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INDEPENDENT AUDITORS’ 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

To the Honorable Mayor and City Council
Town of Marana, Arizona

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Town of Marana, Arizona, as of and for the year
ended June 30, 2020, and the related notes to the financial statements, which collectively
comprise the Town of Marana, Arizona’s basic financial statements, and have issued our report
thereon dated December 16, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town of
Marana, Arizona’s internal control over financial reporting (internal control) as a basis for
designing audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Town of Marana, Arizona’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Town of Marana, Arizona’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that have not been identified. We did identify a certain
deficiency in internal control, described in the accompanying schedule of findings as item 2020-
001 that we consider to be a material weakness.
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Compliance and Other Matters

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

Town of Marana, Arizona’s Response to Finding

Town of Marana, Arizona’s response to the finding identified in our audit is described in the
accompanying Corrective Action Plan. Town of Marana, Arizona’s response was not subjected
to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.
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Tempe, Arizona
December 16, 2020



i+1 Henry+Horne
Offering You More

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY THE UNIFORM GUIDANCE

To the Honorable Mayor and Town Council
Town of Marana, Arizona

Report on Compliance for Each Major Federal Program

We have audited Town of Marana, Arizona’'s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the Town of Marana, Arizona’s major federal programs for the year
ended June 30, 2020. The Town of Marana, Arizona’s major federal program is identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned
costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations and the terms and
conditions of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for the Town of Marana, Arizona’s
major federal program based on our audit of the types of compliance requirements referred to
above. 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
the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
the Town of Marana, 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 on compliance for each

major federal program. However, our audit does not provide a legal determination of the Town
of Marana, Arizona’s compliance.
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Opinion on Each Major Federal Program

In our opinion, the Town of Marana, Arizona, complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on its
major federal program for the year ended June 30, 2020.

Report on Internal Control Over Compliance

Management of the Town of Marana, Arizona, is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considered the Town of Marana,
Arizona’s internal control over compliance with the types of requirements that could have a
direct and material effect on the major federal program to determine the auditing procedures
that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance, 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 Town of Marana, Arizona’s internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

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



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

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of
Marana, Arizona, as of and for the year ended June 30, 2020, and the related notes to the
financial statements, which collectively comprise the Town of Marana, Arizona’s basic financial
statements. We issued our report thereon dated December 16, 2020, which contained
unmodified opinions on those financial statements. Our audit was conducted for the purpose of
forming opinions on the financial statements that collectively comprise the basic financial
statements.

The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by the Uniform Guidance and is not a required part of the basic
financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the
basic financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the schedule of expenditures of federal
awards is fairly stated in all material respects in relation to the basic financial statements as a
whole.
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Tempe, Arizona
December 16, 2020






TOWN OF MARANA, ARIZONA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2020

Federal Grantor / CFDA Grantor's
Pass-Through Grantor / Program Title Number Number Expenditures
U.S. Department of Housing and Urban Development
Passed through Pima County
Community Development Block Entitlement Grant Cluster
Community Development Block Grant 2019-2020 14.218 CT.CD.20*215 $ 44,728
Community Development Block Grant 2018-2019 14.218 CT.CD.19*253 5,667
Total Community Development Block Entitlement Grant Cluster 50,395
Total U.S. Department of Housing and Urban Development 50,395
U.S. Department of Justice
Direct Grant
Bulletproof Vest Partnership Program 16.607 JAG-06-135 10,612
Law Enforcement Assistance_Narcotics and Dangerous
Drugs_Laboratory Analysis 16.001  Resolution 2018-076 MOU 7,843
Coronavirus Emergency Supplemental Funding Program 16.034 ACESF-21-49 11,570
Passed through City of Tucson
Edward Byrne Memorial Justice Assistance Grant Program 16.738 DC-20-013 83,701
Passed through Pima County
Equitable Sharing Program 16.922 DC-20-013 1,000,000
Total U.S. Department of Justice 1,113,726
Executive Office of the President, Office of National Drug Control Policy
Passed through Pima County -
High Intensity Drug Trafficking Program 95.001 HT-20-2930 34,492
High Intensity Drug Trafficking Program 95.001 HT-19-2915 87,640
High Intensity Drug Trafficking Program 95.001 HT-18-2807 19,620
Total Executive Office of the President, Office of National Drug Control
Policy 141,752
U.S. Department of Transportation
Federal Aviation Administration
Direct Grant
Airport Improvement Program 20.106 3-04-0058-022-2018 1,675,042
Airport Improvement Program 20.106 3-04-0058-023-2020 17,870
1,692,912
Passed through Governor's Office of Highway Safety-
Highway Safety Cluster
Selective Traffic Enforcement (Step/Speed) 20.616 2018-PTS-033 7,268
Selective Traffic Enforcement (Step/Speed) 20.616 2019-PTS-025 13,043
DUl/Impaired Driving Enforcement 20.616 2019-11-003 36,611
Total Highway Safety Cluster 56,922
Passed through Arizona State Parks and Trails
Highway Planning and Construction Cluster
Recreational Trails Program 20.219 471617 1,418
Total Highway Planning and Construction Cluster 1,418
Total U.S. Department of Transportation 1,751,252
U.S. Department of Agriculture
Passed through Arizona State Parks and Trails
Cooperative Forestry Assistance 10.664 TREE-17-105 1,870

See accompanying notes to the schedule of expenditures of federal awards.



TOWN OF MARANA, ARIZONA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2020

Federal Grantor / CFDA Grantor's
Pass-Through Grantor / Program Title Number Number Expenditures
U.S. Department of Homeland Security
Passed through Arizona Department of Emergency and Military Affairs
Homeland Security Grant Program - Operation Stonegarden 97.067 180422-01 103,945
Homeland Security Grant Program - Operation Stonegarden 97.067 180421-02 53,173
Homeland Security Grant Program - Operation Stonegarden 97.067 170422-02 116,610
Homeland Security Grant Program - Operation Stonegarden 97.067 170422-03 34,660
Total U.S. Department of Homeland Security 308,388
U.S. Department of Treasury
Direct Grant
Exchange of Federal Tax Information with State Tax Agencies 21.004 MOU 800
Passed through State of Arizona Office of the Governor
COVID-19 - Coronavirus Relief Fund 21.019 ERMT-20-057 3,148,411
Total U.S. Department of Treasury 3,149,211
U.S. Environmental Protection Agency
Passed through the Water Infrastructure Finance Authority of Arizona
Clean Water State Revolving Fund Cluster
Capitalization Grants for Clean Water State Revolving Funds 66.458 910176-19 415,945
Drinking Water State Revolving Fund Cluster
Capitalization Grants for Drinking Water State Revolving Funds 66.468 9202993-19 4,016,209
Total U.S. Environmental Protection Agency 4,432,154
Total Expenditures of Federal Awards $ 10,948,748

* Denotes major program

See accompanying notes to the schedule of expenditures of federal awards.



TOWN OF MARANA, ARIZONA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2020

NOTE 1 BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Town of Marana under programs of the federal government for the year ended
June 30, 2020. The information in this schedule is presented in accordance with requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the
Schedule presents only a selected portion of the operations of the Town of Marana, it is not
intended to and does not present the financial position, changes in net position, or cash flows of
the Town of Marana.

NOTE2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A) Expenditures reported on the Schedule are reported on the accrual basis of accounting.
Such expenditures are recognized following the cost principles contained in the Uniform
Guidance and/or OMB Circular A-87, Cost Principles for State, Local, and Indian Tribal
Governments, wherein certain types of expenditures are not allowable or are limited as
to reimbursement.

B) The Town of Marana has not elected to use the 10 percent de minimis indirect cost rate
as allowed under the Uniform Guidance.



20

—
MARANA AZ




TOWN OF MARANA, ARIZONA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2020

SECTION | - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued: Unmodified
Internal control over financial reporting:
o Material weakness(es) identified? X__yes no
o Significant deficiency(ies) identified that are
not considered to be a material weakness(es)? yes X_none reported
Noncompliance material to financial statements noted? yes X_no
Federal Awards
Internal control over major programs:
e Material weakness(es) identified? yes X_no
¢ Significant deficiency(ies) indentified that are
not considered to be a material weakness(es)? yes X_none reported
Type of auditors’ report issued on compliance for each
major program listed below Unmodified
Any audit findings disclosed that are required to be reported
in accordance with 2 CFR section 200.516(a)? yes X_no
Identification of major programs:
CFDA Numbers Name of Federal Program or Cluster
16.922 Equitable Sharing Program
21.019 COVID-19 - Coronavirus Aid, Relief, and
Economic Security Act (CARES Act)
66.468 Capitalization Grants for Drinking Water State Revolving Funds
Dollar threshold used to distinguish between Type A and
Type B programs: $750,000
Auditee qualified as low-risk auditee? yes X__no
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TOWN OF MARANA, ARIZONA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2020

SECTION Il — FINDINGS RELATED TO FINANCIAL STATEMENTS REPORTED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

FINDING: 2020-001: Contributed Capital Assets

CRITERIA

Management is responsible for establishing and maintaining internal controls and designating
individuals who possess suitable skill, knowledge, and experience to execute these controls and
carry out their duties to ensure that all capital contributions are recorded and reported in
accordance with generally accepted accounting principles (GAAP).

CONDITION/CONTEXT

Management reviews and evaluates contributions to determine the proper accounting treatment.
However, the review and evaluation related to one material developer contribution, made in two
separate instances, in a prior fiscal year did not properly identify and capture the value of the
assets being contributed, due to unique circumstances related to that project, resulting in a
material adjustment necessary to properly state the financial statements.

EFFECT

A prior period adjustment was required to properly report the beginning balances for capital
assets and net position for the Business-Type Activities on the Government-Wide Statements
and Proprietary Fund Statements.

CAUSE

For one material developer contribution, in which the entire contributed project was accepted in
two separate instances by Town Council, the Town did not have an effective internal control in
place to properly detect a misstatement by means of a reconciliation between the two separate
Town Council Resolutions and the Internal Cost Analysis of Contributions to the additions of the
capital assets included in the general ledger.

RECOMMENDATION

It is recommended that all assets being contributed by developers and accepted by Town
Council are reviewed and reconciled by the finance department to ensure that all assets are
accurately captured in the Town capital assets.

VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTION

The Town concurs with the finding. See Corrective Action Plan.
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TOWN OF MARANA, ARIZONA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2020

SECTION Il — FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS

None Noted
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The Town of Marana respectfully submits the following corrective action plan for the year
ended June 30, 2020.

Henry & Horne LLP

2055 E. Warner Rd., Suite 101
Tempe, Arizona 85284

Audit period: June 30, 2020

The findings from the June 30, 2020 schedule of findings are discussed below. The
findings are numbered consistently with the numbers assigned in the schedule.

FINDINGS-FINANCIAL STATEMENT AUDIT MATERIAL WEAKNESS
2020-001: Contributed Capital Assets

Condition: Management reviews and evaluates contributions to determine the
proper accounting treatment. However, the review and evaluation
related to one material developer contribution, made in two separate
instances, in a prior fiscal year did not properly identify and capture the
value of the assets being contributed, due to unique circumstances
related to that project, resulting in a material adjustment necessary to
properly state the financial statements.

Corrective Action

Plan: We concur. The Town will update the existing review and evaluation
process to ensure all assets being contributed by developers and
accepted by Town Council agree with the Resolution identifying the
acceptance of the assets.

If there are questions regarding this plan, please contact Yiannis Kalaitzidis, Finance
Director at 520-382-1999.

) )
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Yia{q[ui's Kalaitzidis, Finance Director
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