 2024, the date the
financial statements were available for issuance, and determined that other than the RAN refinancing, there

are no material items that would require recognition or disclosure in the Authority’s financial statements.
No adjustments were made.
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CAPE ANN TRANSPORTATION AUTHORITY

(A Component Unit of the Massachusetts Department of Transportation)

Schedule of Net Cost of Service
For the Year Ended June 30, 2023
OPERATING COSTS (EXCLUDING DEPRECIATION)

CATA administrative costs
Purchased services
Motor bus
Demand response
Other transportation
Debt service - interest
Total operating costs

FEDERAL OPERATING ASSISTANCE

FTA operating and administrative
Other federal
Total federal assistance

REVENUES

Operating
Farebox revenue
Other transit services

Other Revenue
Rental income
Interest income
Miscellaneous

Total revenue

NET OPERATING DEFICIT
ADJUSTMENTS
NET COST OF SERVICE

NET COST OF SERVICE FUNDING
Local assessments
State contract assistance to be funded
Less: state contract assistance received

Balance requested from the State
UNREIMBURSED DEFICIT

See accompanying independent auditors’ report
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$ 413,522

3,112,247
927,130
35,335
73,057

4,561,291

1,633,965

1,633,965

139,277
227,193

87,761
83,181
57,879

595,291

2,332,035

2,332,035

814,792
1,517,243
1,517,243



CAPE ANN TRANSPORTATION AUTHORITY
(A Component Unit of the Massachusetts Department of Transportation)

Schedule of Local Assessments

For the Year Ended June 30, 2023

The following table shows the local share that has been assessed upon each member municipality by the
Commonwealth for fiscal year 2023.

Essex $ 26,542
Gloucester 418,101
Hamilton 155,158
Ipswich 106,819
Rockport 108,172
Totals $ 814,792
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