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STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANS”\'G STATE TREASURER

March 28, 2019

Board of Trustees

Twin Cities Area Transportation Authority
275 East Wall Street

P.O. Box 837

Benton Harbor, Michigan 49023-0837

Independent Auditor's Report

Dear Board Members:
Report on the Financial Statements

We have audited the accompanying financial statesnainthe business-type activities and the
major fund of thel'win Cities Area Transportation Authority (Authagrjt a component unit of the
City of Benton Harbor, Michigaras of and for the fiscal year ended Septembe?2@08, and the
related notes to the financial statements, whidlectively comprise Aithority’s basic financial
statements as listed in the table of contents.

Management’'s Responsibility for the Financial Statats

Management is responsible for the preparation amgfesentation of these financial statements
in accordance with accounting principles generadlgepted in the United States of America; this
includes the design, implementation, and maintemaot internal control relevant to the
preparation and fair presentation of financialestagnts that are free from material misstatement,
whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express opinions on thiasancial statements based on our audit. We
conducted our audit in accordance with auditingdaads generally accepted in the United States
of America and the standards applicable to findreaits contained ifsovernment Auditing
Standardsissued by the Comptroller General of the Unitéates. Those standards require that
we plan and perform the audit to obtain reasonasieurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtaudia evidence about the amounts and
disclosures in the financial statements. The pro=siselected depend on the auditor’s judgment,
including the assessment of the risks of materiastatement of the financial statements, whether

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury « 517-373-3227
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due to fraud or error. In making those risk assesdgs) the auditor considers internal control
relevant to the entity’s preparation and fair préagon of the financial statements in order to
design audit procedures that are appropriate inciteeimstances, but not for the purpose of
expressing an opinion on the effectiveness of thigyés internal control. Accordingly, we express
no such opinion. An audit also includes evaluativgappropriateness of accounting policies used
and the reasonableness of significant accountitigha®s made by management, as well as
evaluating the overall presentation of the finahsiatements.

We believe that the audit evidence we have obtamsdfficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referredlbove present fairly, in all material respects,
the respective financial position tife business-type activities and the major fohdhe Twin
Cities Area Transportation Authority, a componenit of the City of Benton HarboMichigan,

as of September 30, 2018, and the respective chamd@ancial position and cash flows, where
applicable, thereof for the year then ended in &@oae with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the tebhi States of America require that the
management’s discussion and analysis on pagesugih’ be presented to supplement the basic
financial statements. Such information, although aa@art of the basic financial statements, is
required by the Governmental Accounting Standardar® who considers it to be an essential
part of financial reporting for placing the basitaincial statements in an appropriate operational,
economic, or historical context. We have appliedase limited procedures to the required
supplementary information in accordance with andistandards generally accepted in the United
States of America, which consisted of inquiriesr@nagement about the methods of preparing
the information and comparing the information fonsistency with management’s responses to
our inquiries, the basic financial statements, athér knowledge we obtained during our audit of
the basic financial statements. We do not exprasspénion or provide any assurance on the
information because the limited procedures do notide us with sufficient evidence to express
an opinion or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of fornangopinion on the financial statements that
collectively comprise the Authority's basic finaaki statements. The accompanying
supplementary information in Schedules 1 througis presented for purposes of additional
analysis and is not a required part of the bas@ritial statements. The schedule of expenditures
of federal awards is presented for purposes ottiatdi analysis as required by Title 2 U.S. Code
of Federal Regulations Part 2@Miform Administrative Requirements, Cost Princgplend Audit
Requirements for Federal Awar@dniform Guidance) and is also not a required pathe basic
financial statements.
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With the exception of Schedule 4N-Regular and 4fMR@Amarked "unaudited,” the information
on Schedules 1 through 5 has been subjected tauthigng procedures applied in the audit of the
basic financial statements and, in our opiniorfaigy stated, in all material respects, in relatio
to the basic financial statements, taken as a whole

The information presented Schedules 1 througin® the schedule of expenditures of federal
awards areghe responsibility of management and was derivedchfand relates directly to the
underlying accounting and other records used tpgreethe basic financial statements. Such
information has been subjected to the auditinggutaces applied in the audit of the basic financial
statements and certain additional procedures, dmaju comparing and reconciling such
information directly to the underlying accountingdaother records used to prepare the basic
financial statement or to the basic financial sterts themselves, and other additional procedures
in accordance with auditing standards generallgpied in the United States of America. In our
opinion, theaccompanying supplementary and related informagi@sented in Schedules 1
through Schedule &nd the schedule of expenditures of federal awardsfairly stated in all
material respects in relation to the basic findnsti@ements as a whole.

Other Reporting Required by Government Auditingn&ads

In accordance witibovernment Auditing Standardse have also issued our report dated March
28, 2019, on our consideration of the Authorityiternal control over financial reporting and our
tests of its compliance with certain provisionsaofs, regulations, contracts, and grant agreements
and other matters. The purpose of that repor describe the scope of our testing of internal
control over financial reporting and compliance émel results of that testing, and not to provide
an opinion on the internal control over financieporting or on compliance. That report is an
integral part of an audit performed in accordanaeh vicovernment Auditing Standards
considering Authority’s internal control over findal reporting and compliance.

Sincerely,

A —— =
Cary Jay Vaughn, CPA, CGFM

Audit Manager

Community Engagement and Finance Division
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2018

Our discussion and analysis of the Twin Cities Aflgansportation Authority’s (Authority)
financial performance provides an overview of th&hrity’s financial activities for the fiscal
year ended September 30, 2018.

USING THIS ANNUAL REPORT

This annual report consists of three parts: managémdiscussion and analysis (this section), the
basic financial statements, and required suppleangnibformation. This report also contains
supplementary information in addition to the basm@ncial statements. The basic financial
statements include a series of financial statemeriitke Statement of Net Position and the
Statement of Activities on Exhibit A and B provigeformation about the activities of the
Authority as a whole and present a longer-term vaéwhe Authority’s finances. The remaining
statement is a statement of cash flows to demdadtra activities of the Authority as it relates to
cash flows from operating activities, cash flowsnfirnoncapital financing activities, cash flows
from capital and related financing, and cash flénes investing activities.

Reporting the Authority as a Whole
The Statement of Net Position and the Statement of Activities

These two statements report the Authority’s nettpesand changes in them. You can think of
the Authority’s net position (the difference betwesssets and liabilities) as one way to measure
the Authority’s financial health, or financial pten. Over time, increases or decreases in the
Authority’s net position are one indicator of whethits financial health is improving or
deteriorating. You will need to consider other #imancial factors, however, such as changes in
the City of Benton Harbor’s property tax base ama ¢ondition of Authority’s capital assets, to
assess the overall health of the Authority.

Additional Required Supplementary Information (RS)

Following the basic financial statements is addiioRequired Supplementary Information that
further explains and supports the information i fihancial statements.

Other Supplementary Information

Other supplementary information includes Schedi#$ that are required to be included by the
Michigan Department of Transportation.

The Authority as a Whole

The Authority’s net position decreased from $1,9@%, to $1,214,188 for the year ended
September 30, 2018. This is a contrast to the pusviear when the net position increased
$240,770. Our analysis focuses on the net posfiiable 1) and changes in net position (Table
2) of the Authority’s business-type activities.



TWIN CITIES AREA TRANSPORTATION AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2018

Table !
Net Position of Business-Type Activiti

09/30/17 09/30/18
Business-Type  Business-Type
Activities Activities Variance
Current and Other Assets $ 729,838 $ 516,499 $ (213,339)
Net Capital Assets 962,349 805,955 (156,394)
Total Assets 1,692,187 1,322,454 (369,733)
Current Liabilities 190,240 60,446 (129,794)
Noncurrent Liabilities - 47,820 47,820
Total Liabilities 190,240 108,266 (81,974)
Net Position
Net Investment in Capital Assets 962,349 805,955 (156,394)
Unrestricted 539,598 408,233 (131,365)

Total Net Position

$ 1,501,947 $ 1214188 $ (287,759)

The Authority’s business-type activities total pefsition decreased by 19% or $287,759. Total
net investment in capital assets decreased $156r884rily due to the continued depreciation of
the Authority’s capital assetss. The decreasedrutirestricted net position of $131,365 was due

a reduction in f

ares due to decreased ridershipinerease in fuel costs, and a prior year

adjustment, from the state, of the 2016 fiscal y@ausing the Authority to have to repay the state

$116.956.



TWIN CITIES AREA TRANSPORTATION AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2018

Table 2
Changes in Net Position of Business-Type Activities

2017 2018 Variance
Operating Revenue
Passenger Fares $ 244,094 $ 233,215 $ (10,879)
Special Transit Fares 5,962 9,609 3,647
Auxiliary Transportation Revenues 5,797 - (5,797)
Non-operating Revenue
Local Contributions
Tax Lewy 109,129 107,458 (1,671)
State of Michigan Operating Grants
Local Bus Operating Assistance (Act 51) 755,364 757,983 2,619
Job Access Reverse Commute 389,353 363,661 (25,692)
New Freedom Program--Mobility Management 15,000 12,027 (2,973)
Local Community Stabilization Funds - 24,780 24,780
Federal Operating Grants
USDOT Operating Grant (Section 5307) 777,380 814,000 36,620
New Freedom Program--Mobility Management 60,000 48,110 (11,890)
State and Federal Grants--Prior Year Adjustments 868 (116,956) (38,099)
Interest Earned 163 342 179
Other Non-Transit Revenues 13,586 24,202 10,616
Total Revenue 2,296,971 2,278,431 (18,540)
Operating Expense
Salaries and Wages 1,656,055 1,699,786 43,731
Depreciation 216,708 226,964 10,256
Other 770,246 710,010 (60,236)
Total Operating Expense 2,643,009 2,636,760 (6,249)
Income (Loss) Before Capital Contributions
and Operating Transfers (346,038) (358,329) (12,291)
Capital Contributions
Federal and State Capital Grants 105,268 70,570 (34,698)
Increase (Decrease) in Net Position (240,770) (287,759) (46,989)
Ending Net Position $1,501,947 $1,214,188 $ (287,759)
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2018

Business-Type Activities

The Authority’s business-type activities operatiagd non-operating revenues decreased by
$18,540 or .8% and capital contribution revenuesratsed by $34,698. Expenses decreased
$6,249 or .2% as compared with the prior fiscalryebhis decrease in revenues was due to the
prior year adjustments despite the increase instage and federal operating assistance. The
decrease in expenses is due to a change in hesittance plans and a reduction in maintenance
costs as more maintenance work was done by em@mfdbe Authority. These decreases were

offset by an increase in fuel costs.

Budgetary Highlights

TCATA's budgets are being squeezed by a reductidndal match as a result of approximately
$30,000 of the tax millage money for Transportath®ing siphoned off by the Brownfield
Authority(s) and possibly other government and ggasernmental processes. Because the
match money is highly leveraged with the FTA anat&tontributions, small reductions in local
match can jeopardize our ability to achieve thé 506 match in federal funding for operating
cost and 80% for capital.

TCATA will attempt to positively impact the localatch figure in the next fiscal year through
several activities — additional funding from thetyCiincrease in advertising revenue, and an
increase in contract revenue.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

As of September 30, 2018, the Transit had $805i9&&sted in a broad range of capital assets,
including land, buildings, buses and other vehickesl equipment. This amount represents a net
decrease (including additions and deductions) 66$394.

Table :
Capital Assets at Year-E
9/30/17 9/30/18

Capital Assets Not Being Depreciated

Land $ 80,715 $ 80,715
Subtotal 80,715 80,715
Capital Assets being Depreciated

Buildings 1,716,493 1,716,493

Buses 1,924,146 1,675,275

Other Vehicles 126,561 126,561

Equipment 407,379 407,379
Subtotal 4,174,579 3,925,708
Total Capital Assets 4,255,294 4,006,423
Total Accumulated Depreciation (3,292,945) (3,200,468)
Total Net Capital Assets $ 962,349 $ 805,955
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2018

During the year, the Authority purchased two vars#70,570. More detailed information about
the Authority’s capital assets is presented in Nibte the financial statements.

As the Authority has nine buses scheduled for oeptent with new ones in fiscal year 2019 and
several other capital items. The investment initabpssets will increase significantly in the

coming fiscal year 2019 with the anticpated acdoisiof a larger wrecker, addition of nine new

buses, fencing of storage area, camera replacemedtsther.

Debt
The Authority has no debt.
ECONOMIC FACTORS AND NEXT YEAR’'S BUDGET

The following factors were considered in prepatimgAuthority’s budget for the 2017-2018 fiscal
year:

* Federal operating assistance is anticipated to29¢ df eligible operating expenses for
2018.

» State operating assistance continues to be untew#h stagnant revenues coming into
the comprehensive transportation fund.

* Operating expenses continue to grow, but the congmsve transportation fund does not.
This in turn reduces the percentage of reimburséthahthe Authority receives from the
Michigan Department of Transportation. The Authoigt anticipating 38.1% of eligible
expenses to be reimbursed by the Michigan Depattaiefiransportation for the fiscal
year ending 2019.

* The Authority will attempt to try and increase #maount qualifying as local match through
several limited options including requesting a cliramount from the City of Benton
Harbor. Additionally, the Authority will try to icrease revenues from the sale of
advertising on buses, and increased contract regenu

CONTACTING THE AUTHORITY'S FINANCIAL MANAGEMENT

This financial report is intended to provide ouizans, taxpayers, customers and investors with a
general overview of the Authority’s finances anghow accountability for the money it receives.
If you have questions about this report or needtiathel information, we welcome you to contact
the Authority’s office at: 275 East Wall Street, Box 837, Benton Harbor, Michigan 49023-
0837.



TWIN CITIES AREA TRANSPORTATION AUTHORITY

STATEMENT OF NET POSITION
September 30, 2018

ASSETS
Current Assets
Cash and Cash Equivalents
Accounts Receivable
Due From State Government
Due From Federal Government
Inventory
Prepaid Expenses
Total Current Assets
Non-current Assets
Capital Assets-Non-depreciating
Capital Assets--Depreciating
Total Non-current Assets
Total Assets
LIABILITIES
Current Liabilities
Accounts Payable
Accrued Wages and Fringe Benefits
Total Current Liabilities
Long-Term Liabilities
Vested Employee Benefits--Due In One Y ear
Vested Employee Benefits--Due In More Than Y ear
Total Long-Term Liabilities
Total Liabilities
NET POSITION

Net Investment in Capital Assets
Unrestricted

Total Net Position

The Notes to Financial Statements are an integral part of this statement.

EXHIBIT A

$ 357,580
1,978

68,032

39,149

4,243

45,517

516,499

80,715

725,240
805,955

1,322,454

33,724
26,722

60,446
15,276
32,544
47,820

108,266

805,955

408,233

S 1214188



TWIN CITIES AREA TRANSPORTATION AUTHORITY

STATEMENT OF REVENUES, EXPENSES AND
CHANGESIN NET POSITION
For the Fiscal Y ear Ended September 30, 2018

Operating Revenue
Passenger Fares
Special Transit Fares

Total Operating Revenue
Operating Expense

Total Operating Expense
Operating Income (L 0ss)

Non-operating Revenue
Local Contributions

Tax Levy
State of Michigan Operating Grants

Local Bus Operating Assistance (Act 51)

Job Access Reverse Commute

New Freedom Program--Mobility Management

Local Community Stabilization Funds
Federal Operating Grants

USDOT Operating Grant (Section 5307)

New Freedom Program--Mobility Management
State and Federal Grants--Prior Y ear Adjustments
Interest Earned
Other Non-Transit Revenues

Total Non-operating Revenue
Income (Loss) Before Capital Contributions

Capital Contributions
State Capital Grants
Federal Capital Grants (Section 5307)

Change in Net Position
Total Net Position--October 1, 2017

Total Net Position--September 30, 2018

The Notes to Financial Statements are an integral part of this statement.

EXHIBIT B

$ 233,215
9,609

242,824

2,636,760
2,636,760

(2,393,936)

107,458

757,983
363,661
12,027
24,780

814,000
48,110
(116,956)
342
24,202

2,035,607

(358,329)

14,114
56,456

(287,759)

1,501,947

8 1214188



TWIN CITIES AREA TRANSPORTATION AUTHORITY
STATEMENT OF CASH FLOWS
For the Fiscal Y ear Ended September 30, 2018

Cash Flows From Operating Activities
Cash Received From Customers
Cash Payments to Employees for Services and Benefits
Cash Payments to Suppliers for Goods and Services

Net Cash Provided by Operating Activities

Cash Flows From Non-capital Financing Activities
State Grants
Federal Grants
State and Federal Grants--Prior Y ear Adjustments
Property Tax
Other Revenue

Net Cash Provided by Non-capital Financing Activities

Cash Flows From Capital and Related Financing Activities
Purchase of Capital Assets
Capital Assets Purchased With State and Federal Grants

Net Cash Provided From Capital and Related Financing Activities

Cash Flows From Investing Activities
Interest on Cash Equivalents

Net Cash Provided by Investing Activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of the Year
Cash and Cash Equivalents at End of the Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities
Operating Income (L 0ss)

Adjustments to Reconcile Net Incometo Net Cash
Provided by Operating Activities (Non-cash Items)
Depreciation Expense
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Inventory
(Increase) Decrease in Prepaid Expenses
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Other Accrued Liabilities

Net Cash Provided by Operating Activities

The Notes to Financial Statements are an integral part of this statement.

EXHIBIT C

$ 243809
(1,648,906)
(823,871)

(2,228,968)

1,251,680
1,030,154
(116,956)
107,458
24,202

2,296,538

(70,570)
159,080

88,510

342

342
156,422
201,158

$ 357,580

$ (2,393,936)

226,964
986
4,619
14,373
(132,854)
50,880

$ (2,228968)




TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Twin Cities Areafigportation Authority (Authority) conform to
accounting principles generally accepted in thedéhBtates of America (GAAP) as applicable to
governmental units. The following is a summaryta significant accounting policies used by the
Authority.

Reporting Entity

The Authority was incorporated in the State of Mgam on July 1, 1974 under Public Act 55 of
1963. The purpose of the Authority is to acquirgnpoperate and manage a public transportation
system within the boundaries of its participatingmcipalities. Currently, the City of Benton
Harbor is the only participating municipality. TB&y has significant influence over the operation
of the Authority and appoints the six-member Boafr@rustees.

The criteria established by the Governmental ActiogrStandards Board (GASB) Statement No.
61, "The Financial Reporting Entity," for deternmgithe reporting entity includes oversight
responsibility, fiscal dependency, and whetheffithencial statements would be misleading if data
was not included. Based on the above criterigghimancial statements present the Authority, a
component unit of the City of Benton Harbor; andffieancial purposes within generally accepted
accounting principles, an enterprise fund of thiy 6f Benton Harbor.

Basis of Presentation--Government-Wide Financiate®hents

The government-wide financial statements (i.e.,.Steement of Net Position and the Statement
of Revenues, Expenses and Changes in Net Posigpo)t information of the activities of the
Authority. There is only one fund reported in thevgrnment-wide financial statements.

The Statement of Net Position presents the Autyierdssets and liabilities with the difference
being reported as either invested in capital assatisrestricted net position.

The Statement of Revenues, Expenses and Chandét iRosition demonstrates the degree to
which the operating expenses of a given functiorsegment is offset by operating revenues.
Operating expenses are those that are clearlyifidéhe with a specific function or segment.
Operating revenues include: 1) charges to custooreapplicants who purchase, use or directly
benefit from goods, services or privileges provithgdh given function or segment; and 2) grants
and contributions that are restricted to meeting dperational or capital requirements of a
particular function or segment. Taxes and othenstenot properly included among operating
revenues are reported instead as non-operatingueve



TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

The financial activities of the Authority are reded in an enterprise fund. This fund accounts for
operations: a) that are financed and operatednmam@ner similar to private business enterprises,
where the intent of the governing body is that thsts (expenses including depreciation) of
providing goods or services to the general pubti@aontinuing basis be financed or recovered
primarily through user charges; or b) where theegowg body has decided that periodic

determination of revenue earned, expenses incuaretipor net income is appropriate for capital

maintenance, public policy, management controlpactability or other purposes.

Measurement Focus/Basis of Accounting--GovernmeitteVFinancial Statements

The government-wide financial statements are regdortising the economic resources
measurement focus and the accrual basis of acogurRievenue is recorded when earned and
expenses are recorded when a liability is incurredardless of the timing of related cash flows.
Property taxes are recognized as revenue in thefgeahich they are levied. Grants and similar
items are recognized as revenue as soon as abilljgrequirements imposed by the provider
have been met.

Proprietary funds distinguish operating revenueepénses from non-operating items. Operating
revenue and expenses generally result from prayidervices in connection with a proprietary
fund’s principal ongoing operations. The principgderating revenue of our proprietary fund
relates to charges to customers for providing lgusarvices. The portion intended to recover the
cost of the infrastructure is recognized as nonatpey revenue. Operating expenses for
proprietary funds include the cost of the busingises, administrative expenses, and depreciation
on capital assets. All revenue and expenses notingethis definition are reported as non-
operating revenue and expenses.

When both restricted and unrestricted resourceg\aiable for use, it is the Authority’s policy
to use restricted resources first, then unresttidsources as needed.

Cash and Cash Equivalents

For the purpose of the statement of cash flows,atehdeposits and short-term investments with
a maturity date of three (3) months or less whejuized are considered to be cash equivalents.
The statement of cash flows includes both resttieted unrestricted cash and cash equivalents.
Investments are stated at fair value and short-tenwestments are reported at cost which

approximates fair value.

Inventories

Inventories of fuel are stated at the lower of ¢6stt-in, first-out) or market.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

Capital Assets

The Authority’s capital assets are recorded at.0gsts relating to maintenance and repairs are
charged to expense; whereas those for renewaldetterments, when material in amount, are
capitalized. Capital assets are defined by the mowent as assets with an initial individual cost
of more than $2,500 and an estimated useful lifextess of two years. Such assets are recorded
at cost or estimated historical cost if purchasetbastructed. Donated capital assets are recorded
at estimated fair market value at the date of donat

Depreciation of equipment is computed on the dttdige method. Depreciation rates are
designed to amortize the cost of the assets oeardhtimated useful lives as follows:

Operating Facility 2 to 20 years
Vehicles 3to 7 years

Shop Equipment 3to 10 years
Office Equipment 6 to 10 years

Property Taxes

Property taxes are levied each December 1 on Kabl& valuation of properties located in the
City of Benton Harbor as of the preceding DecendierThe City of Benton Harbor's 2017 ad
valorem tax was levied and collectible on Decenihe2017. It is the policy of the Authority to
recognize revenue from the current tax levy in20&7/2018 fiscal year when the proceeds of this
levy are budgeted and made available for the fimgnaf the Authority’s operations.

The 2017 real and personal taxable valuation of t@enHarbor property amounted to
$118,162,507. Ad valorem taxes of 1.1867 mills wevied for Authority operating purposes and
the total amount collected and recognized as reveras $109,129.

Use of Estimates

The preparation of financial statements in conftymwith generally accepted accounting
principles requires management to make estimatdsaasumptions that affect the reported
amounts of assets and liabilities, the disclosfi@atingent liabilities at the date of the finaalci
statements, and the reported amounts of revendesx@enses during the reporting period. Actual
results could differ from those estimates.

Fiscal Year

The Authority operates on the fiscal year of thengor, October 1 to September 30. The fiscal
year differs from the June 30 fiscal year of thgy©f Benton Harbor.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE B--DEPOSITS AND INVESTMENTS

Michigan Compiled Laws 129.91 authorizes the Autlgdo deposit and invest in the accounts of
Federally insured banks, credit unions, savingslaad associations; bonds, securities and other
direct obligations of the United States, or anynageor instrumentality of the United States;
United States government or Federal agency obdigatiepurchase agreements, bankers'
acceptance of United States banks; commercial papsa within the two highest classifications,
which mature not more than 270 days after the datgurchase, obligations of the State of
Michigan or its political subdivisions which areted as investment grade; and mutual funds
composed of investment vehicles which are legal dwect investment by local units of
government in Michigan. Financial institutions @ig for deposit of public funds must maintain
an office in Michigan.

Deposits are carried at cost. The Authority hasgiesed one bank for the deposit of the
Authority’s funds. The investment policy adoptedtbg Board is in accordance with Public Act
20 of 1943, as amended, and has authorized investmethe instruments described in the
preceding paragraph. The Authority's deposits anvéstment policy are in accordance with
statutory authority.

The risk disclosures for the Authority's deposits required by GASB Statement No. 40, are as
follows:

Business-Type

Activities
Cash $ 357,350
Petty Cash 230
Total Deposits $ 357,580

Custodial Credit Risk

The custodial credit risk for deposits is the ribkt, in the event of the failure of a depository
financial institution, the Authority’s deposits magt be recovered. The Authority does not have
a deposit policy for custodial credit risk. Theankdalance of the Authority’s deposits is $397,299,
of which $250,000 is covered by Federal deposiiagurance. The remaining $147,299 is
uncollateralized and uninsured.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE C--DUE FROM FEDERAL GOVERNMENT

The following amount was due at September 30, 2018:

Federal Operating Assistance for Fiscal Year 2087/1 $ 39,149

Total Due From Federal Government $ 39,149

NOTE D--DUE FROM STATE GOVERNMENT

The following amount was due at September 30, 2018:

State Operating Assistance for Fiscal Year 2016/17 $ 7,0
State Operating Assistance for Fiscal Year 2017/18 4,706
Payback on 2015 State Operating Assistance (86,787)
New Freedom Program (MI-2016-038-01) 12,266

Job Access Reverse Commute (2017-0133/P5) 90,828
Total Due From State $ 68,032
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE E--CAPITAL ASSETS

Capital asset activity of the Authority for the cent fiscal year was as follows:

Restated
Beginning Ending
Balance Balance

Business-Type Activities 10/01/17 Increases Decreases 09/30/18
Capital Assets Not Being Depreciated

Land 80,715 - - $ 80,715
Subtotal 80,715 - - 80,715
Capital Assets Being Depreciated

Building 1,716,493 - - 1,716,493

Buses 1,924,146 70,570 319,441 1,675,275

Other Vehicles 126,561 - - 126,561

Equipment 407,379 - - 407,379
Subtotal 4,174,579 70,570 319,441 3,925,708
Less Accumulated Depreciation for

Building 1,580,575 23,634 - 1,604,209

Buses 1,341,254 160,089 319,441 1,181,902

Other Vehicles 122,194 4,367 - 126,561

Equipment 248,922 38,874 - 287,796
Subtotal 3,292,945 226,964 319,441 3,200,468
Net Capital Assets Being Depreciated 881,634 (156,394) - 725,240
Governmental Activities Capital Total

Capital Assets--Net of Depreciation $ 962,349 $ (156,394)  $ - $ 805,955

NOTE F--ACCRUED EMPLOYEE BENEFITS

Vacation Leave

Full-time union and non-union employees earn paidation for each full calendar quarter of
work. The accrual rate is in accordance with tiwing schedule.

* Employees with five years or less of continuoul;time employment earn up to 80 hours
per year.

* Employees with more than five years but less thghteyears of continuous, full-time
employment earn up to 100 hours per year.

14



TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE F--ACCRUED EMPLOYEE BENEFITS (Continued)

» Employees with more than eight years of continutwtime employment earn up to 120
hours of vacation leave each year.

Union employees may accumulate up to one hundredtiw(120) hours of vacation and non-
union employees may accumulate up to two hundrag {@840) hours. When this maximum is
reached, the Employer, at its option, may requieeegmployee to use additional accrued vacation
or may pay the employee for additional vacatiornraed.

Any accrued vacation shall be paid upon separ#&tioany employee who has completed one (1)
or more full years of continuous, full time emplogm. As of September 30, 2018, the accrued
vacation time liability is $26,235.

Sick Leave

Full-time union and non-union employees earn tw @me half days of paid sick leave for each
full calendar quarter of completed service. Sevke may be accumulated without limitation. For
union employees, no payment shall be made for uhaseumulated sick leave at separation from
employment. For non-union employees, no paymeait Bk made for unused accumulated sick
leave at separation from employment except foreetent. Upon retirement from the Authority,
the retiring employee shall be paid 10% of remarsick time per ten years of service. As of
September 30, 2018, the accumulated sick timdityais $21,585.

NOTE G--RISK MANAGEMENT

The Authority is exposed to various risks of los$éated to property loss, torts, errors and
omissions, employee injuries, as well as medicakbts provided to employees. The Authority
has purchased commercial insurance for business rapiirs, commercial general liability,
commercial inland marine (radio and TV), commergmbperty (building and contents),
computerized business equipment, workers’ compmmsand medical benefit claims. The
Authority participates in the Michigan Transit Péa claims relating to auto and general liability.
Settled claims for the commercial insurance havesroeeded the amount of insurance coverage
in any of the past three fiscal years.

The Michigan Transit Insurance Pool (Pool) was tee@ursuant to the provisions of Public Act
35 of 1951 and was incorporated under the Michijyanprofit Corporation Act, being MCL
Sections 450.2101 et seq., as the Michigan Tr&uit, Inc. The Pool is to provide administrative
loss protection programs for the members, to poskds and claims, to jointly purchase
commercial services, including claims adjustingadarocessing, risk management consulting,
loss prevention, legal and related services. Thehigan Transit Insurance Pool is a separate legal
and administrative entity. Settled claims for trPhave not exceeded the amount of insurance
coverage in any of the past three years.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE H--POSTEMPLOYMENT BENEFITS

The Authority does not offer any pension or othestpmployment benefits. Therefore, no
expenses are recorded.

NOTE I--CONTINGENCIES

Amounts received or receivable under grant prograrasubject to audit and adjustment by the
grantor agencies, principally the Federal and Sja#ernments. Any disallowed claims, including
amounts already collected, may constitute a lightif the Authority. The amount, if any, of
expenditures which may be disallowed by the gracémnot be determined at this time although
the Authority expects such amounts, if any, torbmaterial.

NOTE J--TAX ABATEMENTS

The City of Benton Harbor (City) provides tax almaénts under several different programs that
affect the tax revenue of the Authority:

Industrial property tax abatements are grantedhénState of Michigan under Public Act 198 to
promote economic development, creation of jobs, reewl or improved facilities. The Industrial
Facilities Tax (IFT) Exemption must be approvedoyh the City (after a public hearing is held)
and the State of Michigan. IFT exemptions can cogal and/or personal property. By State law,
the exemption must be applied for no later thamsmaths after commencement of the project and
must be accompanied by a written agreement betwleertaxpayer and the local unit. An
exemption allows for taxation on IFT property a#&0f the local property tax millage rate for up
to 12 years. A certificate may be revoked, andgareaptured for non-compliance with the terms
of the agreement. Property taxes abated by theu@ier this program affecting the Authority for
fiscal year 2018 amounted to $1,228.

A business or multi-family residential facility caampply for a Commercial Rehabilitation
Exemption under Public Act 210 if making substdntigprovements to a facility. Once approved
by the City and the State of Michigan, the taxaladkie of the property is frozen for a period of
up to 10 years. The program is designed to increasenercial activity, create/retain employment,
and revitalize urban areas. The taxpayer must cetephe rehabilitation project within the time
period specified by the written agreement. The @Gigy revoke the exemption and recover the
taxes for non-compliance. Property taxes abatetheyCity under this program affecting the
Authority for fiscal year 2018 amounted to $12,943.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE J--TAX ABATEMENTS (Continued)

To incentivize new or expanded businesses, Puldic328 allows for Personal Property Tax
Exemptions for qualified businesses located witleligible distressed communities. The
exemption must be approved by the City Commissnahthe State Treasurer. Once approved, the
taxpayer is exempt from personal property tax om ilgestments after the date of the exemption.
The City can recapture the taxes if the businefautte on the terms of the written agreement.
Property taxes abated by the City under this progafecting the Authority for fiscal year 2018
amounted to $17,856.

The City encourages environmental cleanup and ecmndevelopment through its Brownfield
Redevelopment Plan under Public Act 318. A develgezforms redevelopment and cleanup
activities at a site that is obsolete or blight&te increased tax revenues resulting from the
increase in taxable value are captured by the &ityused to repay the developer for qualifying
expenses. There is no provision for recovery ofebtaxes because the developer is only paid for
eligible expenses on a reimbursement-basis. Profseres abated by the City under this program
affecting the Authority for fiscal year 2018 amoeahto $31,540.

NOTE K--COST ALLOCATION PLAN

The Authority has two cost allocation plans whdre methodology has been approved by the
Bureau of Passenger Transportation (BPT) and MDD cost allocations are for the New

Freedom program and for the Job Access Reverse Qtenpnogram. The cost allocation plans

were adhered to in the preparation of the finarste@tements.

NOTE L—NON-FINANCIAL DATA

The methodology used for compiling mileage on OjegaAssistance Schedule 4N-Regular and
Schedule 4N-JARC is based on the Authority’s daitycedures and recorded in accordance with
Michigan Department of Transportation’s Local Paflransit Revenue and Expense Manual. We
did not review the methodology for the Authoritgocess. Schedule 4N-Regular and 4N-JARC
is presented as an “unaudited” schedule and, aiogbyd we do not express an opinion on the
information.

NOTE M--DEPRECIATION

Depreciation expense included as eligible onlyudek assets purchased with local funds where
the useful life of the asset was determined puistaAppendix A of the Local Public Transit
Revenue and Expense Manual.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Year Ended September 30, 2018

NOTE N--CAPITAL USED TO PAY FOR OPERATING

No operating expenses are subtracted out as ibleligkpenses because no capital money was
used to pay for operating expenses.

NOTE O--EXPENSES ASSOCIATED WITH 406 & 407

All expenses associated with 40610 — Concessidbig]l31— Advertising, and 40699 — Other
Auxiliary Transportation Revenues are subtractddcsuneligible. There are no expenses related
to the 407, and therefore, no expenses need toldimasted out as ineligible.

NOTE P--SUBSEQUENT EVENT

During fiscal year 2019, the Authority opened a &RB0 line of credit with a local financial

institution. This was done at the approval of #hority’s attorney. However, the Municipal

Finance section of Michigan Department of Treaswayg not yet reviewed the line of credit to
determine its statutory validity.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY SCHEDULE 1
LOCAL REVENUES
For the Fiscal Y ear Ended September 30, 2018

LOCAL REVENUES

Line Haul - Farebox (Urban - Small) $ 26,048
Demand Response - Farebox (Urban - Small) 179,110
Line Haul - Farebox (JARC) 9,283
Demand Response - Farebox (JARC) 18,774
Other Non-Transit Revenues 23,819
Taxes Levied Directly for/by Transit Agency 107,458
Interest Income 342
Total Local Revenues $ 364,834

19



TWIN CITIES AREA TRANSPORTATION AUTHORITY
EXPENDITURES OF FEDERAL AND STATE AWARDS
For the Fiscal Year Ended September 30, 2018

SCHEDULE 2

Federal Grant No./ Program Prior
CFDA Authorization Award Current Year's Expenditures are Amount
Number Number Amount Total Federal State Local Expend. mddeing
US Department of Transportation
Direct Pass Through US Department of Transportation
Capital Assistance--Section 5339 20.507 MI-2012-013P $ 60,000 $ 56,456 $ 56,456 $ - $ -3 - $ 3,544
Operating Assistance--Section 5307 20.507 MI-2018-005 814,000 814,000 814,000 - - - -
Total Operating Assistance 874,000 870,456 870,456 - - - 3,544
US Department of Transportation
Passed through Michigan Department of Transportatio
Capital Assistance--Section 5339 20.507 MI-2012-01R3P 15,000 14,114 - 14,114 - - 886
New Freedom Program--Section 5317 20.513 MI-2016-0B8- 75,000 60,137 48,110 12,027 - - 14,863
Job Access Reverse Commute N/A 2017-0133/P5 375,000 363,661 - 363,661 - - 11,339
Operating Assistance--Act 51 N/A N/A 757,983 757,983 - 757,983 - - -
Total Capital Assistance 1,222,983 1,195,895 48,110 1,147,785 - - 27,088
Total Department of Transportat $ 209,98 $ 2,066,355 $ 91856t $ 1,147,788 $ - $ - $ 30,630
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TWIN CITIES AREA TRANSPORTATION AUTHORITY SCHEDULE 3
OPERATING AND CONTRACT EXPENSES
For the Fiscal Y ear Ended September 30, 2018

Non-urban Non-urban
State Operating Operating New

Expenses FY 2018* JARC Freedom Total

Labor $ 904,860 $ 193,479 $ 34,769 $ 1,133,108
Fringe Benefits 492,330 71,249 3,099 566,678
Services 205,194 47,402 18,750 271,346
Materials and Supplies 233,778 52,749 3,519 290,046
Utilities 29,715 6,601 - 36,316
Casualty and Liability Costs 70,666 15,721 - 86,387
Taxes and Fees 315 69 - 384
Miscellaneous 12,768 2,802 - 15,570
Interest 942 - - 942
Leases and Rentals 7,373 1,646 - 9,019
Depreciation 226,964 - - 226,964
Total Expenses $ 2,184,905 $ 391,718 $ 60,137 $ 2,636,760

*The expenses incurred for the State operating assistance are the same as the expenses incurred
for the Section 5307 Federal operating assistance.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY SCHEDULE 4R-REGULAR
OPERATING ASSISTANCE REPORT--REVENUES--REGULAR SERVICE
For the Fiscal Y ear Ended September 30, 2018

REVENUE SCHEDUL E REPORT
LINE DEMAND

CODE DESCRIPTION HAUL RESPONSE TOTAL
401: Farebox Revenue

40100 Passenger Fares $ 26,048 $ 179,110 $ 205,158
402: Contract Fares

40203 Contract Fares - 9,609 9,609
407: NonTrans Revenues

40760 Gains From Sale of Capital Assets - 383 383
408: Loca Revenue

40800 TaxesLevied Directly for/by Transit Agency 56,253 51,205 107,458
411: State Formula and Contracts

41101 State Operating Assistance 81,281 676,702 757,983

41110 Line-Item Municipal Credit (Prior Y ear Adjustments) - (116,956) (116,956)

41199 Local Community Stabilization Funds 24,780 24,780
413: Federal Contracts

41302 Federal Section 5307 - 814,000 814,000
414: Other Revenue

41400 Interest Income - 342 342
440: Non-Transit Revenues

44000 Other Non-Transit Revenue (Refunds) - 23,819 23,819
TOTAL REVENUES $ 163,582 $ 1,662,994 $ 1,826,576
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TWIN CITIES AREA TRANSPORTATION AUTHORIT®
OPERATING ASSISTANCE REPORT--EXPENSES--REGULAR SHRF
For the Fiscal Year Ended September 30,

EXPENSE SCHEDULE REPOF

SCHEDULE 4E-REGULAEF

OPER OPER MAINT. MAINT. ADMIN. ADMIN.
LINE DEMAND LINE DEMAND LINE DEMAND

CODE DESCRIPTION HAUL RESPONS! HAUL RESPONSI HAUL RESPONSI TOTAL
501 Labol

50101 Operators' Salaries and Wages $ 50,488 449,228 $ - % - % - % - % 499,716

50102 Other Salaries and Wages 4,846 38,514 9,908 66,825 27,958 112,562 260,613

50103 Dispatchers' Salaries and Wages - 144,531 - - - - 144,531
502 Fringe Benefit

50200 Other Salaries and Wages 34,583 326,455 4,019 38,461 13,361 75,451 492,330
503 Service

50302 Advertising Fees - - - - 817 4,303 5,120

50305 Audit Cost - - - - 1,614 8,147 9,761

50399 Other Services 2,275 17,180 14,413 108,914 10,516 37,015 190,313
504 Materials and Suppli

50401 Fuel and Lubricants 20,452 132,640 282 1,903 314 1,659 157,250

50402 Tires and Tubes 2,390 19,019 - - - - 21,409

50499 Other Materials and Supplies 202 2,201 3,673 24,774 4,527 19,742 55,119
505 Utilities

50500 Utilities 612 4,868 2,705 18,261 521 2,748 29,715
506 Insuranc

50603 Liability Insurance 7,037 55,949 - - 1,226 6,454 70,666
507 Taxes and Fe

50700 Taxes and Fees - - - - - 315 315
509 Miscellaneous Expens

50902 Travel, Meetings and Training 398 4,193 98 661 797 3,194 9,341

50903 Association Dues and Subscriptions - - - - 3,427 3,427
511 Interest Expen:

51103 Interest on State Advances - - - - - 942 942
512 Operating Leases and Ren

51200 Operating Leases and Rentals 560 4,450 282 1,895 30 156 7,373
513 Depreciatiol

51300 Depreciation - 208,828 - 2,929 - 15,207 226,964
TOTAL EXPENSES 123,843 1,408,056 35,380 264,623 61,681 291,322 2,184,905
540 Ineligible Expense

54000 Ineligible Prior Year Refunds and Credits - - - - - 23,819 23,819
550 Ineligible Expense

55007 Ineligible Depreciation - 208,828 - 2,929 - 15,207 226,964

55009 Ineligible Percent of Association Dues - - - - 398 398
TOTAL INELIGIBLE EXPENSES - 208,828 - 2,929 - 39,424 251,181
TOTAL ELIGIBLE EXPENSE! $ 123,84. $ 1,199,220 $ $ 261,690 $ 61,68 $ 251,89¢ $ 1,933,722

23

35,38(




TWIN CITIES AREA TRANSPORTATION AUTHORITY SCHEDULE 4N-REGULAR
OPERATING ASSISTANCE REPORT--REGULAR SERVICE

NON-FINANCIAL DATA--UNAUDITED

For the Fiscal Y ear Ended September 30, 2018

NON-FINANCIAL SCHEDUL E REPORT

Weekday Saturday

Weekday Demand Saturday Demand
CODE DESCRIPTION Line Haul Response Line Haul Response TOTAL
Public Service
610 Vehicle Hours 4,518 30,480 468 2,864 38,330
611 Vehicle Miles* 62,348 331,461 6,458 22,924 423,191
615 Unlinked Passenger Trips—-Regular 14,648 41,018 1,980 3,359 61,005
616  Unlinked Passenger Trips--Elderly 8,449 22,003 926 2,267 33,645
617 Unlinked Passenger Trips--Persons w/Disabilities 9,965 31,617 1,214 2,354 45,150
618 Unlinked Passenger Trips--Elderly Persons w/Disabilities - 985 - 132 1,117
621 Tota Line-Haul Unlinked Passenger Trips 33,062 - 4,120 - 37,182
622 Tota Demand-Response Unlinked Passenger Trips - 95,623 - 8,112 103,735
625 Days Operated 251 251 52 52 606
Vehicle Information Quantity
653 Tota Line-Haul Vehicles 2
654 Line-Haul Vehiclesw/Lifts 2
655 Total Demand-Response Vehicles 18
656 Demand-Response Vehicles wi/Lifts 17
658 Tota Transit Vehicles 20
Miscellaneous Information Quantity LH Quantity DR
601 Number of Routes (Line Haul Only) 2 -
602 Tota Route Miles (Line Haul Only) 28 -
659 LPG or CNG Gallons Equivalent Consumed 4,014 20,676
660 Diesel/Gasoline Gallons Consumed 8,165 42,051
661 Total Transit Agency Employees - 40
662 Total Revenue Vehicle Operators - 25

*Mileage is computed from daily logs maintained by the Authority and then entered into the
Operating Assistance Report using the codes above as required by the Local Public Transit
Revenue and Expense Manual issued by the Michigan Department of Transportation.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY SCHEDULE 4R-JARC
OPERATING ASSISTANCE REPORT--

REVENUES--JOB ACCESS REVERSE COMMUTE

For the Fiscal Y ear Ended September 30, 2018

REVENUE SCHEDULE REPORT
LINE DEMAND

CODE DESCRIPTION HAUL RESPONSE TOTAL
401: Farebox Revenue

40100 Passenger Fares $ 9283 $ 18,774  $ 28,057
411: State Formula and Contracts

41199 Other MDOT Contracts--Job Access Reverse Commute - 363,661 363,661
TOTAL REVENUES $ 9283 $ 382435 3 391,718
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TWIN CITIES AREA TRANSPORTATION AUTHORIT
OPERATING ASSISTANCE REPOR1
EXPENSES--JOB ACCESS REVERSE COMMU

For the Fiscal Year Ended September 30,

EXPENSE SCHEDULE REPORT

SCHEDULE 4E-JAR!

CODE DESCRIPTIOM
501 Labol
50101 Operators' Salaries and Wa
5010z Other Salaries and Wa
5010: Dispatchers' Salaries and Wa
502 Fringe Benefit
5020( Other Salaries and Wa¢
503 Service
5030: Advertising Fee
5030¢ Audit Cos
5039¢ Other Service
504 Materials and Supplir
5040! Fuel and Lubrican
5040: Tires and Tube
5049¢ Other Materials and Suppl
505 Utilities
5050( Utilities
506: Insuranc
5060: Liability Insuranci
507 Taxes and Fe
5070( Taxes and Fe
509 Miscellaneous Expens
5090: Travel, Meetings and Trainil
5090: Association Dues and Subscripti

512 Operating Leases and Ren
5120( Operating Leases and Ren

TOTAL EXPENSE!

550:
5500(

Ineligible Expense
Ineligible Job Access Reverse Commute F

TOTAL INELIGIBLE EXPENSES
TOTAL ELIGIBLE EXPENSES

OPER OPER MAINT. MAINT. ADMIN. ADMIN.
LINE DEMAND LINE DEMAND LINE DEMAND
HAUL RESPONSI HAUL RESPONS| HAUL RESPONS| TOTAL
$ 4931 $ 6203 $ - 3 - 3 - $ - $ 111,34
4,27¢ 5,38 7,571 9,52¢ 17,29 21,76: 65,81:
- 16,32¢ - - - - 16,32¢
18,90¢ 26,78¢ 3,067 3,85¢ 8,252 10,38 71,24¢
- - - - 50¢€ 63¢ 1,14
- - - - 1,01 1,301 2,314
2,00¢ 2,53( 10,91¢ 13,84 6,48¢ 8,15¢ 43,94
15,07 18,94¢ 21¢€ 273 194 244 34,94¢
2,102 2,63¢ - - - - 4,741
17¢€ 21¢ 2,80¢ 3,53( 2,80¢ 3,52¢ 13,06(
54C 67¢ 2,06% 2,59¢ 32z 404 6,601
6,20: 7,79¢ - - 761 95¢ 15,72:
- - - - 31 38 69
347 43¢ 75 95 48¢ 61z 2,051
- - - - 33¢ 41€ 751
49: 62C 217 278 19 24 1,64¢
99,43! 144,39: 26,93¢ 33,99: 38,50¢ 48,45¢ 391,71¢
- - - - 9,28 18,77¢ 28,051
- - - - 9,28: 18,77¢ 28,057
$ 9943F $ 14439 $ 26,93 $ 3399: $ 29,22¢ $ 29,68 $ 363,66
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TWIN CITIES AREA TRANSPORTATION AUTHORITY SCHEDULE 4N-JARC
OPERATING ASSISTANCE REPORT--JOB ACCESS REVERSE COMMUTE

NON-FINANCIAL DATA--UNAUDITED

For the Fiscal Y ear Ended September 30, 2018

NON-FINANCIAL SCHEDULE REPORT

Weekday Saturday

Weekday Demand Saturday  Demand
CODI DESCRIPTION Line Haul Response LineHaul Response TOTAL
Public Service
610 Vehicle Hours 3,514 4,016 260 728 8,518
611 Vehicle Miles* 48,493 80,320 3,588 14,560 146,961
615 Unlinked Passenger Trips-—-Regular 5,805 13,401 987 2,129 22,322
616 Unlinked Passenger Trips-—-Elderly 2,431 3,200 370 510 6,511
617 Unlinked Passenger Trips--Persons w/Disabilities 2,499 2,820 417 399 6,135
621 Total Line-Haul Unlinked Passenger Trips 10,735 - 1,774 - 12,509
622 Total Demand-Response Unlinked Passenger Trips - 19,421 - 3,038 22,459
625 Days Operated 251 251 52 52 606
Vehicle Information Quantity
653 Total Line-Haul Vehicles 2
654 Line-Haul Vehicleswi/Lifts 2
655 Total Demand-Response Vehicles 2
656 Demand-Response Vehicles w/Lifts 2
658 Total Transit Vehicles 4
Miscellaneous Information Quantity LH Quantity DR
601 Number of Routes (Line Haul Only) 2 -
602 Total Route Miles (Line Haul Only) 30 -
659 LPG or CNG Gallons Equivalent Consumed 3,039 5,536
660 Diesel/Gasoline Gallons Consumed 6,180 11,258

*Mileage is computed from daily logs maintained by the Authority and then entered into the
Operating Assistance Report using the codes above as required by the Local Public Transit
Revenue and Expense Manual issued by the Michigan Department of Transportation.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY SCHEDULE 4R-NF
OPERATING ASSISTANCE REPORT--REVENUES--NEW FREEDOM
For the Fiscal Y ear Ended September 30, 2018

REVENUE SCHEDUL E REPORT
LINE DEMAND

CODE DESCRIPTION HAUL RESPONSE TOTAL
411: State Formula and Contracts

41119 Other MDOT Contracts--New Freedom Program - 12,027 12,027
413: Federal Contracts

41399 Other MDOT Contracts--New Freedom Program - 48,110 48,110
TOTAL REVENUES $ - $ 60,137 $ 60,137
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TWIN CITIES AREA TRANSPORTATION AUTHORIT
OPERATING ASSISTANCE REPORT--EXPENSES--NEW FREED
For the Fiscal Year Ended September 30, .

EXPENSE SCHEDULE REPORT

SCHEDULE 4E-NI

CODE

501.
50101

502
5020(

503
5039¢

504.
5049¢

DESCRIPTIOM

Labol
Operators' Salaries and Wa

Fringe Benefit
Other Salaries and Wa(

Service
Other Service

Materials and Suppli
Other Materials and Suppl

TOTAL EXPENSES
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TOTAL
$ 34,76¢
3,09¢
18,75(

3,51¢



TWIN CITIES AREA TRANSPORTATION AUTHORITY SCHEDULE 5S
OPERATING ASSISTANCE CALCULATION--STATE
For the Fiscal Y ear Ended September 30, 2018
Non-urban
Total Operating Expenses $ 2,636,760
Less.  Ineligible Expenses
Depreciation 226,964
Ineligible Prior Y ear Refunds and Credits 23,819
Other Revenue 28,057
Ineligible Percent of Association Dues 398
Line Haul Funded by Other State and Federal Grants 423,798
Total Ineligible Expenses Per R& E Manual $ 703,036
Total State Eligible Expenses $ 1,933,724
Eligible Expenses for State Reimbursement $ 1,933,724
Reimbursement Percentage 39.1981%
State Operating Assistance $ 757,983
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TWIN CITIES AREA TRANSPORTATION AUTHORITY
OPERATING ASSISTANCE CALCULATION--FEDERAL
For the Fiscal Y ear Ended September 30, 2018

Total Operating Expenses
Less. Ineligible Expenses
Depreciation
Ineligible Prior Y ear Refunds and Credits
Other Revenue
Ineligible Percent of Association Dues
Job Access Reverse Commute Program
New Freedom Program
Total Ineligible Expenses According to R& E Manual
Total Federal Eligible Expenses

Less Farebox and Other Revenues
Farebox

Total Farebox and Other Revenues

Net Project Cost

Maximum Amount of Reimbursement (Net Project Cost x 50%)
FTA Fund Available

FTA Funds Requested

31

SCHEDULE 5F
Urban
$ 2,636,760
226,964
23,819
28,057
398
363,661
60,137
703,036
1,933,724
(214,767)
(214,767)
1,718,957
859,479
814,000

5 814000



4425 (Rev. 01-19)

STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANS|NG STATE TREASURER

March 28, 2019

Board of Trustees

Twin Cities Area Transportation Authority
275 East Wall Street

P.O. Box 837

Benton Harbor, Michigan 49023-0837

Independent Auditor's Report

RE: Report on Internal Control over Financial Rejpgrand on Compliance and Other Matters
Based on an Audit of the Financial Statements Pad in Accordance WitGover nment
Auditing Slandards

Dear Commissioners:

We have audited, in accordance with the auditiagddrds generally accepted in the United States
of America and applicable to financial audits camtd inGovernment Auditing Standards, issued

by the Comptroller General of the United Statéise financial statements of the business-type
activities and the major fund of the Twin CitieseAr Transportation Authority (Authority), a
component unit of the City of Benton Harbor, Micligas of and for the fiscal year ended
September 30, 2018, and related notes to the fimlsstatements, which collectively comprise the
Authority’s basic financial statements and haveddsaur report thereon dated March 28, 2019.

Internal Control over Financial Reporting

In planning and performing our audit, we considehedAuthority’s internal control over financial
reporting (internal control) to determine the augdibcedures that are appropriate in the
circumstances for the purpose of expressing ouri@pion the financial statements, but not for
the purpose of expressing our opinions on the &ffEwess of the Authority’s internal control.
Accordingly, we do not express an opinion on ttieativeness of the Authorityisternal control.

A deficiency in internal control exists when the design or operation of a contoasdnot allow
management or employees, in the normal courserfdfrp@ng their assigned functions, to prevent,
or detect and correct, misstatements on a timedisba material weakness is a deficiency, or a
combination of deficiencies, in internal contralch that there is a reasonable possibility that a
material misstatement of the entity’s financialtestaents will not be prevented or detected and
corrected on a timely basis. #gnificant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less sewhan a material weakness, yet important enough
to merit attention by those charged with governance

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury « 517-373-3227
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Twin Cities Area Transportation Authority
Page 2
March 28, 2019

Our consideration of internal control was for theiled purpose described in the first paragraph
of this section and was not designed to identifiydaficiencies in internal control that might be
material weaknesses or significant deficienciesvéier, material weaknesses may exist that have
not been identified. We consider the deficienaescribed in the accompanying Schedule of
Findings and Questioned Costs listed as Findind8-8@1 through 2018-005 to be a material
weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance abouthehéhe Authority's financial statements are
free of material misstatement, we performed tefsts compliance with certain provisions of laws,
regulations, contracts and grant agreements, nomplcance with which could have a direct and
material effect on the determination of financiédtement amounts. However, providing an
opinion on compliance with those provisions wasarbbjective of our audit and, accordingly,
we do not express such an opinion. The resultsiofests disclosed instances of non-compliance
that are required to be reported un@exernment Auditing Sandards and which are described in
the accompanying Schedule of Findings and Questi@uests as Finding 2018-006.

The Authority’s Response to Findings

The Authority’s responses to the findings identlfie our audit are described in the accompanying
Schedule of Findings and Questioned Costs. We dtdandit the Authority’s responses and
accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to descrile shope of our testing of internal control and
compliance and the results of that testing, andmptovide an opinion on the effectiveness of the
Authority’s internal control or on compliance. $hieport is an integral part of an audit performed
in accordance witlsover nment Auditing Sandards in considering the Authority’s internal control
and compliance. Accordingly, this communicationas suitable for any other purpose. However,
this report is a matter of public record and istrilbution is not limited.

Sincerely,

N
Cary Jay Vaughn, CPA, CGFM

Audit Manager
Community Engagement and Finance Division
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STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER

March 28, 2019

Board of Trustees

Twin Cities Area Transportation Authority
275 East Wall Street

P.O. Box 837

Benton Harbor, Michigan 49023-0837

RE: Report to Those Charged With Governance

Dear Board Members:

We have audited the financial statements obtlgness-type activities and the major fufidhe
Twin Cities Area Transportation Authority, a compah unit of the City of Benton Harbor,
Michigan, for the fiscal year ended September 8282 and have issued our report thereon dated
March 28, 2019. Professional standards requirewvtieaprovide you with information related to
our audit.

Our Responsibility under U.S. Generally Acceptedifing Standards and Government
Auditing Standards

As stated in the engagement letter dated Januar2dI®, our responsibility, as described by
professional standards, is to express an opiniontalvhether the financial statements prepared
by management with your oversight are fairly présénin all material respects, in conformity

with accounting principles generally accepted ia thited States of America. Our audit of the

financial statements does not relieve you or mamage of your responsibilities.

As part of our audit, we considered the internaita of the Twin Cities Area Transportation
Authority. Such considerations were solely for fhepose of determining our audit procedures
and not to provide any assurance concerning irteomdrol.

As part of obtaining reasonable assurance abouthehéehe financial statements are free of
material misstatement, we performed tests of thanT@ties Area Transportation Authority’s
compliance with certain provisions of laws, regwlas, contracts, and grants. However, the
objective of our tests was not to provide an opiroa compliance with such provisions.

Other Information in Documents Containing Auditéddnacial Statements

Our responsibility for the supplementary informat@ccompanying the financial statements, as
described in professional standards, is to evalinteresentation of supplementary information
in relation to the financial statements as a wtaid to report on whether the supplementary
information is fairly stated, in all material resp® in relation to the financial statements as a

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
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whole. We made certain inquires of managementessatliated the form, content, and methods
of preparing the information to determine that thiormation complies with the accounting
principles generally accepted in the United Stafe&merica, the method of preparing it has not
changed from the prior period, and the informatsappropriate and complete in relation to our
audit of the financial statements. We comparedrandnciled the supplementary information to
the underlying accounting records used to prepheefinancial statements or the financial
statements themselves.

Planned Scope and Timing of the Audit

We performed the audit according to the plannegea@nd timing previously communicated to
you in our engagement letter and our meeting aplartning matters February 28, 2019, with
management.

Significant Results of the Audit

Qualitative Aspects of Accounting Practices

Management is responsible for the selection andofisgppropriate accounting policies. The
significant accounting policies used by the Twirti€d Area Transportation Authority are
described in Note A to the financial statements Mted no transactions entered into by the Twin
Cities Area Transportation Authority during the ydéar which there is a lack of authoritative
guidance or consensus. There are no significansaictions that have been recognized in the
financial statements in a different period than wttee transaction occurred.

Accounting estimates are an integral part of tharfcial statements prepared by management and
are based on management’s knowledge and experignoet past and current events and
assumptions about future events. Certain accoumestighates are particularly sensitive because
of their significance to the financial statementsl ®decause of the possibility that future events
affecting them may differ significantly from thosgpected.

Management'’s estimate of the depreciation is basdte straight-line method for all other capital
assets. We evaluated the key factors and assuraptised to develop the depreciation in
determining that it is reasonable in relation t® fimancial statements, taken as a whole.

Difficulties Encountered in Performing the Audit

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

Corrected and Uncorrected Misstatements

Professional standards require us to accumulatknallvn and likely misstatements identified
during the audit, other than those that are tri\aald communicate them to the appropriate level
of management. Management has corrected all susktatements. In addition, none of the
misstatements detected as a result of audit proesdind corrected by management were material,
either individually or in the aggregate, to theafiicial statements taken as a whole.
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Disagreements with Management

For purposes of this letter, a disagreement withagament is a financial accounting, reporting,
or auditing matter, whether or not resolved to satisfaction, that could be significant to the
financial statements or the auditor’s report. We @leased to report that no such disagreements
arose during the course of the audit.

Management Representations

We have requested certain representations fromgeamant that are included in the management
representation letter dated March 28, 2019.

Management Consultations with Other Independenbetants

In some cases, management may decide to conshltother accountants about auditing and
accounting matters, similar to obtaining a “secopthion” on certain situations. If a consultation
involves application of an accounting principlete Twin Cities Area Transportation Authority’s
financial statements or a determination of the typauditor’s opinion that may be expressed on
those statements, our professional standards eetilgrconsulting accountant to check with us to
determine that the consultant has all the relefaats. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, inclgdime application of accounting principles and
auditing standards, with management each year poiaretention as the Twin Cities Area
Transportation Authoritg auditors. However, these discussions occurred imtmmal course of
our professional relationship and our responseg wet a condition to our retention.

This information is intended solely for the usetlod Twin Cities Area Transportation Authority
Board, management of the Twin Cities Area Trangiom Authority and is not intended to be
and should not be used by anyone other than thesmfied parties. However, this report is a
matter of public record and its distribution is tiotited.

Sincerely,

Cary Jay Vaughn, CPA, CGFM
Audit Manager
Community Engagement and Finance Division
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STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER

March 28, 2019

Board of Trustees

Twin Cities Area Transportation Authority
275 East Wall Street

P.O. Box 837

Benton Harbor, Michigan 49023-0837

Independent Auditor's Report

RE: Independent Auditors’ Report on Complianceach Major Federal Program and Internal
Control over Compliance Required by the Uniform dzunce

Report on Compliance with Each Major Federal Pnogra

We have audited the Twin Cities Area Transportafiathority’s (Authority) compliance with the
types of compliance requirements described ik Compliance Supplement that could have

a direct and material effect on each of the Autiggimajor Federal programs for the year ended
September 30, 2018. The Authority’s major Federabmms are identified in the summary of
auditor’s results section of the accompanying saleedf findings and questioned costs.

Management’'s Responsibility

Management is responsible for compliance with fedstatutes, regulations, and terms and
conditions of its federal awards applicable tdeéderal programs.

Independent Auditor’s Responsibility

Our responsibility is to express an opinion on chhamge for each of the Authority’s major federal
programs based on our audit of the types of compdiarequirements referred to above. We
conducted our audit of compliance in accordanch aitditing standards generally accepted in the
United States of America; the standards applicéblitnancial audits contained i@overnment
Auditing Standards, issued by the Comptroller General of the Unitedt&¥; and the audit
requirements offitle 2 U.S Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance requakewl plan and perform the audit to obtain
reasonable assurance about whether non-compliaiticgh& types of compliance requirements
referred to above that could have a direct and maheffect on a major federal program occurred.
An audit includes examining, on a test basis, exadeabout the Authority’s compliance with those
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requirements and performing such other proceduseswa considered necessary in the
circumstances.

We believe that our audit provides a reasonablis i@sour opinion on compliance for each major
federal program. However, our audit does not pr@adegal determination of the Authority’s
compliance.

Opinion on Each Major Federal Program

In our opinion, the Authority complied, in all matd respects, with the types of compliance
requirements referred to above that could haveectdand material effect on each of its major
federal programs for the year ended September@®(8.2

Report on Internal Control over Compliance

Management of the Authority is responsible for lessaing and maintaining effective internal
control over compliance with the types of compliemnequirements referred to above. In planning
and performing our audit of compliance, we consdethe Authority’s internal control over
compliance with the types of requirements that @dwdve a direct and material effect on each
major federal program to determine the auditingcpdures that are appropriate in the
circumstances for the purpose of expressing ani@pian compliance for each major federal
program and to test and report on internal comtvel compliance in accordance with the Uniform
Guidance, but not for the purpose of expressingpamon on the effectiveness of internal control
over compliance. Accordingly, we do not express ammion 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 ereplyin the normal course of performing
their assigned functions, to prevent, or detect aodect, non-compliance with a type of
compliance requirement of a federal program omalif basis. Amaterial weaknessin internal
control over compliance is a deficiency, or combination of deficiencies,nternal control over
compliance, such that there is a reasonable pbgsthat material non-compliance with a type of
compliance requirement of a federal program will lIn® prevented, or detected and corrected, on
a timely basis. Asignificant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal controleovcompliance with a type of compliance
requirement of a federal program that is less setle&an a material weakness in internal control
over compliance, yet important enough to meritraitbe by those charged with governance. The
results of our tests disclosed no instances ofawnpliance related to federal programs that is
required to be reported unddovernment Auditing Standards.

Our consideration of internal control over comptianvas for the limited purpose described in the
first paragraph of this section and was not deslgoadentify all deficiencies in internal control
over compliance that might be material weaknesssgaificant deficiencies. We identified any
deficiencies in internal control over compliancatttve consider to be material weaknesses.
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The purposes of this report on internal controlra@mpliance is solely to describe the scope of
our testing of internal control over compliance ahé results of that testing based on the
requirements of the Uniform Guidance. Accordinghis report is not suitable for any other

purpose.

Sincerely,

N
Cary Jay Vaughn, CPA, CGFM

Audit Manager
Community Engagement and Finance Division
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TWIN CITIES AREA TRANSPORTATION AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
"For the Fiscal Year Ended September 30, 2018

Federal Agency/Cluster/Program Title

US DEPARTMENT OF TRANSPORTATION
Direct Pass Through US Department
of Transportation
Capital Assistance--Section 5307
Operating Assistance--Section 5307

Passed through Michigan Department
of Transportation
New Freedom Program--Section 5317

TOTAL US DEPARTMENT OF TRANSPORTATION

See Notes to Schedule of Expenditures of Federal Awards.

Passed-
CFDA Grantor Federal Through to
Number Number Expenditures Subrecipients
20.507 MI-2012-0173P13 $§ 56,456 $ -
20.507 MI-2018-005-00 814,000 -
20.513 MI-2016-038-01 48,110 -
$ 918,566 $ -

40




TWIN CITIES AREA TRANSPORTATION AUTHORITY

NOTES TO THE SCHEDULE OF FEDERAL EXPENDITURES
For the Fiscal Year Ending September 30, 2018

NOTE 1--BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Fédevards (the “Schedule”) includes the
federal grant activity of the Twin Cities Area Tsgortation Authority (Authority) under programs
of the federal government for the year ended Sepe30, 2018. The information in this schedule
is presented in accordance with the requirementstief2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Because the Schedule present a selected portion of the
operations of the Authority, it is not intendedatad does not present the financial position, cheinge
in net position, or cash flows of the Authority.& Authority’s reporting entity is defined in Note
A of the Authority’s financial statement audit repo

NOTE 2--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reporidtie accrual basis of accounting, which is
described in Note A to the Authority's financiaatetments. Such expenditures are recognized
following the cost principles contained in the Wmih Guidance, wherein certain types of
expenditures are not allowable or are limited aztmbursement.

For purposes of charging indirect costs to fedanards, the Authority has not elected to use the
10 percent de minimis cost rate as permitted by 820! of the Uniform Guidance.

NOTE 3--SECTION 5307 OPERATING ASSISTANCE

Maximum Section 5307 operating assistance reveani®e 50% of net eligible expenses as presented,
not to exceed the local match or contract limiteTFederal Section 5307 operating assistance of
$814,000 was recognized based on the contract limit
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended September 30, 2018
Section [--Summary of Auditor's Results
Financial Statements
Type of auditor's report issued: Unmodified
Internal control over financial reporting:

» Material weakness(es) identified? X Yec No

« Significant deficiency(ies) identified that
are not considered to be material
weaknesses? Yes X No

Non-compliance 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 reporte

Type of auditor's report issued on compliance fajanprograms;_unmodified

Any audit findings disclosed that are

required to be reported in accordance

with section 2 CFR section 200.5160(a) of Yes X No
the Compliance Supplem¢?

Identification of major programs:
CFDA Number(s) Name of Federal Program or Cluste

20.507 Federal Transit Programs

Dollar threshold used to distinguish
between type A and type B progra $750,00!

Auditee qualified as lo-risk auditee Yes X No
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended September 30, 2018

Section lI--Financial Statement Findings

A deficiency in internal control exists when thesdm or operation of a control does not allow

management or employees, in the normal courserfifrp@ng their assigned functions, to prevent,

or detect and correct misstatements on a timelisbAsmaterial weakness is a deficiency, or a
combination of deficiencies, in internal controckuhat there is a reasonable possibility that a
material misstatement of the Authority’s financséhtements will not be prevented, or detected
and corrected on a timely basis.

A significant deficiency is a deficiency, or comation of deficiencies, in internal control that is
less severe than a material weakness, yet impcgtaough to merit attention by those charged
with governance.

MATERIAL WEAKNESS

Preparation of Financial Statements in Accordance
with GAAP (Repeat Comment) Finding 2018-001

Condition: As is the case with many smaller and medium sizetities, the Twin Cities
Transportation Authority (Authority) has historiyatelied on its independent external auditors to
assist in the preparation of the financial statesiand footnotes as part of its external financial
reporting process. Accordingly, the Authority’s ldélgi to prepare financial statements in
accordance with GAAP is based, at least in paritsarliance on its external auditors, who cannot
by definition be considered a part of the Authdsitynternal controls. In addition, we proposed,
and management approved, material journal entagzdperly record capital assets, accounts
receivable, accounts payable, and revenues.

Criteria: All Michigan governments are required to preparaficial statements in accordance
with generally accepted accounting principles (GAARhis is a responsibility of the Authority’s

management. The preparation of financial statemardscordance with GAAP requires internal
controls over both: 1) recording, processing anchraarizing accounting data (maintaining
internal accounting books and records); and 2) rigygp government-wide and fund financial

statements, including the related notes to findrsteiements (external financial reporting).

Cause:This condition was caused by the Authority’s demisthat it is more cost effective to
outsource the preparation of its annual finandilesnents to the auditors than to incur the time
and expense of obtaining the necessary trainingeapdrtise required for Authority personnel to
prepare them internally.

Effect: The Authority lacks internal controls over the gmeation of financial statements in
accordance with GAAP, and instead relies, in partits external auditors for assistance with this
duty.

RecommendationVe recommend that the Authority’s Board evaluatedbst versus benefit of
establishing internal controls over the preparatibfinancial statements in accordance with
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended September 30, 2018

MATERIAL WEAKNESS (continued)

GAAP and determine if it is in the best interestieaf Authority to outsource this duty to its exedrn
auditors. If the Authority continues to rely on kxternal auditors to prepare the financial
statements, we recommend the board designate@saje Authority official to carefully review
the draft financial statements including the notpspr to approving them and accepting
responsibility for their content and presentation.

Management’'s Response--Corrective Action Pl@wmntact person is Alex Little, Executive
Director, 275 East Wall Street, P.O. Box 837, Bartarbor, Michigan 49023. Telephone (269)
927-2268.

TCATA did obtain the services of the Accountingrriof Accountant Consultants of Dowagiac,
MI to come in quarterly to review and assist owaamtant in finalizing quarterly statements and
year end statements. That firm did assist withyhar-end closing which also coincided with the
retirement of our Accountant and hiring of a newamtant. We expect to continue using their
services in order to not have to rely on the Audito prepare our year-end financial statements.

Segregation of Incompatible Duties (Repeat Comment) Finding 2018-002

Condition The Authority has accounting functions which pegformed by the same individual
and are not subject to a documented independerdweand approval. These areas include
adjusting journal entries and accounting for febaig programs.

Criteria: Management is responsible for establishing andhtaiaing internal controls in order to
safeguard the assets of the Authority. A key eldnoérinternal control is the segregation of
incompatible duties within the accounting function.

Cause This condition is a result of the limited sizetb& Authority’s accounting staff.

Effect As a result of this condition, the Authority igg@sed to an increased risk that misstatements
(whether caused by error or fraud) may occur aridbegrevented or detected and corrected by
management on a timely basis.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended September 30, 2018

MATERIAL WEAKNESS (continued)

RecommendatiorWhile there are, of course, no easy answersdaliallenge of balancing the
costs and benefits of internal controls and thaeggdion of incompatible duties, we would
nevertheless encourage management to activelywssgekto further strengthen its internal control
structure by requiring as much independent revieeonciliation, and approval of accounting
functions by qualified members of management asiples

Management’'s Response--Corrective Action Pl@wmntact person is Alex Little, Executive
Director, 275 East Wall Street, P.O. Box 837, Bartarbor, Michigan 49023. Telephone (269)
927-2268.

TCATA management has proceeded as we previouslygatetl that we would to improve the
segregation of duties. However, we have not yetdhan additional staff person to assist with
procurement and segregation of duties. The agbasytaken measures to insure as much as
possible that a different staff person order it¢has the one who receives the order and handled
the other responsibilities as we indicated thatweald at the conclusion of the last audit.

Reconciliation of Key Balance Sheet Accounts (Regeanment) Finding 2018-003

Condition The Authority has balance sheet accounts thabm@isereconciled at year end as part
of the audit. These areas include, due from statefaderal agencies regarding the operating
assistance grants, vested employee benefit li@gilitand capital asset accounts and related
accumulated depreciation accounts. Accordinglg, Authority’s ability to prepare financial
statements with reconciled balance sheet accosiiitased, at least in part, on its reliance on its
external auditors, who cannot by definition be etdesed a part of the Authority’s internal
controls.

Criteria: Management is responsible for establishing and taiaing internal controls in order to
safeguard the assets of the Authority. A key el@éneénnternal control is the monitoring and
reconciling of financial data within the accountitugction.

Cause This condition is a result of the lack of docur@ehcontrol policies and procedures at the
Authority.

Effect As a result of this condition, the Authority issgeptible to misstatements (whether caused
by error or fraud) that may occur and not be preaeior detected and corrected by management
on a timely basis.

RecommendationWe recommend developing policies and proceduoesrdconciling vested
employee benefit liabilities capital asset accouatsl due from state and federal agencies to the
general ledger. These policies and procedures dhequire involvement of a second responsible
person as part of the review/monitoring process.
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TWIN CITIES AREA TRANSPORTATION AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended September 30, 2018

MATERIAL WEAKNESS (continued)

Management’'s Response--Corrective Action Pl@wmntact person is Alex Little, Executive
Director, 275 East Wall Street, P.O. Box 837, Bartttarbor, Michigan 49023. Telephone (269)
927-2268.

TCATA management has performed as we indicatedeatlose of last year’s audit with the use
of Accounting Consultants to assist in a quartedgonciliation and preparation of quarterly

statements. As Executive Director, | review thegsarterly reports prior to acceptance and
distribution. This was finalized and put in plateortly before the end of the fiscal year and was
impacted in part with the personnel change foll@aigtirement of our accountant. Going forward

the recommended and accepted process will be sthpdacedure.

Preparation of the Operating Assistance ReportéRefomment) Finding 2018-004

Condition The Operating Assistance Report prepared by thngkity did not agree with the
Authority’s own financial statements (prior to thesting of audit adjustments).

Criteria: Public Act 51 of 1951 requires transits to subwuiarterly and annual operating
assistance reports to the Michigan Department ahJportation (MDOT).

Cause The Authority did not properly prepare the report

Effect Without proper information, the Authority may nmeteive all the operating assistance it is
eligible for; or the Authority may have to pay bagberating assistance funds.

RecommendationiWe recommend that the Authority implement proeceduo ensure that the
information being provided to MDOT is accurate &®ihg reviewed by a person independent of
its preparation.

Management’'s Response--Corrective Action Pl@wmntact person is Alex Little, Executive
Director, 275 East Wall Street, P.O. Box 837, Bartarbor, Michigan 49023. Telephone (269)
927-2268.

As previously indicated, the previous recommendaatioere implemented prior to the close of the
last fiscal year, somewhat impacted by the retirgroéour accountant. It is anticipated that these
reconciliations will be done routinely in the updagnfiscal year and forward.

Capital Assets Finding 2018-005

Condition The Authority does not maintain adequate intecmitrols for capital assets and a
capital asset listing provided did not reconciléwhe Authority’s general ledger.
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MATERIAL WEAKNESS (continued)

Criteria: It is the responsibility of the Authority to upeéathe capital assets listing for additions
and deletions. Additions and deletions should aésmncile to the Authority’s general ledger.
Depreciation should also be recorded in the gemedgker based on the capital asset schedule.

Effect: The Authority cannot readily determine or value #ssets owned. The depreciation
expense recorded was understated, understatingxfienses and overstating the value of the
Authority’s capital assets.

RecommendationVe recommend that the Authority implement procedup record the assets
and depreciation expense as listed above.

Management’'s Response--Corrective Action Pl@wmntact person is Alex Little, Executive
Director, 275 East Wall Street, P.O. Box 837, Bartttarbor, Michigan 49023. Telephone (269)
927-2268.

These asset records are being maintained as rdcancereviewed. This will be fully complied
with and maintained during FY 19 as a number oftahpcquisitions are planned for that period.

NON-COMPLIANCE WITH STATE STATUTES

Our review and study for compliance with Stateudtst and regulations revealed the following
non-compliance procedures:

Minutes (Repeat Comment) Finding 2018-006

Condition: The Authority did not prepare minutes for the Daber 2017 meeting.

Criteria: According to the Open Meetings Act, MCL 15.269,a8B public body shall keep
minutes of each meeting showing the date, timeeplemembers present, members absent, any
decisions made at a meeting open to the public tlaagurpose or purposes for which a closed
session is held.

Cause:The tape recorder did not work during the meetsagno minutes were produced.
Effect: TCATA is not in compliance with state statute.

Directive: We direct TCATA to produce minutes for all meesriteld to comply with the Open
Meetings Act.

Management’'s Response--Corrective Action Pl@wmntact person is Alex Little, Executive
Director, 275 East Wall Street, P.O. Box 837, Bartttarbor, Michigan 49023. Telephone (269)
927-2268.
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NON-COMPLIANCE WITH STATE STATUTES (Continued)

The Authority concurs and will comply. The Authgrwill acquire and utilize a second recorder
as a backup to protect against future equipmehirés and staff attending will keep notes on
actions taken to ensure that minutes are produicalll meetings.

Section lll—Federal Award Findings and Questionedt€
There were no findings related to single audit clanpe.
Section IV--Summary Schedule of Prior Audit Finding

Material Weakness

2017-1 — Preparation of Governmental Financialeatants

Condition/Finding: As is the case with many smadled medium sized entities, the Authority has
historically relied on its independent external ibard to assist in the preparation of the financial
statements and footnotes as part of its exterman@ial reporting process. Accordingly, the
Authority’s ability to prepare financial statemeirtsaccordance with GAAP is based, at least in
part, on its reliance on its external auditors, whaonot by definition be considered a part of the
Authority’s internal controls. In addition, we prged, and management approved, material
journal entries to properly record capital assets;ounts receivable, accounts payable, and
revenues.

Current Year Statud his finding will be carried forward to the cunteyear. Management concurs

but will correct this condition/finding as describearlier by implementation of the new policies
along with additional personnel to improve on th&inal controls and the use of an outside
accounting firm to assist the accountant in qugrtaccount reconciliations and production of

guarterly statements to be reviewed and accepteledlxecutive Director.

2017-2 — Segregation of Incompatible Duties

Condition/Finding: The Authority has accounting étions which are performed by the same
individual and are not subject to a documented peddent review and approval. These areas
include cash reconciliation, cash receipting, aot®payable, adjusting journal entries, and
payroll.

Current Year Statud his finding will be carried forward to the cunteyear. Management concurs

but will correct this condition/finding as describearlier by implementation of the new policies
along with additional personnel to improve on theinal controls and the use of an outside
accounting firm to assist the accountant in quigrteccount reconciliations and production of

quarterly statements to be reviewed and accepteledlxecutive Director.
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NON-COMPLIANCE WITH STATE STATUTES (Continued)

2017-3 — Reconciliation of Key Balance Sheet Acdésun

Condition/Finding: The Authority has balance she=stounts that are only reconciled at year end
as part of the audit. These areas include accqayable, accrued wages, accounts receivable,
inventory, and due from state and federal agengiesordingly, the Authority’s ability to prepare
financial statements with reconciled balance sheebunts is based, at least in part, on its redianc
on its external auditors, who cannot by definitienconsidered a part of the Authority’s internal
controls.

Current Year Statud his finding will be carried forward to the cunteyear. Management concurs

but will correct this condition/finding as describearlier by implementation of the new policies
along with additional personnel to improve on theinal controls and the use of an outside
accounting firm to assist the accountant in quigrtaccount reconciliations and production of

quarterly statements to be reviewed and accepteledlxecutive Director.

2017-4 — Lack of Personnel Policy
Condition/Finding: The Authority did not have a p@nnel policy for non-union employees.

Current Year StatusThe finding will be removed as a personnel pofmynon-union employees
has been adopted.

2017-5 — Vested Employee Benefits

Condition/Finding: The Authority had not recordediability for the unpaid vested employee
benefits.

Current Year StatusThe finding will be deleted as balances have lreenrded for the vested
employee benefits relating to sick and vacatioretim

2017-6 — Preparation of the Operating AssistanqgoRe

Condition/Finding: The Operating Assistance Repagpared by the Authority did not agree with
the Authority’s own financial statements (priorthe posting of audit adjustments).

Current Year StatusThis finding will be carried forward to the cant year. The proposed use
of an outside accounting firm to assist TCATA’s@actant with quarterly account reconciliations
and financial reports which will be reviewed by teecutive Director and submitted to MDOT
should address this issue and insure accuratetirggpor

2017-7 — Minutes

Condition/Finding: The Authority did not preparénntes for the December 2017 meeting.
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NON-COMPLIANCE WITH STATE STATUTES (Continued)

Current Year Status This finding will be carried forward to the cant year as the finding
occurred during this fiscal year. The Authorityncars and will comply. The Authority will
acquire and utilize a second recorder as a baakppotect against future equipment failures and
staff attending will keep notes on actions takeertsure that minutes are produced of all meetings.
2017-8 — Financial Management

Condition/Finding: The Authority is not sufficidpttracking its grant balances. We found that
the spreadsheets in use by the Authority wereaeq@ate to provide tracking by activity line item
and by year of expense. The Authority did not appra financial management policy until
September 27, 2017. There is also a lack of iatezantrol over financial management as one
person was solely responsible for maintaining tfiermation regarding federal grants.

Current Year StatusThe finding will be removed as a financial magagnt policy was adopted
at the end of the prior fiscal year and followedidg the current fiscal year. The tracking of dran
balances is now divided between multiple individuahd is being maintained.

2017-9 — Inventory Management of Equipment Acquldedier Federal Awards

Condition/Finding: The Authority did not maintaan inventory management of equipment
acquired under federal awards (capital assetdjstin

Current Year StatusThe finding has been modified and repeatedagettteral requirements were
met, but the asset listing was not updated or ra@tmhto the Authority’s general ledger.

2017-10 — Procurement Policy

Condition/Finding: The Authority did not adopt aoPurement Policy until September 27, 2017.
Also, the procurements examined did not contaiaragtete history documenting the process.

Current Year Status This finding will be deleted as the Authority ggded the policy and
documents were maintained during the audit yeaarddgg the procurement of the assets
purchased with federal funding.

2017-11 — Single Audit Submission

Condition/Finding: The Authority’s 2016 single audata collection form and reporting package
was not submitted until March 2018; nine monthg gaesrequired deadline.

Current Year StatusThis finding will be removed as the 2017 singielit data collection form
and reporting package was submitted within theireduweadline.
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