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Independent Auditor’s Report

Members of the Board
Regional Transportation Authority of Pima County

Report on Audit of Financial Statements

Opinions

We have audited the accompanying financial statements of the governmental activities and General Fund
of Regional Transportation Authority of Pima County (Authority), as of and for the year ended
June 30, 2023, and the related notes to the financial statements, which collectively comprise the
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
respective financial position of the governmental activities and General Fund of the Regional
Transportation Authority of Pima County, as of June 30, 2023, and the respective changes in financial
position thereof and the respective budgetary comparison for the General Fund for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

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 Auditor's Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of Regional Transportation Authority of Pima County 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 opinions.

Change in Accounting Principle

As described in Note 1, the Authority implemented the provisions of GASB Statement No. 96, Subscription-
Based Information Technology Arrangements, for the year ended June 30, 2023, which represents a
change in accounting principle. Our opinion is not modified with respect to this matter.

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 the Authority’s ability to
continue as a going concern for one year beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.
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Auditor’s 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 auditor's report that
includes our opinions. 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 inthe aggregate, they would influence the judgment made by areasonable 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.

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud orerror, 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.

e 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 the Authority’s internal control. Accordingly, no such opinion is
expressed.

e 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 the 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.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, as listed in the table of contents, 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 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 13, 2023, on our consideration of Regional Transportation Authority of Pima County’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is solely to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the Regional Transportation
Authority of Pima County’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
Regional Transportation Authority of Pima County’s internal control over financial reporting and
compliance.

Aeirbeld Meech & Co. VC

Heinfeld, Meech & Co., P.C.
Tucson, Arizona
December 13, 2023
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Regional Transportation Authority of Pima County
Management’s Discussion and Analysis (MD&A)
Year Ended June 30, 2023

As management of the Regional Transportation Authority of Pima County (Authority), we offer
readers of the Authority’s financial statements this narrative overview and analysis of the financial
activities of the Authority for the fiscal year ended June 30, 2023. The management’s discussion and
analysis is presented as required supplementary information to supplement the basic financial
statements.

Financial Highlights

The financial statements which follow the Management’s Discussion and Analysis provide these
significant key financial highlights for the current fiscal year as follows:

e The Authority’s net position increase of $85.0 million to a net position of $137.5 million at
year end was due to current year excise taxes exceeding current year project distributions.

e General revenues accounted for $130.9 million in revenue or 99 percent of total current fiscal
year revenues, and primarily consisted of excise taxes. Program specific revenue in the form
of grants and contributions accounted for $1.6 million or one percent of total current fiscal
year revenues.

e The Authority had approximately $47.5 million in expenses, a decrease of 40 percent from
the prior year due primarily to decreased project distributions due to a significant decrease
in roadway projects. Expenses primarily consisted of $43.0 million in project distributions,
$2.3 million in interest expense, and $1.8 million in administrative expenses.

e The General Fund had $132.7 million in current fiscal year revenues and $74.5 million in
expenditures. The General Fund’s fund balance increased from $168.8 million at the prior
fiscal year end to $226.9 million at the end of the current fiscal year due to current year excise
taxes exceeding current year expenditures.

Overview of Financial Statements

This discussion and analysis are intended to serve as an introduction to the Authority’s basic financial
statements. The Authority’s basic financial statements comprise three components: 1) government-
wide financial statements, 2) General Fund financial statements, and 3) notes to the financial
statements.

Government-wide financial statements. The government-wide financial statements are designed to

provide readers with a broad overview of the Authority’s finances, in a manner similar to a private-
sector business. The accrual basis of accounting is used for government-wide financial statements.
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Regional Transportation Authority of Pima County
Management’s Discussion and Analysis (MD&A)
Year Ended June 30, 2023

Overview of Financial Statements

The statement of net position presents information on all of the Authority’s assets, liabilities, and
deferred inflows/outflows of resources with the difference reported as net position. Over time,
increases or 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 activities presents information showing how the Authority’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the time of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will result in cash flows in future
fiscal periods.

The government-wide financial statements outline functions of the Authority that are principally
supported by excise taxes. The governmental activities of the Authority include project distributions,
administrative expenses, depreciation, and interest on long-term debt.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The Authority uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. The
General Fund of the Authority is a governmental fund.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However,
unlike the government-wide financial statements, governmental fund financial statements use
the modified accrual basis of accounting and focus on near-term inflows of spendable resources,
as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating the Authority’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with
similar information presented for governmental activities in the government-wide financial
statements. By doing so, readers may better understand the long-term impact of the Authority’s
near-term financing decisions. Both the governmental fund balance sheet and the governmental
fund statement of revenues, expenditures and changes in fund balances provide reconciling
amounts to facilitate this comparison between governmental funds and governmental activities
at Note 2.

Notes to the financial statements. The notes provide additional information that is essential to a full

understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found immediately following the basic financial statements.
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Regional Transportation Authority of Pima County
Management’s Discussion and Analysis (MD&A)
Year Ended June 30, 2023

Financial Analysis of the Authority

Net position may serve over time as a useful indicator of financial position. In the case of the
Authority, assets and deferred outflows totaled $244.5 million and liabilities totaled $107.0 million
as of June 30, 2023. At the end of the current fiscal year, the Authority reported net position of $137.5
million of which $137.1 million represents resources that are subject to external restrictions on how
they may be used and $411,230 invested in capital assets. The following table presents a summary of
the Authority’s net position for the fiscal years ended June 30, 2023 and June 30, 2022.

As of As of
June 30, 2023 June 30, 2022
Current assets S 242,811,394 S 177,450,192
Capital assets, net 411,230 794,591
Total assets 243,222,624 178,244,783
Deferred outflows of resources 1,247,023 1,662,698
Current liabilities 16,237,726 8,999,650
Long-term liabilities 90,719,094 118,432,124
Total liabilities 106,956,820 127,431,774
Net position:
Investment in capital assets 411,230 794,591
Restricted 137,101,597 51,681,116
Total net position S 137,512,827 S 52,475,707

At the end of the current year, the Authority reported positive balances in both categories of net
position. The same situation held true for the prior fiscal year. The Authority’s financial position is the
product of several financial transactions including the net result of activities, acquisition and payment
of debt, the acquisition and disposal of capital assets, and the depreciation of capital assets. The
following are significant current year transactions that had an impact on the Statement of Net
Position:

e The principal retirement of $24.5 million of bonds and $3.2 million of bonds premium.

e The current year assets increased $65.4 million primarily due to the timing of excise taxes and
project distributions.
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Regional Transportation Authority of Pima County
Management’s Discussion and Analysis (MD&A)
Year Ended June 30, 2023

Financial Analysis of the Authority

Changes in Net Position — The Authority’s total revenues for the current fiscal year were $132.6
million. The total cost of all programs and services was 47.5 million.

The following table presents a summary of the changes in net position for the fiscal years ended
June 30, 2023 and June 30, 2022.

Fiscal Year Fiscal Year
Ended Ended
June 30,2023  June 30, 2022

Revenues:
Program revenues:

Operating grants and contributions S 1,643,649 $ 1,329,775
General revenues:

Excise taxes 119,283,740 110,676,463
Other local 8,392,603 6,580,972
Investment income (loss) 3,243,141 (2,470,119)
Total revenues 132,563,133 116,117,091
Expenses:
Project distributions 43,026,480 73,928,861
Administrative 1,766,507 1,505,917
Depreciation expense 383,361 482,725
Interest on long-term debt 2,349,665 3,520,021
Total expenses 47,526,013 79,437,524
Change in net position 85,037,120 36,679,567
Beginning net position 52,475,707 15,796,140
Ending net position S 137,512,827 S 52,475,707

The following are significant current year transactions that have had an impact on the change in net
position.

e There was a $8.6 million increase in excise taxes due to economic growth.

e The $30.9 million decrease in project distributions expenses resulted from a decrease in
construction and roadway costs.

Governmental Funds — The focus of the Authority’s General Fund is to provide information on near-
term inflows, outflows, and balances of spendable resources. The increase in fund balance of $168.8
million to $226.9 million as of fiscal year end was the result of excise taxes exceeding project
distributions. General Fund revenues increased $16.2 million as a result of additional excise taxes due
to economic growth. General Fund expenditures decreased $30.6 million as a result of decreased
project distributions due to decreased construction activity and roadway costs.
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Regional Transportation Authority of Pima County
Management’s Discussion and Analysis (MD&A)
Year Ended June 30, 2023

Budgetary Highlights

Over the course of the year, the Authority did not revise the General Fund budget. The adopted
budget for the current fiscal year forecasted excise tax collections in the amount of $107.0
million. Actual collections were $119.3 million, $12.3 million more than planned.

As of the end of the current fiscal year, the Authority had committed over $88.7 million to various
projects approved for funding by the Authority Board. The expenditure budget adopted for the
current fiscal year was $120.2 million. This budget proved to be ambitious, resulting in $36.4
favorable variance caused by an anticipation of low construction and roadway costs.

Through the end of the fiscal year, 1,007 Authority projects have been completed, another 58
projects are under construction, and 85 projects are in design.

Roadway Elements — The budget expected $56.3 million in expenditures on the 6 Roadway Element
projects underway. Actual expenditures were $21.0 million, $35.3 million less than budgeted as three
projects continued from the previous fiscal year, while three projects did not commence the
construction phase as anticipated.

Safety Element — Expenditures in the Safety Element were not budgeted. Actual expenditures were
$8,000. Some Safety Element projects are tied to Roadway Element projects that have a
corresponding relationship.

Environmental and Economic Vitality Element — The budget anticipated the expenditure of $2.0
million on projects. Actual expenditures were significantly less at $815,852.

Transit Element — Transit Element expenditures were budgeted to not exceed $30.5 million. Transit
expenditures amounted to $21.2 million during the fiscal year.

Administration — By statute and pursuant to an executed Memorandum of Understanding, the Pima
Association of Governments (PAG) provides professional and administrative staff and resources to
the Authority in order for it to accomplish the responsibilities. In consideration, PAG receives an
annual amount of the greater of $300,000, adjusted annually for inflation or one percent of excise
taxes collected. For the current year, the Authority remitted $1.1 million to PAG.
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Regional Transportation Authority of Pima County
Management’s Discussion and Analysis (MD&A)
Year Ended June 30, 2023

Capital Assets and Debt Administration

Capital Assets. At year end, the Authority had invested $3.3 million in capital assets, comprised of
vehicles. Total depreciation expense for the current fiscal year was $383,361. The net capital asset
balance was $411,230 at June 30, 2023, and $794,591 at June 30, 2022. Additional information on
the Authority’s capital assets can be found in Note 5.

Debt Administration. The Authority may issue special obligation revenue bonds payable from and
secured by Transportation Excise Tax collections for the purposes authorized in §42-6106 of the
Arizona Revised Statutes. At year end, $81.0 million of the bonds were outstanding, with $25.7 million
due within one year. Long-term debt decreased by $24.5 million. Additional information on the
Authority’s long-term debt can be found in Notes 6 and 7.

Economic Factors and Next Year’s Budget

The proposed budget for fiscal year 2023-24 was prepared using conservative revenue projections
and expenditure assumptions based upon cash flow projections provided by the jurisdictions.

The following table represents the estimated revenue amounts for fiscal years 2022-23 and
2023-24 (the amounts are in the thousands).

Industry Sector FY23 % FY24 %
Communications & Utilities S 9,491 9% S 8,885 7.5%
Restaurants & Bars 11,223 10% 13,328 11%
Real & Personal Property Rentals 2,664 2% 3,259 3%
Contracting/Construction 12,499 12% 10,006 8.5%
Retail 60,320 56% 71,578 60%
Hotel/Motel 2,281 2% 2,580 2%
All Other 8,548 8% 9,433 8%
Total S 107,026 100% § 119,069 100%
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Regional Transportation Authority of Pima County
Management’s Discussion and Analysis (MD&A)
Year Ended June 30, 2023

Economic Factors and Next Year’s Budget

The Authority is projecting that $119.1 million will be collected during the period July 1, 2023, through
June 30, 2024. Retail trade is predicted to contribute $71.6 million or 60 percent, while
Communications and Utilities, and Restaurants and Bars are expected to generate $8.9 million and
$13.3 million, respectively. Contracting/Construction is forecasted to decrease, comprising eight
percent of total sales tax revenues, or $10 million, partially driven by state legislative changes. The
industry projections are consistent with current economic trends showing slowed but continued
short-term growth despite recent interest rate hikes to contain inflationary pressures.

The adoption of the fiscal year 2023-24 budget, developed a reimbursement management reserve of
approximately 10 percent of annual excise tax revenues in order to ensure the Authority has sufficient
financial resources. These reserve funds will not be programmed for expenditure.

Contacting the Authority’s Financial Management
This financial report is designed to provide our citizens and benefactors with a general overview of
the Authority’s finances and to demonstrate the Authority’s accountability for the money it

receives. If you have questions about this report or need additional information, contact the Regional
Transportation Authority; 1 East Broadway, Suite 401; Tucson, AZ 85701 (520.792.1093).
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Regional Transportation Authority of Pima County

Assets
Current assets:
Cash and investments
Excise tax receivable
Due from federal government
Other assets
Total current assets

Noncurrent assets:
Capital assets, depreciable, net
Total noncurrent assets
Total assets

Deferred outflows of resources
Deferred charge on refunding

Liabilities
Current liabilities:
Accounts payable
Accrued interest payable
Revenue bonds payable
Total current liabilities

Noncurrent liabilities:
Revenue bonds premium
Revenue bonds payable

Total noncurrent liabilities
Total liabilities

Fund balance/net position
Fund balances:
Restricted
Total fund balances

Total liabilities and fund balances

Net position:
Investment in capital assets
Restricted for
Transportation projects
Total net position

Statement of Net Position and
Governmental Fund Balance Sheet

June 30, 2023

General Adjustments Statement
Fund (Note 2) of Net Position
S 232,394,179 S S 232,394,179
9,961,459 9,961,459
430,224 430,224
25,532 25,532
242,811,394 242,811,394
411,230 411,230
411,230 411,230
S 242,811,394 411,230 243,222,624
1,247,023 1,247,023
S 15,900,205 15,900,205
337,521 337,521
25,695,000 25,695,000
15,900,205 26,032,521 41,932,726
9,714,094 9,714,094
55,310,000 55,310,000
65,024,094 65,024,094
15,900,205 91,056,615 106,956,820

226,911,189

(226,911,189)

226,911,189

(226,911,189)

S 242,811,394

411,230

137,101,597

411,230

137,101,597

$ 137,512,827

$ 137,512,827

The notes to the financial statements are an integral part of this statement.



Regional Transportation Authority of Pima County

Statement of Activities and Governmental Fund Statement of
Revenues, Expenditures and Changes in Fund Balances

Year Ended June 30, 2023
General Adjustments Statement
Fund (Note 2) of Activities
Expenditures/expenses
Current:
Regional transportation projects - project distributions S 43,026,480 S 43,026,480
Regional transportation projects - administrative 1,766,507 1,766,507
Regional transportation projects - depreciation expense 383,361 383,361
Debt service:
Principal retirement 24,475,000 (24,475,000)
Interest and fiscal charges 5,274,000 (2,924,335) 2,349,665
Total expenditures/expenses 74,541,987 (27,015,974) 47,526,013
Program revenues
Operating grants and contributions 1,768,629 (124,980) 1,643,649
Total program revenues 1,768,629 (124,980) 1,643,649
Net program expense 45,882,364
General revenues
Excise taxes 119,283,740 119,283,740
Other local 8,392,603 8,392,603
Investment income (loss) 3,243,141 3,243,141
Total general revenues 130,919,484 130,919,484
Changes in fund balances 58,146,126 (58,146,126)
Changes in net position 85,037,120 85,037,120
Fund balance/net position:
Beginning of year 168,765,063 (116,289,356) 52,475,707

End of year
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S 226,911,189

$ (89,398,362)

$ 137,512,827

The notes to the financial statements are an integral part of this statement.
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Regional Transportation Authority of Pima County
Statement of Revenues, Expenditures and Changes in Fund Balances -
Budget and Actual
Year Ended June 30, 2023

Revenues
Excise taxes
Intergovernmental
Other local
Investment income (loss)
Total revenues

Expenditures
Current:
Roadway elements

Safety elements
Signal technology

Environmental and economic vitality elements

Transit elements
Operating

Subtotal
Administration
Debt service

Total expenditures
Changes in fund balances
Fund balances, beginning of year

Fund balances, end of year

Budget
Original and Variance with
Final Actual Final Budget
$ 107,026,000 S 119,283,740 S 12,257,740
2,325,000 1,768,629 (556,371)
6,998,952 8,392,603 1,393,651
450,000 3,243,141 2,793,141
116,799,952 132,688,113 15,888,161
56,290,000 21,019,817 35,270,183
8,000 (8,000)
1,977,000 815,852 1,161,148
30,450,487 21,182,811 9,267,676
88,717,487 43,026,480 45,691,007
1,762,000 1,766,507 (4,507)
29,749,000 29,749,000
120,228,487 74,541,987 45,686,500
(3,428,535) 58,146,126 (61,574,661)

168,765,063

(168,765,063)

S (3,428,535)

S 226,911,189

$ (230,339,724)

The notes to the financial statements are an integral part of this statement.



Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies

The financial statements of the Regional Transportation Authority of Pima County (Authority)
have been prepared in conformity with accounting principles generally accepted in the United
States of America as applied to government units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles.

During the year ended June 30, 2023, the Authority implemented the provisions of GASB
Statement No. 96, Subscription-Based Information Technology Arrangements (SBITAs). This
Statement increases the usefulness of the financial statements by requiring the recognition of
certain assets and liabilities for SBITAs. This Statement also requires a government to disclose
essential information about the arrangement. The Authority’s analysis of SBITAs in effect at the
beginning of the year resulted in no changes to beginning balances reported in the financial
statements due to the implementation of this standard.

The more significant of the Authority’s accounting principles are described below.
A. Reporting Entity

The Authority was established on August 25, 2004, as a political subdivision of the State of
Arizona, to develop a 20 year multi-modal plan with roadway improvements, safety
improvements, environmental and economic vitality improvements, and transit improvements
within Pima County, Arizona. The Authority formally commenced financial operations on
May 16, 2006.

Under State law, the Authority is authorized to levy a %:-cent excise tax collected over the next 20
years for purposes of implementing the 20 year multi-modal plan as approved by voters on
May 16, 2006. The Authority is not authorized to levy property taxes. The Authority may issue
bonds backed by excise taxes. The Authority is not subject to federal income taxes.

The Authority is governed by a nine-member board consisting of representatives from the Town
of Marana, City of South Tucson, City of Tucson, Pima County, Town of Oro Valley, Town of
Sahuarita, Pascua Yaqui Tribe, Tohono O’odham Nation, and the Arizona State Transportation
Board. Under existing statutes, the Board’s duties and powers include, but are not limited to, the
implementation of the 20 year multi-modal plan. The Board also has broad financial
responsibilities, including the approval of the annual budget, and the establishment of a system
of accounting and budgetary controls.
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies

The financial reporting entity consists of a primary government and its component units. A
component unit is a legally separate entity that must be included in the reporting entity in
conformity with generally accepted accounting principles. The Authority is a primary government
because itis a special-purpose government that has a separately elected governing body, is legally
separate, and is fiscally independent of other state or local governments. Furthermore, there are
no component units combined with the Authority for financial statement presentation purposes,
and the Authority is not included in any other governmental reporting entity. Consequently, the
Authority’s financial statements include only the funds of those organizational entities for which
its elected governing body is financially accountable.

B. Government-Wide and Fund Financial Statements

The financial statements combine the presentation of the government-wide financial statements
(i.e., the statement of net position and the statement of activities) and the fund financial
statements. The fund financial statements include only the General Fund. Since the fund financial
statements are presented on a different basis of accounting than the government-wide financial
statements, the adjustments column is presented to demonstrate the conversion of the fund
financial statements to the government wide financial statements. A description of the
adjustments posted is provided in Note 2.

The government-wide financial statements present financial information about the Authority as
a whole. The reported information includes all of the nonfiduciary activities of the Authority. For
the most part, the effect of internal activity has been removed from these statements. These
statements are to distinguish between the governmental and business-type activities of the
Authority. Governmental activities normally are supported by taxes and intergovernmental
revenues, and are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support. The Authority does not have any business-type activities
or fiduciary activities.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment, and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Excise taxes,
investment income and other items not included among program revenues are reported instead
as general revenues.
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 1 - Summary of Significant Accounting Policies
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Financial Statements — The government-wide financial statements are
reported using the economic resources measurement focus and the accrual basis of accounting.
Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Excise taxes are recognized as revenues in the year
for which they are collected by the fiscal agent. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the grantor or provider have been met.
As a general rule, the effect of internal activity has been eliminated from the government-wide
financial statements; however, the effect of interfund services provided and used between
functions are reported as expenses and program revenues at amounts approximating their
external exchange value.

Fund Financial Statements — Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the Authority considers
revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due. Capital asset
acquisitions are reported as expenditures in governmental funds. Issuances of long-term debt
and acquisitions under lease contracts and subscription-based information technology
arrangements are reported as other financing sources.

Excise taxes and investment income associated with the current fiscal period are considered to
be susceptible to accrual and have been recognized as revenues of the current fiscal period.
Miscellaneous revenues are not susceptible to accrual because generally they are not measurable
until received in cash. Grants and similar awards are recognized as revenue as soon as all eligibility
requirements imposed by the grantor or provider have been met. Unearned revenues arise when
resources are received by the Authority before it has claim to them, as when grant monies are
received prior to meeting all eligibility requirements imposed by the provider.

All receivables are shown net of an allowance for uncollectibles. Receivables that will not be
collected within the available period have been reported as unavailable revenue on the
governmental fund financial statements.

The Authority reports the following major governmental fund:

General Fund — The General Fund accounts for all resources used to finance Authority
operations.
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies
D. Cash and Investments

Arizona Revised Statutes (A.R.S.) authorize the Authority to invest and reinvest public monies in
securities and deposits with a maximum maturity of five years. All public monies shall be invested
in eligible investments. Eligible investments are the State Treasurer’s local government
investment pools, interest-bearing savings accounts, certificates of deposit, and repurchase
agreements in eligible depositories; bonds or other obligations of the U.S. government that are
guaranteed as to principal and interest by the U.S. government; and bonds of the State of Arizona
counties, cities, towns, school districts and special districts as specified by statue.

Investments are reported at fair market value. Securities traded on national or international
exchanges are valued at the last reported market price at current exchange rates. Investments
that do not have an established market price are reported at estimated fair market value.

The Authority is required by Arizona statute to participate in the pooled collateral program for
public deposits and a Statewide Collateral Pool Administrator (Administrator) in the State
Treasurer’s Office. The purpose of the pooled collateral program is to ensure that the Authority’s
public deposits placed in participating depositories are secured with collateral of 102 percent of
the public deposits, less any applicable federal depository insurance. An eligible depository may
not retain or accept any public deposit unless it has deposited the required collateral with a
qualified escrow agent or the Administrator. The Administrator manages the pooled collateral
program, including reporting on each depository’s compliance with the program.

E. Investment Income

Investment income is composed of interest, dividends, and net changes in the fair market value
of applicable investments.

F. Capital Assets

Capital assets include vehicles, which are reported in the government-wide financial statements.
Capital assets are defined by the Authority as assets with an initial, individual cost in excess of
$5,000 and an estimated useful life of more than one year. Capital assets are recorded at
historical cost if purchased or constructed. Donated capital assets are recorded at acquisition

value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend the life of the asset are not capitalized.

Capital assets are depreciated using the straight-line method over the estimated useful life from
three to seven years.
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies
G. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position may report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net assets that applies to a future period and so will not
be recognized as an outflow of resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position may report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net assets that applies to a future period and so will not
be recognized as an inflow of resources (revenue) until that time.

H. Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities on the statement of net position. Bond premiums and discounts are
amortized over the life of the bonds using the straight-line method. Deferred amounts on
refunding result from the difference between the carrying value of refunded debt and its
reacquisition price. This amount is deferred and amortized over the shorter of the life of the
refunded or refunding debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are reported
as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

I. Net Position Flow Assumption
In the government-wide financial statements the Authority applies restricted resources first when
outlays are incurred for purposes for which either restricted or unrestricted amounts are

available.

J. Estimates

The preparation of the 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 may differ from those estimates.
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 2 — Reconciliation of Government-Wide and Fund Financial Statements

The governmental fund financial statements are presented on a current financial resources
measurement focus and modified accrual accounting basis while the government-wide financial
statements are prepared on a long-term economic resources measurement focus and accrual
accounting basis. The government-wide adjustments column is necessary to convert the fund
financial statements to the government-wide financial statements.

Explanation of Certain Differences Between the Governmental Fund Balance Sheet
and the Government-Wide Statement of Net Position

Total governmental fund balances S 226,911,189

Amounts reported for governmental activities in the
Statement of Net Position are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported as
assets in the funds. 411,230

Deferred items related to the refunding of bonds are

amortized over the life of the associated bond issue in the

government-wide statements but not reported in the

funds. 1,247,023

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds.

Accrued interest payable S (337,521)

Revenue bonds premium (9,714,094)

Revenue bonds payable (81,005,000) (91,056,615)
Net position of governmental activities S 132,512,827
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 2 — Reconciliation of Government-Wide and Fund Financial Statements

Explanation of Certain Differences Between the Governmental Fund Statement of Revenues,
Expenditures and Changes in Fund Balances and the Government-Wide Statement of Activities

Changes in governmental fund balances S 58,146,126

Amounts reported for governmental activities in the
Statement of Activities are different because:

Some revenues in the Statement of Activities that do not
provide current financial resources are not reported as
revenues in the funds. (124,980)

Governmental funds report the portion of capital outlay

for capitalized assets as expenditures. However, in the

Statement of Activities, the costs of those assets are

allocated over their estimated useful lives as depreciation

expense. (383,361)

Repayments of bond principal are expenditures in the
governmental funds, but the repayment reduces long-
term liabilities in the Statement of Net Position. 24,475,000

Some expenses reported in the Statement of Activities do

not require the use of current financial resources and,

therefore, are not reported as expenditures in

governmental funds. 2,924,335

Changes in net position of governmental activities S 85,037,120
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 3 — Fund Balance Classifications

Fund balances of the governmental funds are reported separately within classifications based on
a hierarchy of the constraints placed on the use of those resources. The classifications are based
on the relative strength of the constraints that control how the specific amounts can be spent.
The classifications are nonspendable, restricted, and unrestricted, which includes committed,
assigned, and unassigned fund balance classifications. Although the Authority does not use all of
the fund balance classifications, a description of each classification follows.

Nonspendable. The nonspendable fund balance classification includes amounts that cannot be
spent because they are not in spendable form, or are legally or contractually required to be
maintained intact.

Restricted. Fund balance is reported as restricted when constraints placed on the use of
resources are either externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments or is imposed by law through
constitutional provisions or enabling legislation. In accordance with A.R.S. §48-5302, all fund
balance of the Authority is restricted for roadway, safety, environmental and economic vitality,
and transit improvement purposes.

Committed. The committed fund balance classification includes amounts that can be used only
for the specific purposes imposed by formal action of the Board. Those committed amounts
cannot be used for any other purpose unless the Board removes or changes the specified use by
taking the same type of action it employed to previously commit those amounts. The Authority
does not have a formal policy or procedures for the utilization of committed fund balance,
accordingly, no committed fund balance amounts are reported.

Assigned. Amounts in the assigned fund balance classification are intended to be used by the
Authority for specific purposes but do not meet the criteria to be classified as restricted or
committed. In governmental funds other than the General Fund, assigned fund balance
represents the remaining amount that is not restricted or committed. In the General Fund,
assigned amounts represent intended uses established by the Board or a management official
delegated that authority by the formal Board action. The Authority does not have a formal policy
or procedures for the utilization of assigned fund balance, accordingly, no assigned fund balance
amounts are reported.

Unassigned. Unassigned fund balance is the residual classification for the General Fund and
includes all spendable amounts not contained in the other classifications. In other governmental
funds, the unassigned classification is used only to report a deficit balance resulting from
overspending for specific purposes for which amounts had been restricted, committed, or
assigned.
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 3 — Fund Balance Classifications

The Authority applies restricted resources first when outlays are incurred for purposes for which
either restricted or unrestricted (committed, assigned, and unassigned) amounts are available.
Similarly, within unrestricted fund balance, committed amounts are reduced first followed by
assigned, and then unassigned amounts when expenditures are incurred for purposes for which
amounts in any of the unrestricted fund balance classifications could be used.

Note 4 — Cash and Investments

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of bank failure
the Authority’s deposits may not be returned to the Authority. At year end, the carrying amount
of the Authority’s deposits was $2.5 million and the bank balance was $3.9 million. At year end,
$3.6 million of the Authority’s deposits were covered by collateral held by the pledging financial
institution’s trust department or agent but not in the Authority’s name.

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.

e Level 1inputs are quoted prices in active markets for identical assets
e Level 2 inputs are significant other observable inputs
e Level 3 inputs are significant unobservable inputs

Valuation Techniques. Equity securities classified in Level 1 of the fair value hierarchy are valued
using prices quoted in active markets for those securities. Debt securities classified in Level 2 of
the fair value hierarchy are valued using matrix pricing techniques. Matrix pricing is used to value
securities based on the securities’ relationship to benchmark quoted prices.

All investments in which the fair value hierarchy is applicable are measured at fair value on a
recurring basis. At year end, the Authority’s investments consisted of the following:

Investment Maturities

(in Years)
Concentration
Investment Type Category Fair Value Less than 1 1-5 of Credit Risk
Money Market Funds Level 1 S 27,988,717 S 27,988,717 S 12%
U.S. Treasuries Level 1 193,937,268 78,639,522 115,297,746 84%
U.S. Agencies:
Federal Home Loan Bank Level 2 7,942,640 7,942,640 3%

$229,868,625 S 106,628,239 $123,240,386
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 4 — Cash and Investments

Interest Rate Risk. The Authority’s investment policy limits investment maturities to five years as
a means of managing its exposure to fair market value losses arising from increasing interest
rates.

Credit Risk. The Authority has no investment policy that would further limit its investment
choices. The Authority’s investments in Money Market Funds were rated Aaa by Moody’s
Investors Service and AAA by Standard & Poor’s. The Authority’s investments in U.S. Treasuries
and U.S. Agencies were rated Aaa by Moody’s Investors Services and AA+ by Standard & Poor’s.

Concentration of Credit Risk. The Authority places no limit on the amount the Authority may
invest in any one issuer.

Custodial Credit Risk — Investments. To control custodial credit risk, A.R.S. and the Authority’s
investment policy requires all securities and collateral to be held by an independent third party
custodian in the Authority’s name. The custodian provides the Authority with monthly market
values along with original safekeeping receipts.

Note 5 — Capital Assets

A summary of capital asset activity for the current fiscal year follows:

Beginning Ending
Governmental Activities Balance Increase Decrease Balance
Capital assets, being depreciated:
Vehicles, furniture and equipment S 3,884,464 S S 536,174 S 3,348,290
Total capital assets being depreciated 3,884,464 536,174 3,348,290
Less accumulated depreciation for:
Vehicles, furniture and equipment (3,089,873) (383,361) (536,174) (2,937,060)
Total accumulated depreciation (3,089,873) (383,361) (536,174) (2,937,060)
Total capital assets, being depreciated, net 794,591 (383,361) 411,230
Governmental activities capital assets, net S 794,591 $(383,361) S S 411,230
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 6 — Revenue Bonds Payable

Transportation Excise Tax Revenue Bonds provide the Authority with funds for design, right-of-
way purchase, construction, operation, maintenance and contiguous open space preservation
purchase compatible with local environmental ordinance of, and within the expenditure limits
for, each element of the regional transportation plan, all as provided in §42-6106 of Arizona
Revised Statutes. The bonds are payable from excise tax collections.

Outstanding

Original Interest Remaining Principal Due Within
Purpose Amount Issued Rates Maturities June 30, 2023 One Year
Excise tax revenue bonds
Series 2014 S 130,095,000 5.00% 6/1/24-26 S 39,660,000 S 12,580,000
Refunding Bonds, Series 2017 68,880,000 5.00% 6/1/24-26 41,345,000 13,115,000
Total S 81,005,000 $ 25,695,000

Annual debt service requirements to maturity on the revenue bonds at year end are summarized

as follows:
Governmental Activities
Year ending June 30: Principal Interest Total
2024 $ 25,695,000 $ 4,050,250 $ 29,745,250
2025 26,980,000 2,765,500 29,745,500
2026 28,330,000 1,416,500 29,746,500
Total $ 81,005,000 $ 8,232,250 $ 89,237,250

The Authority has pledged future excise taxes to repay outstanding Transportation Excise Tax
Revenue and Revenue Refunding Bonds of $81.0 million as of June 30, 2023. The bonds are
payable solely from excise taxes and are payable through 2026. Total annual principal and interest
payment for all excise tax revenue bonds are expected to require less than 30 percent of excise

taxes. The total principal and interest to be paid on the bonds is $89.2 million. Total excise taxes
pledged in fiscal year 2023 amounted to $29.7 million.

Note 7 — Changes in Long-Term Liabilities

Long-term liability activity for the current fiscal year was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities:
Revenue bonds payable $ 105,480,000 S S 24,475,000 $ 81,005,000 $ 25,695,000
Revenue bonds premium 12,952,124 3,238,030 9,714,094
Governmental activity long-term
liabilities $ 118,432,124 S S 27,713,030 $ 90,719,094 S 25,695,000
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Regional Transportation Authority of Pima County
Notes to Financial Statements
June 30, 2023

Note 8 — Related Party Transactions

The members of the Authority’s board consist of the members of the Pima Association of
Government’s (PAG) Regional Council. As board members, these individuals influence the
financial activities of the Authority through voting authority. In addition, pursuant to an executed
Memorandum of Understanding, PAG provides professional and administrative staff and
resources to the Authority in order for it to accomplish the responsibilities. In consideration, PAG
receives an annual amount of the greater of $300,000, adjusted annually for inflation, or one
percent of excise taxes. For the current year, the Authority remitted $1.1 million to PAG.

Certain member governments received reimbursement distributions for eligible project costs.

Services billed Amounts included
for during the in accounts payable
Member Governments fiscal year at year end
City of Tucson S 31,793,600 S 14,671,480
Pima County 543,077 2,172
Town of Marana 42,494 31,254
Town of Oro Valley 2,388,488 344,250
Totals S 34,767,659 S 15,049,156

Note 9 - Contingent Liabilities

Compliance — Amounts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencies, principally the federal government. Any disallowed claims,
including amounts already collected, may constitute a liability of the applicable funds. The
amount, if any, of expenditures/expenses that may be disallowed by the grantor cannot be
determined at this time, although the Authority expects such amounts, if any, to be immaterial.

Note 10 — Risk Management
The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; error and omissions; injuries to employees and natural disasters. The
Authority carries commercial insurance maintained by Pima Association of Governments for all
risks of loss, including property and liability, workers’ compensation and employee health and
accident insurance. There were no anticipated claims losses resulting from these risks during any
of the past three fiscal years.

Note 11 — Budgetary Basis of Accounting

The adopted budget of the Authority is prepared on the modified accrual basis of accounting.
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with
Government Auditing Standards

Members of the Board
Regional Transportation Authority of Pima County

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 and General Fund of Regional Transportation Authority of Pima County, as of
and for the year ended June 30, 2023, and the related notes to the financial statements, which
collectively comprise Regional Transportation Authority of Pima County’s basic financial statements,
and have issued our report thereon dated December 13, 2023. Our report included an emphasis of
matter paragraph as to comparability because of the implementation of Governmental Accounting
Standards Board Statement No. 96, Subscription-Based Information Technology Arrangements.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Regional
Transportation Authority of Pima County’s internal control over financial reporting (internal control)
as a basis for designing audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Regional Transportation Authority of Pima County’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Regional Transportation Authority
of Pima County’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 or significant deficiencies may exist that have not been identified.
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Report on Compliance and Other Matters

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

Purpose of this Report

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

Aeineld Meech & Co.VC

Heinfeld, Meech & Co., P.C.
Tucson, Arizona
December 13, 2023
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Independent Auditor’s Report on Compliance for Each Major Federal Program;
Report on Internal Control Over Compliance; and
Report on the Schedule of Expenditures of Federal Awards
Required by the Uniform Guidance

Members of the Board
Regional Transportation Authority of Pima County

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Regional Transportation Authority of Pima County’s compliance with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could
have a direct and material effect on each of Regional Transportation Authority of Pima County’s major
federal programs for the year ended June 30, 2023. Regional Transportation Authority of Pima
County’s major federal programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.

In our opinion, Regional Transportation Authority of Pima County complied, in all material respects,
with the 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, 2023.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America (GAAS); the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our
responsibilities under those standards and the Uniform Guidance are further described in the
Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of Regional Transportation Authority of Pima County and to meet
our other ethical responsibilities, in accordance with 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 opinion on compliance for each major federal program. Our audit does not provide a
legal determination of Regional Transportation Authority of Pima County’s compliance with the
compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules and provisions of contracts or grant agreements
applicable to Regional Transportation Authority of Pima County’s federal programs.
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Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on Regional Transportation Authority of Pima County’s compliance based on our audit.

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 GAAS, Government Auditing Standards, and
the Uniform Guidance will always detect material noncompliance when it exists. The risk of not
detecting material noncompliance resulting from fraud is higher than for that resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Noncompliance with the compliance requirements referred to above is considered
material, if there is a substantial likelihood that, individually or in the aggregate it would influence
the judgment made by a reasonable user of the report on compliance about Regional Transportation
Authority of Pima County’s compliance with the requirements of each major federal program as a
whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material noncompliance, 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 Regional Transportation Authority of Pima
County’s compliance with the compliance requirements referred to above and performing
such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of Regional Transportation Authority of Pima County’s internal
control over compliance relevant to the audit in order to design audit procedures that are
appropriate in the circumstances and to test and report on internal control over compliance
in accordance with Uniform Guidance, but not for the purpose of expressing an opinion on
the effectiveness of Regional Transportation Authority of Pima County’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.

Report on 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.
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Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

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

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the governmental activities and General Fund of
Regional Transportation Authority of Pima County as of and for the year ended June 30, 2023, and
the related notes to the financial statements, which collectively comprise Regional Transportation
Authority of Pima County’s basic financial statements. We issued our report thereon dated
December 13, 2023, 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. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by the Uniform Guidance 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.

Aeineld Meech & Co.VC

Heinfeld, Meech & Co., P.C.
Tucson, Arizona
December 13, 2023
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Regional Transportation Authority of Pima County
Schedude of Expenditures of Federal Awards
Fiscal Period 7/1/2022 - 6/30/2023

Identifying Number
Federal Name of Funder Assigned By Funder Federal
CFDA Pass-Through Pass-Through Federal Program Cluster Cluster
Federal Awarding Agency/Program Title Number Entity Entity Expenditures Total Name Total
DEPARTMENT OF TRANSPORTATION
FORMULA GRANTS FOR RURAL AREAS AND TRIBAL TRANSIT ARIZONA DEPARTMENT OF
PROGRAM 20.509 TRANSPORTATION GRT-20-0007921-T $356,756 51,643,649 N/A S0
FORMULA GRANTS FOR RURAL AREAS AND TRIBAL TRANSIT ARIZONA DEPARTMENT OF
PROGRAM 20.509 TRANSPORTATION GRT-22-0008855-T 51,286,893 51,643,649 N/A S0
TOTAL DEPARTMENT OF TRANSPORTATION
$1,643,649
TOTAL EXPENDITURE OF FEDERAL AWARDS $1,643,649

Please Note:
Italicized award lines indicate pass-through funding

The accompanying Notes to the Schedule of Expenditures of Federal Awards are an integral part of the schedule.
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Regional Transportation Authority of Pima County
Notes to the Schedule of Expenditures of Federal Awards
Year Ended June 30, 2023

Significant Accounting Policies Used in Preparing the SEFA

The accompanying Schedule of Expenditures of Federal Awards (Schedule) includes the federal grant
activity of Regional Transportation Authority of Pima County under programs of the federal
government for the year ended June 30, 2023. The information in the Schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Because the Schedule presents only a selected portion of the operations of the Authority,
itis not intended to and does not present the financial position, changes in net position or cash flows
of the Authority. Expenditures reported on the Schedule are reported on the modified accrual basis
of accounting. Such expenditures are recognized following the cost principles contained in the
Uniform Guidance, wherein certain types of expenditures are not allowable or are limited as to
reimbursement. Any negative amounts shown on the Schedule represent adjustments or credits
made in the normal course of business to amounts reported as expenditures in prior years. Pass-
through entity identifying numbers are presented where available.

10% De Minimis Indirect Cost Rate
The auditee did not use the de minimis indirect cost rate.

Assistance Listing Numbers

The program titles and Assistance Listing numbers were obtained from the federal or pass-through
grantor or through sam.gov. If the three-digit Assistance Listing extension is unknown, there isa U
followed by a two-digit number in the Assistance Listing extension to identify one or more Federal
award lines from that program. The first Federal program with an unknown three-digit extension is
indicated with U01 for all award lines associated with that program, the second is U02, etc.

Page 33



Regional Transportation Authority of Pima County
Schedule of Findings and Questioned Costs
Year Ended June 30, 2023

Summary of Auditor’s Results:

Financial Statements

Type of auditor’s report issued: Unmodified
Internal control over financial reporting:
e Significant deficiency(ies) identified: No
e Material weakness(es) identified: No

Noncompliance material to financial statements noted: No

Federal Awards

Internal control over major programs:
e Significant deficiency(ies) identified: No
e Material weakness(es) identified: No

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 §200.516 of
Uniform Guidance: No

Identification of major programs:
Assistance Listing Number Name of Federal Program or Cluster

20.509 Formula Grants for Rural Areas and
Tribal Transit Program

Dollar threshold used to distinguish between Type A and Type B programs: $750,000
Auditee qualified as low-risk auditee: Yes

Findings Related to Financial Statements Reported in Accordance with Government Auditing
Standards: No

Findings and Questioned Costs Related to Federal Awards: No

Summary Schedule of Prior Audit Findings required to be reported: No
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