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Independent Auditor’s Report  
 

 
To the Board of Directors 
Ann Arbor Transportation Authority 
 
We have audited the accompanying basic financial statements of the Ann Arbor Transportation Authority (the 
"Authority") as of and for the years ended September 30, 2012 and 2011, which collectively comprise the 
Authority’s basic financial statements as listed in the table of contents. These financial statements are the 
responsibility of the Ann Arbor Transportation Authority’s management.  Our responsibility is to express an opinion 
on these financial statements based on our audits. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the Ann Arbor Transportation Authority as of September 30, 2012 and 2011 and the respective 
changes in its financial position and its cash flows for the years then ended, in conformity with accounting principles 
generally accepted in the United States of America. 

Accounting principles generally accepted in the United States of America require that management's discussion and 
analysis, as identified in the table of contents, be presented to supplement the basic financial statements.  Such 
information, although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, which 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 supplemental 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. 

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise the Ann Arbor Transportation Authority's basic financial statements.  The accompanying other 
supplemental information, as identified in the table of contents, is presented for the purpose of additional analysis 
and is not a required part of the financial statements. The other supplemental information has not been subjected to 
the auditing procedures applied in the audit of the basic financial statements and, accordingly, we express no opinion 
on it.   

In accordance with Government Auditing Standards, we have also issued our report dated March 7, 2013 on our 
consideration of the Ann Arbor Transportation Authority's internal control over financial reporting and on our tests 
of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The 
purpose of that report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance.  That report is an integral part of an audit performed in accordance with Government 
Auditing Standards and should be read in conjunction with this report in considering the results of our audits. 

        
March 7, 2013 

cheryl.aguila
Ann Arbor

cheryl.aguila
praxity















































































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

To the Board of Directors
Ann Arbor Transportation Authority

We have audited the financial statements of Ann Arbor Transportation Authority (the
"Authority") as of and for the year ended September 30, 2012 and have issued our report
thereon dated March 7, 2013.  We  have 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.      

Internal Control Over Financial Reporting

The management of Ann Arbor Transportation Authority is responsible for establishing and
maintaining an effective internal control over financial reporting.  In planning and performing our
audit, we considered Ann Arbor Transportation Authority's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Authority's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Authority's internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented
or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting 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 financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above. 
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To the Board of Directors
Ann Arbor Transportation Authority

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Ann Arbor Transportation Authority’s
financial statements are free of 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.  The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

This report is intended solely for the information and use of management, the board of
directors, others within the Authority, federal awarding agencies, and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

March 7, 2013
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Report on Compliance with Requirements That Could Have a
Direct and Material Effect on Each Major Program and on

Internal Control Over Compliance in Accordance with OMB Circular A-133

Independent Auditor's Report

To the Board of Directors
Ann Arbor Transportation Authority

Compliance

We have audited the compliance of Ann Arbor Transportation Authority (the "Authority") with
the types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that could have a direct and material effect on
each of its major federal programs for the year ended September 30, 2012. The major federal
programs of Ann Arbor Transportation Authority are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs. Compliance with
the requirements of laws, regulations, contracts, and grants applicable to each of its major
federal programs is the responsibility of Ann Arbor Transportation Authority's management.
Our responsibility is to express an opinion on Ann Arbor Transportation Authority's compliance
based on our audit.

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 Ann Arbor
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.  Our audit does not provide a legal determination
on Ann Arbor Transportation Authority's compliance with those requirements.

In our opinion, Ann Arbor Transportation Authority 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 September 30, 2012.  
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To the Board of Directors
Ann Arbor Transportation Authority

Internal Control Over Compliance

The management of Ann Arbor Transportation Authority is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts, and grants applicable to federal programs. In planning and performing our audit, we
considered Ann Arbor Transportation Authority's internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance
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 the
Authority's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect and correct noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or a 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.  

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 deficiencies, significant deficiencies, or material
weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above. 

This report is intended solely for the information and use of management, the board of
directors, others within the Authority, federal awarding agencies, and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

March 7, 2013
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Ann Arbor Transportation Authority 

See Note to Schedule of Expenditures   

of Federal Awards. 44  

Schedule of Expenditures of Federal Awards 

Year Ended September 30, 2012 

 

 

Federal Agency/Pass-through Agency/Program Title CFDA Number

Project 

Number

Pass-through 

Grantor's 

Number

Federal 

Expenditures

U.S. Department of Transportation:

Federal Transit Cluster - Direct programs:

Investment Grants - Capital Assistance 20.500 MI-03-0221 16,445$            

Investment Grants - Capital Assistance 20.500 MI-04-0037 16,465              

Total Federal Transit - Investment Grants 32,910              

Urbanized Area Formula Grants:

Capital Assistance 20.507 MI-90-X519 197,129            

Capital Assistance 20.507 MI-90-X550 116,939            

Capital Assistance 20.507 MI-90-X593 88,860              

Capital Assistance 20.507 MI-90-X615 520,174            

Capital Assistance 20.507 MI-90-X641 6,708,429         

American Recovery and Reinvestment Act (ARRA) -

    Capital Assistance 20.507 MI-96-0009 1,387,972         

Surface Transportation Program 20.507 MI-95-X052 52,988              

Total Federal Transit - Formula Grants 9,072,491         

Michigan Department of Transportation - Pass-through 

programs - Congestion Mitigation/Air Quality 20.507 2011-0182 455,000            

Total Federal Transit Cluster 9,560,401         

Transit Services Program Cluster - Direct programs:

Section 5316 Job Access and Reverse Commute  20.516 MI-37-0039 29,625              

Section 5316 Job Access and Reverse Commute  20.516 MI-37-0044 94,639              

Section 5317 New Freedom 20.521 MI-57-0012 14,922              

Section 5317 New Freedom 20.521 MI-57-0016 4,961                

Total Transit Services Program Cluster 144,147            

Clean Fuels Grant Program 20.519 MI-58-0002 1,697,350         

Michigan Department of Transportation - Pass-through

program - Operating Assistance - Section  5311 20.509 2012-0033/P2 159,252            

Southeast Michigan Council of Governments - Pass-through

program - Planning Grant 20.505 12005 49,440              

Total federal awards 11,610,590$   



Ann Arbor Transportation Authority

Note to Schedule of Expenditures of Federal Awards
Year Ended September 30, 2012

Note - Basis of Presentation and Significant Accounting Policies 

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes
the federal grant activity of Ann Arbor Transportation Authority under programs of the
federal government for the year ended September 30, 2012. Expenditures reported on
the Schedule are reported on the same basis of accounting as the basic financial
statements, although the basis for determining when federal awards are expended is
presented in accordance with the requirements of OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. In addition, expenditures reported on
the Schedule are recognized following the cost principles contained in OMB Circular
A-87, wherein certain types of expenditures are not allowable or are limited as to
reimbursement.  Therefore, some amounts presented in this Schedule may differ from
amounts presented in, or used in the preparation of, the basic financial statements.

Because the Schedule presents only a selected portion of the operations of Ann Arbor
Transportation Authority, it is not intended to, and does not, present the financial
position, changes in net assets, or cash flows, if applicable, of Ann Arbor Transportation
Authority.  Pass-through entity identifying numbers are presented where available.
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Ann Arbor Transportation Authority

Schedule of Findings and Questioned Costs
Year Ended September 30, 2012

Section I - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued:  Unqualified

Internal control over financial reporting:

 Material weakness(es) identified?  Yes X  No

 Significant deficiency(ies) identified that are
not considered to be material weaknesses?  Yes X  None reported

Noncompliance material to financial 
statements noted?  Yes X  No

Federal Awards

Internal control over major programs:

 Material weakness(es) identified?  Yes X  No

 Significant deficiency(ies) identified that are
not considered to be material weaknesses?  Yes X  None reported

Type of auditor's report issued on compliance for major programs:  Unqualified

Any audit findings disclosed that are required 
to be reported in accordance with
Section 510(a) of Circular A-133?  Yes X  No

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster

20.500, 20.507 Federal Transit Cluster
20.519 Clean Fuels Grant Program

Dollar threshold used to distinguish between type A and type B programs:  $348,318

Auditee qualified as low-risk auditee?  Yes X  No

Section II - Financial Statement Audit Findings 

None

Section III - Federal Program Audit Findings 

None
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Ann Arbor Transportation Authority

Summary Schedule of Prior Audit Findings
Year Ended September 30, 2012

Prior Year
Finding

Number
Federal
Program Original Finding Description Status

Planned
Corrective

Action

2011-02 20.500
.

The Authority was basing the Davis
Bacon requirements off of projects in
excess of $2,000; however, the federal
guidance outlines that the $2,000
threshold should be based on contract
value. The Authority has several
contracts which are made up of
multiple small projects which were
excluded from the Davis Bacon Act as
a result of the Authority's
interpretation of the provision. To
Conclude, weekly certified payroll
reports were not being submitted to
the Authority or its representatives for
monitoring of the Davis Bacon Act
requirements for all contracts over
$2,000.

Corrected in FY11/12 N/A
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