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January 13, 2016 

To the Board of Directors 
Ann Arbor Area Transportation Authority  

We have audited the financial statements of Ann Arbor Area Transportation Authority (the 
“Authority”) as of and for the year ended September 30, 2015 and have issued our report 
thereon dated January 13, 2016. Professional standards require that we provide you with the 
following information related to our audit. 

Section I - Communications Required Under AU 260 

Section II - Legislative Items 

Section I includes information that current auditing standards require independent auditors to 
communicate to those individuals charged with governance. We will report this information 
annually to the members of the board of directors of the Authority. 

Section II contains updated legislative items that we believe will be of interest to you. These 
comments are offered in the interest of helping the Authority in its efforts toward continuous 
improvement and understanding of current legislation and the effect on the Authority’s 
operations. 

In addition to the comments and recommendations in this letter, our observations and 
comments regarding the Authority’s internal control, including any significant deficiencies or 
material weaknesses that we identified, have been reported to you in the 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. This report is 
included in the supplemental schedule of federal awards. 

We would like to take this opportunity to thank the Authority’s staff for the cooperation and 
courtesy extended to us during our audit. Their assistance and professionalism were critical to 
the completion of the engagement and are much appreciated. 

This report is intended solely for the use of the members of the board of directors and 
management of the Authority and is not intended to be and should not be used by anyone other 
than these specified parties. 

pat.lomerson
Ann Arbor

pat.lomerson
Praxity
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We welcome any questions you may have regarding the following communications and we 
would be willing to discuss any of these or other questions that you might have at your 
convenience.  

Very truly yours, 

Plante & Moran, PLLC 

 
 
Pamela Hill 
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Section I - Communications Required Under AU 260 

Our Responsibility Under U.S. Generally Accepted Auditing Standards  

As stated in our engagement letter dated November 25, 2015, our responsibility, as described 
by professional standards, is to express an opinion about whether the financial statements 
prepared by management with your oversight are fairly presented, in all material respects, in 
conformity with U.S. generally accepted accounting principles. Our audit of the financial 
statements does not relieve you or management of your responsibilities. Our responsibility is to 
plan and perform the audit to obtain reasonable, but not absolute, assurance that the financial 
statements are free of material misstatement. 

As part of our audit, we considered the internal control of Authority. Such considerations were 
solely for the purpose of determining our audit procedures and not to provide any assurance 
concerning such internal control. 

We are responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting 
process. However, we are not required to design procedures specifically to identify such 
matters. 

Our audit of the Authority’s financial statements has also been conducted in accordance with 
Government Auditing Standards, issued by the Comptroller General of the United States. Under 
Government Auditing Standards, we are obligated to communicate certain matters that come to 
our attention related to our audit to those responsible for the governance of the Authority, 
including compliance with certain provisions of laws, regulations, contracts, grant agreements, 
certain instances of error or fraud, illegal acts applicable to government agencies, and significant 
deficiencies in internal control that we identify during our audit. Toward this end, we issued a 
separate letter dated January 13, 2016 regarding our consideration of the Authority’s internal 
control over financial reporting and on our tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements.  

Planned Scope and Timing of the Audit 

We performed the audit according to the planned scope and timing previously communicated to 
you in our meeting about planning matters on November 25, 2015. 
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Significant Audit Findings  

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. In 
accordance with the terms of our engagement letter, we will advise management about the 
appropriateness of accounting policies and their application. The significant accounting policies 
used by the Authority are described in Note 1 to the financial statements.  

No new accounting policies were adopted and the application of existing policies was not 
changed during the year ended September 30, 2015.  

We noted no transactions entered into by the Authority during the year for which there is a lack 
of authoritative guidance or consensus.  

We noted no significant transactions that have been recognized in the financial statements in a 
different period than when the transaction occurred. 

Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management’s knowledge and experience about past and current events and 
assumptions about future events. Certain accounting estimates are particularly sensitive because 
of their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected.  

The most sensitive estimates affecting the financial statements related to the following: 

 OPEB (other postemployment benefits) costs, including the actuarial methods and 
assumptions. These assumptions used are based on plan provisions, healthcare-related 
trends, and payroll data. 

 Allowance for collectibility reserve related to local revenue source receivables. The 
assumptions are based on communications from the City of Ann Arbor, the City of Ypsilanti, 
and Ypsilanti Township combined with management’s estimates for uncertainties and 
historical results.  

 Reserve for Act 51 operating assistance revenue. The assumption is based on the estimated 
reduction of the collective qualifying expenditures by the Authority and RTA member 
agencies, which could result in less total eligible expenditures to be reimbursed by Act 51 
monies from the State of Michigan through the Regional Transportation Authority (RTA). 
There was no reserve recorded at September 30, 2015. 

 
We evaluated the key factors and assumptions used to develop the above estimates in 
determining that they are reasonable in relation to the financial statements taken as a whole.  

The disclosures in the financial statements are neutral, consistent, and clear.  
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Difficulties Encountered in Performing the Audit 

We encountered no difficulties in dealing with management in performing and completing our 
audit.  

Disagreements with Management 

For the purpose of this letter, professional standards define a disagreement with management as 
a financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, 
that could be significant to the financial statements or the auditor’s report. We are pleased to 
report that no such disagreements arose during the course of our audit.  

Corrected and Uncorrected Misstatements  

Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are trivial, and communicate them to the appropriate 
level of management. None of the misstatements detected as a result of audit procedures and 
corrected by management were material, either individually or in the aggregate, to the financial 
statements taken as a whole. The attached schedule summarizes uncorrected misstatements of 
the financial statements. Management has determined that their effects are immaterial, both 
individually and in the aggregate, to the financial statements taken as a whole. 

Significant Findings or Issues  

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, business conditions affecting the Authority, and business plans and strategies 
that may affect the risks of material misstatement with management each year prior to our 
retention as the Authority’s auditors. However, these discussions occurred in the normal course 
of our professional relationship and our responses were not a condition of our retention.  

Management Representations  

We have requested certain representations from management that are included in the 
management representation letter dated January 13, 2016.  

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation 
involves application of an accounting principle to the Authority’s financial statements or a 
determination of the type of auditor’s opinion that may be expressed on those statements, our 
professional standards require the consulting accountant to check with us to determine that the 
consultant has all the relevant facts. To our knowledge, there were no such consultations with 
other accountants. 
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Client: Ann Arbor Area Transportation Authority

Opinion Unit: Enterprise Fund/Business-type Activity
Y/E: 9/30/2015

Ref. # Description of Misstatement Current Assets

Long-term 

Assets

Deferred 

Outflows of 

Resources Current Liabilities

Long-term 

Liabilities

Deferred 

Inflows of 

Resources Equity Revenue Expenses

Net Income 

Statement Impact

FACTUAL MISSTATEMENTS:
A1 To recognize net revenue for the 

assets transferred from "get 
downtown" in current year as opposed 
to unearned revenue (65,752)$               65,752$                   65,752$                     

JUDGMENTAL ADJUSTMENTS:

B1 Estimate for future tax refunds should 
be recorded as a liability versus  a 
reduction to AR 63,328$                   63,328                   

B2

PROJECTED ADJUSTMENTS:
C1
C2

Total 63,328$             -$         -$           (2,424)$            -$         -$         -$        65,752$             -$        65,752$               

PASSED DISCLOSURES:
D1 GASB 53 requires disclosures related to derivative instruments that are omitted from the financial statements.

The pretax effect of misstatements and classification errors identified would be to increase (decrease) the reported amounts in the financial statement categories identified below:

SUMMARY OF UNRECORDED POSSIBLE ADJUSTMENTS
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Section II - Legislative Items 

New Rules Governing Management of Federal Programs  
 
The Office of Management and Budget (OMB) has issued significant reforms to the compliance 
requirements that must be followed by non-federal entities receiving federal funding. All entities 
receiving federal dollars will need to understand the changes made as a result of these reforms 
and may be required to make changes to internal procedures, processes, and controls. 
These reforms impact three key areas of federal grants management: 

1. Audit Requirements - For fiscal years beginning on or after January 1, 2015, the threshold 
for obtaining a federal awards audit will increase from the current threshold of $500,000 of 
annual federal spending to $750,000. There will also be significant changes to the criteria for 
qualifying as a low-risk auditee and a reduction in the number of major programs required to 
be tested for some clients. 
 
The Authority has historically been above the new higher $750,000 threshold. 
 

2. Cost Principles - Effective for all federal awards received on or after December 26, 2014, 
the grant reforms related to cost principles go into effect. Not only were certain changes 
made to allowable costs under this new guidance, but there were significant changes in the 
area of time and effort reporting and indirect costs. 
 

3. Administrative Requirements - Also effective for all federal awards received on or after 
December 26, 2014, non-federal entities receiving federal funding must adhere to new rules 
related to administering federal awards. Most notably, these requirements may impact the 
Authority’s procurement systems, including maintaining written conflict of interest policies 
and disclosures. 

 
These revisions are clearly the most significant changes to occur to federal grants management in 
recent history. Entities receiving federal funding will need to carefully digest these changes. 
Plante & Moran, PLLC has been on the cutting edge of these reforms, offering our clients free 
webinars, implementation checklists, and other tools to aid in implementation. The 
implementation date is already upon us and the Authority will need to ensure that the 
implementation of the new regulations occurs in a timely and complete manner. Plante & 
Moran, PLLC has many experts in this area and we welcome any questions or needs you may 
have in this area. 
 
 

 


