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10120 N. Oracte Road
m HEINFELD, MEECH & CO., P.C. Tucson, Arizona 85704

CERTIFIED PUBLIC ACCQOUNTANTS Tel (520) 742-2611
Fax (520) 742-2718

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Henorable Mayor and Members of the City Council
City of Tucson, Arizona

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate discretely presented component units and remaining fund
information of City of Tucson, Arizona as of and for the year ended June 30, 2009 which collectively
comprise City of Tucson, Arizona's basic financial statements and have issued our report thereon
dated December 18, 2009. We did not audit the financial statements of the Housing Partnerships
discretely presented component units, which represent 5%, 1%, and 1%, respectively, of the assets,
net assts, and revenues of the aggregate discretely presented component units and remaining fund
information. Those financial statements were audited by other auditors whose reports thereon have
been furnished to us, and our opinion, insofar as it relates to the amounts included for the Housing
Partnerships discretely presented component units is based on the reports of the other auditors.
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered City of Tucson, Arizona’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City of Tucson, Arizona's internal control over financial reporting. Accordingly,
we do not express an opinion on the effectiveness of the City of Tucson, Arizona's internal control
over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize. record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity's internal control.

Our consideration of internai control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined
above.

TUCSON « PHOIINIX » FLAGSTAFF
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Compliance and Other Matters

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

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

I—I%W. Mau/‘f‘- ¢ (o- ( P(,

HEINFELD, MEECH & CQ., P.C.
Certified Public Accountants

December 18, 2009
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10120 N. Oracle Road
m HEINFELD, MEECH & CO., P.C. Tucson, Arizona 85704

CERTIFIED PUBLIC ACCOUNTANTS Tel (520) 742-2611
Fax (520) 742-2718

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable Mayor and Members of the City Council
City of Tucson, Arizona

Compliance
We have audited the compliance of City of Tucson, Arizona with the types of compliance

requirements described in the U.S. Office of Management and Budget (OMB) Circufar A-133
Compliance Supplementthat are applicable to each of its major federal programs for the year ended
June 30, 2009. City of Tucson, Arizona's maijor federal programs are identified in the summary of
auditors’ resuits section of the accompanying schedule of findings and guestioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of
its major federal programs is the responsibility of City of Tueson, Arizona's management. Our
responsibility is to express an opinion on City of Tucson, Arizona’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular
A-133, Audits of States, | ocal Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance reguirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about City of Tucson, Arizona’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination of City of Tucson, Arizona's compliance with those
reguirements.

In our opinion, City of Tucson, Arizona complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended
June 30, 2009.

Internal Control Over Compiiance

The management of City of Tucson, Arizona is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered City of Tucson,
Arizona's internal control over compiiance with the reguirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion
on the effectiveness of the City of Tucson, Arizona’s internal control over compliance.
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A control deficiency in an entity's internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect noncompliance with a type of compliance requirement
of a federal program on a timely basis. A significant deficiency is a control deficiency, or
combination of control deficiencies, that adversely affects the entity’s ability to administer a federal
program such that there is more than a remote likelihood that noncompliance with a type of
compliance requirement of a federal program that is more than inconsequential will not be prevented
or defected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, the aggregate discretely presented component units and remaining fund
information of City of Tucson, Arizona as of and for the year ended June 30, 2009, and have issued
our report thereon dated December 18, 2009. We did not audit the financial statements of the
Housing Partnerships discretely presented component units, which represent 5%, 1%, and 1%,
respectively, of the assets, net assts, and revenues of the aggregate discretely presented
component units and remaining fund information. Those financial statements were audited by other
auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to
the amounts inciuded for the Housing Partnerships discretely presented component units is based
on the reports of the other auditors. Qur audit was performed for the purpose of forming our
opinions on the financial statements that collectively comprise City of Tucson, Arizona's basic
financial statements. The accompanying schedule of expenditures of federal awards is presented
for purposes of additional analysis as required by OMB Circular A-133 and is not a required part of
the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

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

Hoolald, Mescke s (o BC

HEINFELD, MEECH & CO., P.C.
Certified Public Accountants

March 11, 2010, except for the
Schedule of Expenditures of Federal Awards
for which the date is December 18, 2009
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CITY OF TUCSON, ARIZONA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FISCAL YEAR ENDED JUNE 230, 2009

Federal Grantor !/ Pass-Through Grantor f Program Title

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF NATIONAL DRUG CONTROL POLICY.
Pass through programs from Pima Counly Shenfl's Depariment
High Intensity Drug Trafficking Area
High frtensity Drug Trafficking Area
High Intensity Drug Trafficking Area
High Intensity Drug Trafficking Area
High Intensity Drug Trafficking Area
High Intensity Drug Trafficking Area
High Intensity Drug Traicking Area

TOTAL EXECUTIVE OFFICE OF THE PRESIDENT

DEPARTMENT OF DEFENSE
OFFICE OF ECONOMIC ADJUSTMENT
Commumty Econemic Adustment Assistance for Establishment,
Reahgnment or Closure of Miilary instalahon

TOTAL ALL AGENCIES

Federal

CFDA No.

95 001
95001
95 001
95 001
95 001
95001
95 001

12.607
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Program
Federal And/Or Pasa-Through or Award
Grantor Contract No. Amount Expenditures
HT16-06-0715 3 16868 § 1.151
HT16-06-2110 21670 4853
HT17-07-2110 17,908 9317
HT17-07-1715(CNA) 120,724 34,190
HT17-08-1115 10,158 10.158
HT17.08.1715 114 210 114,205
HT18-08-2110 17 908 10,365
$ 319466 § 184,239
CLO672-08-01 5 144416 5 57,790

§__ 315685068 § 105,151,450



CITY OF TUCSON, ARIZONA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2009

NOTE 1 - BASIS OF PRESENTATION

The Schedule of Expenditures of Federal Awards includes the federal grant activity of City of
Tucson, Arizona and is presented on the modified accrual basis of accounting. The information
in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits
of States, Local Governments, and Non-Profit Qrganizations.

NOTE 2 - CATALOG OF FEDERAL DOMESTIC ASSISTANCE (CFDA) NUMBERS

The program titles and CFDA numbers were obtained from the federal or pass-through grantor
or the 2009 Catalog of Federal Domestic Assistance.

NOTE 3 - NEGATIVE AMOUNTS

The negative amounts presented in the Schedule of Expenditures of Federal Awards for grants
arose from adjustments of cumulative totals of prior year expenditures to the related grant
awards.

NOTE 4 — CLEAN RENEWABLE ENERGY BOND PROGRAM

The City received $7,595,900 of assistance associated with the Clean Renewable Energy Bond
Program administered by the Internal Revenue Service pursuant to the Energy Improvement
and Extension Act of 2008. These tax-credit bonds allow for interest free financing of approved
renewable energy facilities projects. The bonds are payable in equal installments of $584,300
over 13 fiscal years beginning in fiscal year 2010. In fiscal year 2009 the City has utilized
$5,049,681 of the proceeds with the remaining $2,546,600 to be expended in fiscal year 2010.
This assistance is not considered Federal awards in accordance with OMB Circular A-133, and
therefore, is not included in this schedule.
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CITY OF TUCSON, ARIZONA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2009

SECTION | - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:
« Material weakness{es) identified?
¢ Significant deficiency(ies) identified that are not

Unqualified

yes

na

considered to be a material weakness(es)? yes none reported
Noncompliance material to financial statements noted? yes no
Federal Awards
Internal control over major programs:
» Material weakness({es) identified? yes no
« Significant deficiency(ies) identified that are not
considered to be a material weakness({es)? yes none reported
Type of auditors’ report issued on compliance for major
programs: Ungualified
Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of OMB Circular A-1337 yes no
Identification of major programs:
CFDA Numbers Name of Federal Program or Cluster
14.218 Community Development Block Grants/Entitiement Grants
14.850 Public and Indian Housing
14.871 Section 8 Housing Choice Vouchers
Dollar threshold used to distinguish between Type A and Type
B programs: $3,154,544
Auditee qualified as low-risk auditee? X  yes no
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CITY OF TUCSON, ARIZONA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2009

SECTION 1l - FINDINGS RELATED TO FINANCIAL STATEMENTS REPORTED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

None reported.

SECTION IIi - FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS

None reported.
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CITY OF TUCSON, ARIZONA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2009

Status of Federal Award Findings and Questioned Costs

The City had no findings or questioned costs related to federal awards noted in prior audits that
require a status.
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