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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
Independent Auditor’s Report
Board of Directors
Valley Metro Regional Public Transportation Authority
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 governmental activities, business-type activities, and each major fund of Valley
Metro Regional Public Transportation Authority, as of and for the year ended June 30, 2015, and
the related notes to the financial statements, which collectively comprise Valley Metro Regional
Public Transportation Authority’s basic financial statements, and have issued our report thereon
dated December 21, 2015. Our report included an emphasis of matter paragraph as to
comparability because of the implementation of Governmental Accounting Standards Board
Statement No. 68, as amended by Statement No. 71.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered Valley Metro
Regional Public Transportation Authority’s internal control over financial reporting (internal
control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Valley Metro Regional Public Transportation
Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of
Valley Metro Regional Public Transportation 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 combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether Valley Metro Regional Public
Transportation 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
determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such
an opinion. An other matter that is required to be reported under Government Auditing
Standards is described in the accompanying schedule of findings and questioned costs as item FS
2015-001.
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.

HEINFELD, MEECH & CO., P.C.
CPAs and Business Consultants

December 21, 2015
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Report on Compliance for Each Major Federal Program;
Report on Internal Control Over Compliance; and
Report on Schedule of Expenditures of Federal Awards
Required by OMB Circular A-133
Independent Auditor’s Report
Board of Directors
Valley Metro Regional Public Transportation Authority

Report on Compliance for Each Major Federal Program
We have audited Valley Metro Regional Public Transportation Authority’s compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have
a direct and material effect on each of Valley Metro Regional Public Transportation Authority’s
major federal programs for the year ended June 30, 2015. Valley Metro Regional Public
Transportation Authority’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.
Management’s Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts,
and grants applicable to its federal programs.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for each of Valley Metro Regional
Public Transportation Authority’s major federal programs based on our audit of the types of
compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 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 Valley Metro Regional Public Transportation 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 each
major federal program. However, our audit does not provide a legal determination of Valley
Metro Regional Public Transportation Authority’s compliance.
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Opinion on Each Major Federal Program
In our opinion, Valley Metro Regional Public Transportation Authority complied, in all material
respects, with the types of compliance requirements referred to above that could have a direct
and material effect on each of its major federal programs for the year ended June 30, 2015.
Report on Internal Control Over Compliance
Management of Valley Metro Regional Public Transportation 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 Valley Metro Regional Public Transportation Authority’s internal control over
compliance with the types of requirements that could have a direct and material effect on each
major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB
Circular A-133, 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
Valley Metro Regional Public Transportation 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 OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.
Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133
We have audited the financial statements of the governmental activities, business-type activities,
and each major fund of Valley Metro Regional Public Transportation Authority as of and for the
year ended June 30, 2015, and the related notes to the financial statements, which collectively
comprise Valley Metro Regional Public Transportation Authority’s basic financial statements.
We issued our report thereon dated December 21, 2015, which contained unmodified opinions
on those financial statements. Our audit was conducted for the purpose of forming opinions on
the financial statements that collectively comprise the basic financial statements.
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The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by OMB Circular A-133 and is 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 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 schedule of expenditures of federal awards is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

HEINFELD, MEECH & CO., P.C.
CPAs and Business Consultants

December 21, 2015
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VALLEY METRO REGIONAL PUBLIC TRANSPORTATION AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2015

Federal Grantor Agency and Program Title

CFDA
Number

Pass-Through
Grantor

Pass-Through
Identifying Number

Amount
provided to
Subrecipients

Total Expenditures
and Transfers

U.S. Department of Transportation
Federal Transit Administration
Metropolitan Transportation Planning and State and
Non-Metropolitan Planning and Research
Federal Transit - Formula Grants
Federal Transit - Formula Grants
Federal Transit - Formula Grants
Federal Transit - Formula Grants
Federal Transit - Formula Grants
Subtotal CFDA No. 20.507

20.505 ADOT

AZ-14-0004

20.507
20.507
20.507
20.507
20.507

AZ-90-X103
AZ-90-X109
AZ-90-X114
AZ-90-X124
AZ-90-X128

City of Phoenix
City of Phoenix
City of Phoenix
City of Phoenix
City of Phoenix

$

21,766
1,107,504
999,994
1,572,025
5,444,019
1,359,283
10,482,825

Public Transportation Research, Technical Assistance and Training

20.514 Operation Lifesaver

Transit Services Programs Cluster
Enhanced Mobility For Seniors and Individuals with Disabilities
Enhanced Mobility For Seniors and Individuals with Disabilities
Subtotal CFDA No. 20.513

20.513 City of Phoenix
20.513 City of Phoenix

AZ-16-002
AZ-16-003

463,000
414,177
877,177

Job Access and Reverse Commute Program
Job Access and Reverse Commute Program
Job Access and Reverse Commute Program
Subtotal CFDA No. 20.516

20.516 City of Phoenix
20.516 City of Phoenix
20.516 City of Phoenix

AZ-37-X011
AZ-37-X017
AZ-37-X018

50,000
168,774
74,000
292,774

New Freedom Program
New Freedom Program
New Freedom Program
Subtotal CFDA No. 20.521

20.521 City of Phoenix
20.521 City of Phoenix
20.521 City of Phoenix

AZ-57-X012
AZ-57-X016
AZ-57-X016

133,134
81,327
100,000
314,461

N/A

7,500

Total Transit Services Programs Cluster
Formula Grants for Rural Areas
Formula Grants for Rural Areas
Formula Grants for Rural Areas
Subtotal CFDA No. 20.509

$

100,000

1,484,412
20.509 ADOT
20.509 ADOT
20.509 ADOT

AZ-18-0054
AZ-18-0060
AZ-18-0066

23,682
11,973
274,468
310,122

Total Federal Transit Administration

12,306,625

100,000

Federal Highway Administration
Highway Research and Development Program

20.200 ADOT

Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Subtotal CFDA No. 20.205

20.205 MAG
20.205 Maricopa County
20.205 Maricopa County

JPA 11-0051

135,306

413
C-85-10-021-3-01
C85-11-004-6-00

578,704
336,151
260,008
1,174,863

Total Federal Highway Administration
Total Expenditures of Federal Awards
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1,310,169
$

See accompanying notes to the Schedule of Expenditures of Federal Awards.

13,616,794

$

100,000

VALLEY METRO REGIONAL PUBLIC TRANSPORTATION AUTHORITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2015

1.

General
The Schedule of Expenditures of Federal Awards presents the activity of all federal
award programs of the Valley Metro Regional Public Transportation Authority (the
“Authority”) for the year ended June 30, 2015. All federal awards received are passed
through the City of Phoenix, Arizona Department of Transportation, Maricopa County
and Maricopa Association of Governments. Federal financial award activities are
reported in the general, special revenue and enterprise funds in the Authority’s fund
financial statements. The information in the schedule is presented in accordance with the
requirements of the Office of Management & Budget (OMB) Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Because the schedule presents
only a selected portion of the operations of the Authority, it is not intended to and does
not present the financial position, changes in net position or cash flows of the Authority.

2.

Basis of Accounting and Reporting Entity
The accompanying Schedule of Expenditures of Federal Awards is presented using a
basis of accounting that is consistent with the basic financial statements, as is described
in Note 1 of the Authority’s basic financial statements. Such expenditures are recognized
following the cost principles contained in the applicable OMB Cost Principles Circular,
wherein certain types of expenditures are not allowable or are limited as to
reimbursement.
The Authority, for purposes of the Schedule of Expenditures of Federal Awards, includes
all funds of the primary government as defined by the Governmental Accounting
Standards Board.

3.

Catalog of Federal Domestic Assistance (CFDA) Numbers
The program titles and CFDA numbers were obtained from the 2015 Catalog of Federal
Domestic Assistance.

4.

Pass-Through Grantors Reference
The Authority receives all federal awards as pass-through from other governmental and
nonprofit agencies. Abbreviations are as follows:
ADOT
MAG

Arizona Department of Transportation
Maricopa Association of Governments

5.

Period of Award
There is no specified time period in which the grant award must be spent.

6.

Federal Assistance not included
Expenditures related to assistance not considered federal awards in accordance with
OMB Circular A-133 have not been presented in this schedule as follows:
Build America Bond Subsidies
Federal Grant Interest Subsidy
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$ 522,386
1,062,442

VALLEY METRO REGIONAL PUBLIC TRANSPORTATION AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

SUMMARY OF AUDITOR’S RESULTS
Financial Statements
Type of auditor’s report issued:

Unmodified

Internal control over financial reporting:
 Material weakness(es) identified?
 Significant deficiency(ies) identified?

yes
yes

X
X

no
none reported

Noncompliance material to financial statements noted?

yes

X

no

yes
yes

X
X

no
none reported

X

no

Federal Awards
Internal control over major programs:
 Material weakness(es) identified?
 Significant deficiency(ies) identified?
Type of auditor’s report issued on compliance for major
programs:

Unmodified

Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of OMB Circular A-133?

yes

Identification of major programs:
CFDA Numbers
20.507

Name of Federal Program or Cluster
Federal Transit – Formula Grants

Dollar threshold used to distinguish between Type A and Type
B programs:

$408,503

Auditee qualified as low-risk auditee?

X
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yes

no

VALLEY METRO REGIONAL PUBLIC TRANSPORTATION AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

FINDINGS RELATED TO FINANCIAL STATEMENTS REPORTED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
Reference Number: FS 2015-001
Type of Finding: Other Matter
Description: Excessive and/or Unallowable Travel Costs and Reimbursements

CRITERIA
Government Auditing Standards paragraph 4.07 requires that instances of abuse be reported.
Abuse as defined by Government Auditing Standards involves behavior that is deficient or
improper when compared with behavior that a prudent person would consider reasonable and
necessary business practice given the facts and circumstances. Abuse does not necessarily
involve fraud, or noncompliance with provisions of laws, regulations, contracts, or grant
agreements.
CONDITION/CONTEXT
There are claims of excessive and/or unallowable travel costs and reimbursements of the former
Chief Executive Officer. Expenses for travel to conferences and relocation costs were incurred
since the date of hire in 2010. The Chief Executive Officer’s resignation was accepted in
December 2015.
CAUSE
The review and approval process for travel expenses and reimbursements was not properly
designed.
EFFECT/POTENTIAL EFFECT
There may have been an abuse or misuse of public funds beyond what was prudent and
necessary for the circumstances. There has been no formal determination on the matter and it is
under investigation as of report issuance.
RECOMMENDATION
The Authority should review the matter and revise policies and procedures accordingly.
VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTIONS
Claims of excessive and/or unallowable travel are being investigated by an independent auditor,
City of Phoenix Internal Auditor. The travel and employee expense review commenced
December 9, 2015 and is anticipated to be completed in February 2016. The RPTA Board of
Directors has taken action to establish a new reporting structure whereby the General Counsel
and Chief Financial Officer will have a dual reporting relationship to the Chief Executive Officer
and to the Board. Travel expenses will be reported in detail to the Board on a regular basis.
The travel expenses of the Chief Executive Officer are 100% funded with local sources and no
federal programs were charged with Chief Executive Officer travel.
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VALLEY METRO REGIONAL PUBLIC TRANSPORTATION AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS
None reported.
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VALLEY METRO REGIONAL PUBLIC TRANSPORTATION AUTHORITY
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2015

Status of Federal Award Findings and Questioned Costs
The Valley Metro Regional Public Transportation Authority had no findings or questioned costs
related to federal awards noted in prior audits that require a status.
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