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CIifton LarsonAllen

INDEPENDENT AUDITORS' REPORT

Director
Arizona Department of Transportation
Phoenix , Arizona

CliftonLarsonAlien LLP
CLAconnect.oom

Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities and each major
fund of the Maricopa County Regional Area Road Fund, a special revenue fund of the Arizona
Department of Transportation, as of and for the year ended June 30, 2014, and the related notes to the
financial statements, which collectively comprise the entity's basic financial statements as listed in the
table of contents .

Management's Responsibility for the Financial Statements

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

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors' judgment, including the
assessment of the risks of material misstatement of the financial statements , whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity 's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

Opinions
In our opinion, the financial statements referred to above present fairly , in all material respects , the
respective financial position of the governmental activities and each major fund of the Maricopa County
Regional Area Road Fund of the Arizona Department of Transportation as of June 30, 2014, and the
respective changes in financial position for the year then ended in accordance with accounting
principles generally accepted in the United States of America .
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 3 through 7 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Regarding Stand-Alone Report

As discussed in Note 1, the financial statements of the Maricopa County Regional Area Road Fund are
intended to present the financial position, and the changes in financial position of only that portion of
the governmental activities and the major fund of the Arizona Department of Transportation, that is
attributable to the Maricopa County Regional Area Road Fund. They do not purport to, and do not,
present fairly the financial position of the Arizona Department of Transportation, as of June 30, 2014,
and the changes in its financial position for the year ended in conformity with accounting principles
generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we will issue our report on our consideration of the
Maricopa County Regional Area Road Fund's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters at a future date. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Maricopa County Regional Area Road Fund's internal control over financial reporting and compliance.

~~LL?
Phoenix, Arizona
December 18, 2014
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Arizona Depar tment of Transportation
Maricopa County Regional Area Road Fund

Management's Discussion and Analysis
June 30, 20 14

As management of the Arizona Depa rtment of Transportation , Maricopa County Regiona l Area Road
Fund (Fund), we offe r reader s of the Fund's financial st atements thi s narrative ove rview and anal ysis
of the finan cial activitie s of the Fund for the fiscal year ended June 30, 2014 . We en cou rage reader s
to co nside r the information pre sen ted he re in conjunction with t he Fund's financia l stat ements and
th e accompanying not es to th e basic financial sta tements .

Financial Highlights

• The assets of th e Fund at th e close of the fiscal year were $545,343,626 co mpared to
$601,5 42,927 for fisca l year 2013 , a de crease of $56,199,301 (or 9.3 percen t) . The de crea se in
asset s is due to the restriction of cas h on de posit wit h the Stat e Trea sure r and aid due from t he
us Government.

• For fiscal year 20 14, t he Fund distributed $253,593,283 of ca pita l assets to the Arizona
Depa rtment of Transportation, compared to $390,82 1,142 for fiscal year 2013, a decrease of
$137,227,859 (or 35. 1 percent ). The de crease is attri but a ble t o t he American Recovery and
Reinvestment Act (ARRA) const ruct ion pro jects th at a re nearing complet ion.

• Marico pa County Transportat ion Excise Tax collect ions totaled $365.6 million , an increa se of 7.0
pe rce nt compared to fiscal yea r 2013 of $341.6 million and 0.3 percent ab ove the estimate .
Howeve r, th e Transportation Excise Tax distributed to the Fund was $243,786,442 co mpared to
$227,800,355 for fiscal yea r 2013, an increase of $15,986,087 (or 7.0 percent). The moderate
increase of the t ransporta t ion excise tax revenu es and distributions a re attribut ab le to growt h in
retai l sales, co nt ract ing and t he rest au rant and ba r secto r. Even th ough Maricopa County
con tinues to ha ve pe rsistent high unemployment an d slow job growth, the economy has
con tinu ed to imp rove but at a slow er t han normal rate .

Overview of the Financ ial Stat ements

This discussion and ana lysis is intended to serve as an introduction of t he Fund' s basic financial
stat ements . The Fund's bas ic fina ncial stateme nts consist of t hree components: 1) govern ment-wide
finan cial st atements, 2) fund financia l sta tements , an d 3) notes to finan cial sta teme nts.

Government-wide Financial Statements The govem ment-wlde financial st atements are designed to
present an ove rall picture of t he financia l position of t he Fund . These statements consist of t he
statement of net positio n and the sta tement of act ivities and a re prepare d using the accrual basis of
account ing, wh ich is sim il ar to t he account ing used by most private-sector compan ies. All of t he
current year's revenues and expen se s a re taken into acco unt regard less of when cas h is received or
paid.

The sta tement of net posit ion combines and consolidates th e Fund's current finan cial resources with
ca pital assets an d long-te rm obligations. This statement includes a ll of th e Fund's assets an d
li abilities . The net posit ion is t he difference be tween t he Fund' s assets an d liabilit ies, an d represents
one mea sure of t he Fund's finan cial health .

2014Annual Financial Report
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Arizona Department ofTransportation
Maricopa County Regional Area Road Fund

Management's Discussion and Analysis (continued)
June 30, 20 14

The statement of act ivit ies focuses on both th e gross and net cost of various activities; t he Fund' s
general tax and ot her reve nues pay these costs . This statement summarizes th e cost of providing
specific Fund services, an d includes all current yea r reve nues and expenses . The Fund's basic se rvices
are reported he re . Taxes and fede ral grants fina nce most of t hese ac tivitie s.

Fund Financial Statements The Fund's activi ties are reported as governmental funds . Repo rt ing fo r
these funds focuses on how fina ncia l resources flow into and o ut of the funds, and t he a mounts
remain ing at yea r-end fo r futu re spe nding. Governmental fu nds are accounted fo r using t he
modi fied accrua l basis of accou nting, which measu re s cas h an d other assets t hat can be read ily
converted to cash . The governmenta l fund state me nts pro vide a detailed short-term view of t he
Fund's genera l govern menta l o perat ions and t he basic se rvices it provides. This information sho uld
help dete rmine whether th e re a re more o r le ss curre nt financial resource s ava ilab le for t he Fund's
programs. The recon ciliat ion fo llowing t he fund fina ncia l state me nts exp lains t he differe nces
between the gove rnment ' s act ivit ies, re po rte d in t he governme nt -wide statement of activit ies, and
the govern me nta l funds.

The Fund ma inta ins three individ ual governmental sub-funds. Info rmat io n is presented sepa rately in
the governmenta l funds bala nce she et and the governmental funds stat e me nt of reve nues,
expenditures, and cha nge s in fu nd balances fo r t he Special Reven ue Fund, Debt Se rvice Fund, and
Capital Projects Fund, all of which are considered to be major fu nds .

Notes to Financial Statements The notes provide additional information that is essential to a fu ll
und erstand ing of t he data prov ided in t he gove rnment -wide a nd fund financial st ate me nts. The
notes to the financial statements can be found beginning on page 14 of this report .

Government-wide Financial Analy sis

As noted ea rlier, net positio n may se rve ove r time as a useful indicator of the Fund's fina ncia l hea lth.
The following tab les and ana lysis d iscuss th e financial position and changes to financia l pos itio n fo r
the Fund as a whole as of and for t he fisca l year ended June 3D, 201 4.

2014Annual Financial Report
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Arizona Departmen t of Trans portat ion
Maricopa County Regiona l Area Road Fund

Mana gem ent' s Discussion and Analysis (con tinued)
June 30, 20 14

The following table ref lect s the statement of net posit ion as of June 30:

Governmenta l Act ivities

2014 2013

Assets:

Receivables:

Other, net of allowa nce for doubtful accou nts

Due from USGovernment for reimbursable costs

Deferred charges

Restri cted cash on deposit w ith the State Treasurer

Total assets

liabilit ies:

Accrued payroll and ot her accrued expenses

Contrac ts and retainage payable

Non-current liab ilities :

Due w ithin one year

Due in more than one year

Tota l liabilities

Net positi on:

Unrestricted

Net posit ion

$ 295,115 $ 579,016

6,444,604 26,260,050

4,696,287

538,603,907 570,007,574

545,343,626 601,542,927

58,235 47,986

23,782,591 46,493,992

68,434,517 65,637,152

966,326,036 1,050,688,139

1,058,601,379 1,162,867,269

<513,257,753> <561,324,342>

$ <513,257,753> $ <561,324,342>

The purpose of the Fund is to provide a funding source for t he const ruction of new freeways and
ot her ro utes, improvements to exist ing freeways and othe r ro utes, and improve men ts to the arterial

st reet syste m in Maricopa County. To be able to construct these roads, th e Fund collects excise taxes
and issues bonds. The tota l assets of the Fund were $545.3 million, wh ile th e liab ilities we re $1.1
bil lion, resu lt ing in a negati ve net positi on of <$513.3> mill io n. The decrease in negat ive net positi on
fr om f iscal year 2013 was due to the payment of the liabili ties on th e Transpor tat ion Excise Tax
Revenue Bond s and the payment for const ruct ion projects . The Fund distr ibutes all capital assets to

t he Department of Transportati on when t he Fund comes into possession of capital assets. As a
result , the net position of t he Fund w ill typically be a def icit w henever there are bond s outstand ing.

20 14Annual Financial Report
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Arizona Depar tment of Trans portat ion
Maricopa County Regional Area Road Fund

Management' s Discuss ion and Analysis (continued)
June 30, 20 14

The fo ll owing conde nsed financial info rma tion was deri ve d from the gcv e m rne nt-wlde Stat e me nt of
Act ivities and reflect s how th e Fund's net position has changed duri ng the yea r:

Governmenta l Activities

2014 2013

Revenues:

Progra m reven ues:

Capital grants a nd contribut ions

Ge nera l reven ues:
Tran sport at ion excise ta xes

Interest Incom e

Rental inco me

Other

To tal reve nues

Expenses:
Administ rat ion

Highway

Distributio ns to ot he r state agenci es
Interest on long-term de bt

Bond issuance costs

To tal expe nses

Cha nges in net position

Net position - July 1

Net pos it ion - June 30

$ 135,336,790 $ 206,442,657

243,786,442 227,800,355

5,042,758 5,123,732

1,383,197 1,089,604

1,579,132 1,179,283

387,128,3 19 441,635,631

348,443 352,918

5,476,567 3,016,620

290,577,428 461,206,783
38,354,361 41,087,561

4,304,931

339,061,730 505,663,88 2

48,066,589 <64,028,251>

<561,324,342> <497,296,091>

$ <513,257,753> $ <561,324,342>

The total reve nues of t he Fund we re $387. 1 million, while th e expenses we re $339.1 mill ion ,
resulting in the cha nge in net posit ion of 48 .1 million. The decrease in reven ues in fiscal year 201 4
we re th e result of using fede ra l fund ing on a sma lle r percentage of Mari copa County pro jects,
thereby de creasing the capita l grants and con tribution s. The decrease in int e res t income wa s from a
decrease in inve sted proceeds of th e Tran spor tati on Excise Tax Re venue Bonds.

The decrease in e xpen se s of $166 .6 milli on (o r 32.9 pe rcen t) was due directly to the decrease in
payme nts to ot he r sta te agencies.

Non-Current liabilities (See Note 4 to the financial statements for additional information):

The Fund ' s non-current lia bilitie s as of June 30, 2014, a mount to $1.0 billi on, a dec rease of $81.5
million from t he previous fisca l yea r. The decrea se in the Fund's bonded indebtedness was du e to a

ne w Tra nsportat ion Excise Tax Revenue Bond issua nce during fisca l year 2013 . The dec rease in
adva nces and notes payab le in governme nta l act ivities was du e to ad va nce s from t he City of Mesa to

2014Annual Financial Report
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Arizona Department ofTranspo r tation
Maricopa County Regional Area Road Fund

Management's Discussion and Analysis (continued)
June 30, 2014

accelerate projects in the Five-Year Transportation Facilities Construction Program in tandem wi th

the City of Phoenix being repaid for amounts that were due with in fiscal year 2013.

20 14 2013

867,375 ,000 $ 925 ,975,000

77,276,111 84,301,212

944,651,111 1,010,276,212

244,260 233,402

89 ,865 ,182 105 ,815,677

1,034,760,553 $ 1,116,325,291

Total bonds

Compensated absences

Advances a nd notes paya ble

Total $
~~~~~

Governmental Activities:

Bonds:

Transportatio n Excise Ta x

Revenue Bonds $
Prem ium on bonds

All bonds outstanding as of June 30, 2014, are scheduled to mature on various dates, but not later

than July 1, 2025. The bonds are obligations of the Transportation Board of the State of Arizona

Department of Transportation (Transportation Board) and are not obl igations ofthe State of Arizona.

The Department's Transportation Excise Tax Revenue Bonds are rated AA+/Aal by Standard & Poor's

Ratings Serv ices and Moody's Investors Service, respective ly.

Requests for Information

This f inancial report is designed to provide our citizens, taxpayers, customers, investors, and

cred itors with an overview of the Fund's finances. Questions concerning any of the information

provided in this report or requests for additional f inancial informati on shou ld be addressed to the
Cont ro ller, Arizona Department of Transportation, 206 S. 17'h Avenue, Phoenix, Arizona, 85007, or by

visiting our web site at:

http://www.azdot .govIabout/Financia IMa nagementServices/transportatio n-fund inglregi ona I-area

road-fund.

2014 Annual Financial Report
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Arizona Department of Transportat ion

Maricopa County Regional Area Road Fund

Statement of Net Posit ion

June 30, 2014

Assets

Receivables:

Other

Due from u.s.Government for reimbursable costs
Restricted cash on deposit wi t h the State Treasurer

Total assets

Liabilities

Accrued payroll and ot her accrued expenses

Cont ract s and reta inage payab le
Non-curren t liabilit ies (Not e 4) :

Due wit hin one year
Due in more tha n one year

Total liabi l ities

$

Exhibit 1

295,115
6,444 ,604

538 ,603,907
545,343,626

58,235
23,782,591

68,434,517
966,326,036

1,058,601 ,379

Net position (deficit)

Restricted
Unrestr icted

Net posit ion

The notes to the f inancial statem ents are an integral part of this statem ent.

8
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Arizona Department of Transportation
Mari copa County Regional Area Road Fund

Sta tem ent of Activ itie s

For the fisca l year ended June 30, 2014

Exhib it 2

Functions/Programs

Governmental Activities:

Administ ration

Highway

Dist ribu tions to other sta te agencies

Interest on long-term debt

Bond Issuance Costs

Tot al govern mental activities

Program Revenues

Charges fo r Operating Grants an d Capita l Grants and Net <Expenses>

Expenses Services Contributions Contributions Revenues

$ 348,443 $ $ $ $ <348,443>

5,476,567 135,336,790 129,860,2 23

290,577,428 <290,577,428>

38,35 4,361 <38,354,361>
4,304,931 <4,304,931>

$ 339,0 61,730 $ $ $ 135,336,790 <203,724,940>

General revenues:

Transportation excise t axes (Note 6)

Interest Income

Rental incom e
Othe r

Tot a l general reve nues

Chan ge in net posit io n
Net positio n - July 1

Net positio n - June 30

The notes to the financial statemen ts are on integral port a/this statemen t.

2014 Annual Financial Rep ort
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Arizona Depa rtment of Transportation

Maricopa County Regional Area Road Fund

Balance Sheet - Covemmentat Funds

June 30, 2014

Exhibi t 3

Special Debt Capital

Revenue Service Projects

Fund Fund Fund Total

Assets

Receivables:

Other s 295,115 s $ $ 295,115

Amounts due from u.s. Governm ent 6,444,604 6,444,604

Restricted cash on deposit with the
State Treasur er 508,463,636 89,813 30,050,458 538,603,907

Total assets s 515,203,355 s 89,813 $ 30,050,458 $ 545,343,626

Liab ilit ies and fund balances

Liabilit ies:

Accrued payroll and oth er accrued

expenditures s 58,235 s $ $ 58,235

Contracts and retainage payable 23,782,59 1 23,782,59 1

Total liabilities 23,8 40,826 23,8 40,826

Fund balances:

Rest ricted 508,463,636 89,813 30,050,458 538,603,907

Unrestr icted deficit <23,801,107> <23,801,107>
Committed 6,700,000 6,700,000

Total fund balances 49 1,362,529 89,813 30,050,458 521,502,800

Total liabilities and fund balances s 515,203,355 $ 89,813 $ 30,050,458 $ 545,343,626

The notes to the financial statements are on integral part of this statement.

2014 Annual Financial Report
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Arizona Department of Trans portation

Maricopa County Regional Area Road Fun d

Reconciliation of th e Bala nce Sheet of Governmental Funds

to the Sta tement of Net Position

June 30. 2014

Total fund belances • govermental fund s (Exhibit 3)

Amount s reported for governmental activities in the Stat ement of Net

Positio n (Exhibit 1) are different because:

Long-t e rm liabilities, including bond s payable, net of issuance costs are not due a nd

payable in the curre nt period and, therefore, are not reported in
the fund s (Note 3 AI).

Net positon of governmental activities (Exhibit I)

The notes to the financial statem ents are an integral part of this statem ent.

20 14 Annual Finan cial Report
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Exhibit 4

Arizon a Depa rt me nt of Transporta tion

Mari copa County Region al Area Road Fund

Statem en t of Revenu es, Expenditu res a nd Chang es in Fund Balances

Governm ental Funds

For the fiscal yea r ende d June 30, 20 14

Spetia l Debt Capital

Revenue Service Projects

Fund Fund Fund Total

Revenues:

Transporta tion excise taxes (Note 6) s 243,786,442 $ s $ 243,786,442

Federal grants and re imburseme nts (Note 8) 134,735,136 134,735,136

Reimbursements from Arizona counti es

and cities 601,654 601,654

Interest income 4,D46,454 367,538 628,766 5,042,75 8

Rental inco me 1,383,197 1,383.197
Other 1,579,132 1,579,132

Tota l revenues 386,132,015 367,538 628,766 387,128,319

Expenditures:

Current:

Administrat ion 269,467 25,427 42,691 337,585

Highway ~5,210 945,2 10

Distributions to other state agencies (Not e 5) 215,064,136 80,044,649 295,108,785

Debt Service :

Principa l 45,080,751 58,600,000 103,680,751

Inte rest 44,988,106 44,988,106

Bond issuanc e costs

Tota l expenditures 261,359,564 103,613,533 80,087,340 445,060,437

Excess <deficiency> of revenu es

over <under> expenditure s 124,772,451 <103,245,996> <79,458,574> <57,932,119>

other financing sources <uses>:

Transf ers in 103,252,009 103,252,009

Trans fe rs ou t for deb t service <103,252,009> <103,252 ,009>

Debt issuance 29,130,257 29,130,257

Premium from debt issuance

Sale of capital ass ets

Tota l oth er financing <uses> sources <74,121,752> 103,252,009 29,130,257

Net change in fun d balances 50,550,599 5,013 <79,458,57 4> <28,801,862>

Fund balances - July 1 440,711,830 83,800 109,509,032 550,304 ,662

Fund balances - June 30 s 491,362,529 $ 89,813 s 30,050,458 s 521,502,800

The notes to the finanCial statem ents are an integral part of this stat ement.

201 4 Annual Fina ncial Report
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Arizona Department of Trans portat ion

Marico pa County Regional Area Road Fund

Reconciliation of the Statement of Revenues.

Expenditures an d Changes in Fund Balances of Governmental Fun ds

to the Sta tement of Activit ies

For t he fisca l year ended June 30, 2014

Net cha nge in fund balances - total governmental fun ds (Exhibit 4)

Amounts reported for governmental activities in the Statement of Activities (Exhibit 2)

are differen t because:

Bond proceeds provide current financial resources to governmental funds.

However, issuing debt increases long-ter m liabili t ies in the statement

of net position . Governmental fund s rep ort the effect of issuance costs,

prem iums, discounts, and simila r items when the debt is first issued,

wher eas these amounts are deferred and amortized in t he statement

of activit ies (Note 3 Bl).

Repayment of long-term debt is reported as an expenditure in gove rnm enta l

funds, but t he repayment reduces long-term liabilities in t he stat ement of

ne t position (Note 3 B1).
Some it ems reported in t he stat ement of activities do not require the use of

current financial resources and, t herefore, are not reported as expenditures

in governmental fund s (Note 3 B2).

Cha nge in net position of gove rnmenta l activities {Exhibit 2J

The notes to the financial statements are an integral part of this statement.

20 14 Annual Financial Rep ort
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Ar izona Department ofTransportation
Maricopa County Regional Area Road Fund

Notes to Financial Statements
June 30, 2014

NOTE I-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Ma ricopa County Regional Area Road Fund (Fund) is a part of the Ar izona Department of
Transpor tati on (Depart ment) and is not a legally separate enti ty . The Fund was established und er
Tit le 28, Chapter 17, Article 1 of th e Arizona Revi sed Statutes. The Fund has no componen t uni t s.
The Director of th e Department serves as th e Chief Admi nistrative Officer and is direct ly respon sible
to t he governo r. The governor appoint s a seven-member Transportation Board of th e State of
Arizona Department of Transportati on (Transportation Board) w hich has respon sibility for
establishing a complete system of state highway rou tes and approving all highway const ruct ion
contracts.

The Fund is responsible for funding the const ruct ion and distr ibution of assets to the Department by
issuing reven ue bond s and by the collect ion of an excise tax. The Fund cooperates w it h various
governmenta l entit ies w it hin Ma ricopa County in the construction and maint enance of roads.

The f inancial statements present only the funds comprising t he Fund and are not intended to
present fairly the f inancial posit ion or result s of operati o ns of the Department. The account ing
policies of the Department conform to generally accepted accounting pr incip les in the United States
of America (GAAP) as applicable to govern mental un it s.

B. Government-wide and Fund Financ ial Statements

The govern ment-w ide fi nancial statements [i.e., th e statement of net position and t he statemen t of
acti vities ) report inform ation on all of t he act ivit ies of the reporting entity . For the most part , t he
effect of interfund act iv ity has been removed from these statements. Government al activit ies
no rmally are support ed by federal reimbursement, t axes, and inte rgovernment al reven ues.

The Statement of Net Position pre sents the report ing ent it y's assets and liabili t ies, w it h t he
difference repo rted as net posit ion .

Restricted ne t position resul t w hen const raints placed on asset use are eit her externally imposed by

cre ditors, grantors, cont ributors, and th e like, or imposed by law through const itut ional prov isions
or enabling legislation .

The Statement of Activ ities demonst rates the degree to w hich t he direct expenses of a given
fun ction are offset by pr ogram revenues. Direct expenses are t hose t hat are clear ly identified w it h a
specif ic functi on. Program revenues include : 1) charges to customers or applicants w ho purchase,
use, or direct ly benef it f rom goods, serv ices, or privileges provided by a given funct ion and 2) grants

and contribution s that are restricted to meet ing th e o perat ional or capital requirem ents of a
part icular fun ct ion . Taxes and other items not prop erly included among program revenu es are
reported instead as general revenues.
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Ar izona Department ofTransportatio n
Maricopa County Regional Area Road Fund
Notes to Financial Statements (cont inued)

June 30, 2014

NOTE I-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fund Financial Statements

M ajor individual gove rnme ntal funds are reported as separate colu mns in t he fund f inancial
state ments.

C. Measurement Focus, Basis of Accounting, and Financi al Statement Presentation

The governme nt -w ide f inancial stat ements are reported using th e economic resources measurement
focus and t he accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when t he liabili ty is incurred, regardl ess of th e timing of related cash f lows . Transpor tat io n
excise taxes are recogn ized as revenu es in t he year they are levied.

Governmenta l fund fi nancial sta tements are reported using th e current finan cial resources
measurement focus and t he modified accrual basis of accounting. Revenues are recog nized as soon
as they are bo th measurable and available. Revenues are considered to be available w hen th ey are
collect ible w it hin the current period or soon enough thereaft er to pay liabil it ies of the curr ent
peri od. For this purpose, the Fund considers revenue s to be available if t hey are collect ed w it hin 60

days of t he end of the f iscal year (e.g. federal revenue reimbursements and transportati on excise
t axes.) Expendi t ures generally are record ed when a liab ilit y is incurred as under accrua l accoun t ing.
However, debt serv ice expenditu res, as well as expend itu res related to compensated absences and
clai ms and j udgm ents, are recorded only when payment is due and payable.

Financial Statement Presentation

The Fund rep orts the follow ing major governmenta l funds:

The Special Revenue Fund receives a portion of th e M arico pa County transport ati on
excise tax monies collected by t he Arizona Departmen t of Revenue. These monies are
expended for the const ruct ion of new freeways and other rout es, improvements to
existin g freeways and other rou tes, and improvements to t he arterial st reet system,
which are included in the Ma ricopa County Region al Transportation Plan, after the

mont hly debt service requirem ents are full y sati sf ied.

The Debt Service Fund adm ini ste rs the payment of pr incipal and int erest on all bond s

outstanding under the bond resolu tions.

The Capitol Projects Fund administers the use of th e net pro ceeds of any bonds issued
pursuant to the bond resolutions. The bond proceeds are applied t o the payment of

certain bon d related expendit ures and construct io n expenditures.
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Arizona Department ofTransportation
Maricopa County Regional Area Road Fund
Notes to Financial Statements (continued)

June30, 2014

NOTE I-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Amounts reported as program revenues include: 1) charges for services, 2) operating grants and
contributions, and 3) capital grants and con tributions. Internally-dedicated resou rces are reported
as general revenues rather than program revenues. likew ise, general revenues include all taxes .

When both restricted and unre stricted resources are available for use, the Fund genera lly expends
the restricted resou rces f irst , and th en unrestricted resources, as they are needed to maintain
appropriate cash balances and f inance the construc tion program.

The expend itures of the Fund are not governed by appropriations of the state legislature, and
therefore, are not subject to the limit at ion s of a legally adopted budget.

The Transportation Board annua lly approves the Five-Year Transport at ion Facilities Construction
Program for t he Special Revenue and Capita l Projects Funds. Thi s program lists all planned
con struction projects fo r the next f ive years and the related program budget . Debt service payments
are made in accordance wit h the requirements under the relevant bond resolutions.

D. Assets, liabilities, and Net Position

Deposits andInvestments

The Fund' s cash includes bank accounts and deposits with the State Treasurer for poo led
investments. All investments are carried in t he name of the State of Arizona . State statutes require

the State Treasurer to invest t hese pooled funds in collateralized t ime certifi cate s of depo sit ,
repurchase agreemen ts, obl igations of t he u.s. Government, and other perm itted inve stments. All
investments are carried at fair value . These balances are not subject to Governmenta l Accoun ting
Standards Board (GASB) State ment No.3, Deposits with Financial Institutions, Investments (including
Repurchase Agreements), and Reverse Repurchase Agreements, and GASB Statement No. 40,
Deposit and Investment Risk Disclosures - an amendment of GASB Statement No.3, classificat ion
because they are included in th e state's investment pool.

The investment poo l is not required to register (and is not registered) with t he Securit ies and

Exchange Comm ission under t he 1940 Investment Advi sors Act. The acti vity and performance of th e
pool is reviewed mont hly by t he St ate Board of Investment in accordance with ARS §35- 311. The fa ir
value of investments is measur ed on a month ly basis. Participant shares are purchased and sold

based on the Net Asset Value (NAV) of t he shares. The NAV is determined by div iding the fa ir value
of the portfolio by the tota l shares outstanding. The State Treasurer doe s not contract w it h an
o utside insurer in order to guarantee t he value of the portfoli o or the pri ce of shares redeemed . As
of June 30, 2014, the State's investment pool 2, pool 3, and pool 4 were not rated. The we ighted

average maturity at year end for invest ment pool 2 wa s 5.76 years while for investment pool 3 it
was 4.46 years, and for investm ent poo l 4 it was 6.61 year s.
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Arizona Department of Transportation
Maricopa County Regional Area Road Fund
Notes to Financial Statements (continued)

June 30, 2014

NOTE I-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

State statutes require the Sta te Treasurer to mai ntain separate investment accounts fo r the po rtion
of the Maricopa Regional Area Road Fund Bond Proceeds relating to the Transportation Excise Tax
Revenue Bond issues. These funds may be inve sted by the State Tre asure r in the state's investment
pool.

The Fund's invest me nts are included in t he state inve stme nt pool and these investments are not
show n in the Fund's name. From t he perspe ctive of t he Fund , the pool funct ions as both a cas h
management poo l and a dema nd deposit account . The re fo re, the Fund presents its equity in t he
inte rna l pool as req uire d in GASB Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, and carries the investments at amortized cost, which
approximates fa ir value .

The Fund has restricted cash fo r payment of capita l projects an d for future debt service payment s.

Receivables and Payables

Outstand ing balances between the Fund, the Department and Arizona count ies, cities, and other state
agencies are reported as other receivables. The balance due from the USGovernment are reimbursab le costs.

Note s re ceivable re pre se nt s loa ns made to pa rties who purchased assets previously owned by th e
Fund for highway const ruct io n purposes .

Restricted Net Position

Procee ds of the Fun d's governmenta l revenue bonds are classified as re stricted on the bala nce
sheet be cau se they are ma inta ined in se parate bank acco unts an d their use is limited by applica ble
bond cove nants or state statu te s. The debt se rvice fun d is used to report the re sou rces set aside fo r
payment of futu re debt service payments . The revenue bonds proceeds are deposited in t he capita l
projects fund fo r t he cost of de sign, right-of-way purchase, or co nst ruct io n of ce rta in freeways and
ro utes with in Ma ricopa County.

Capital Assets

When the Fun d comes int o possession of capital assets, t he as sets are dist ributed to the Arizona
Department of Tra nsportati on .

tong-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligat ions are reported as
liabilities. Bond premiums and discounts are deferred and amortized using the st raight line method. Bonds
payable are reported net of the applicable bond premium or discount . Bond issuance cost s are expensed as
incurred as per GASB State ment No. 65 which was implemented in the current fiscal year. The provisions of
GASB 65 are required to be applied retroactively. Therefore, net assets as of June 30, 2013 would have
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Ar izona Department ofTransportatio n
Maricopa County Regional Area Road Fund
Notes to Financial Statements (cont inued)

June 30, 2014

NOTE I-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

been re-stated to $4.7 million in 2013 and $4.3 million in 2014. However, the Depart ment's
ado ption of GASB 65 was not material to the f inancial statements for the governme ntal act ivit ies.
Oth er long-term obligat ions also include amounts that ot her governmenta l ent it ies advance the

Fund for highway road const ruct ion pr ojects. Other lon g-t erm obligations also include amou nts t hat
o ther governmental entities advanced to the Fund for highway road const ruct ion proje cts.

In t he fu nd fi nancial state ments, governme nta l fund types recognize bond premiu ms and discount s,
as we ll as issuance cost s, during th e current period . The face amount of the debt issued is report ed
as oth er f inan cing sources. Premiums received on debt issuances are reported as ot her f inancing
so urces wh ile discounts on debt issuances are reported as other fi nancing uses. Issuance costs,
whet her or not w it hheld from the actual debt pro ceeds received, are reported as debt serv ice

expen ditures. Advances fr om oth er governmenta l entities are recorded as debt issuance in other
fi nancing sources.

Compensated Absences

It is the Department 's policy to permit employees to accumulate earned but unused sick leave and
vacation benefit s. There is no liability for unpaid accum ulated sick leave. All vacat ion pay is accrued

w hen incurred in the proprieta ry fund financial stat ements . A liabili ty fo r t hese amou nt s is reported
as non-current liabilities.

Effect ive July 1, 1998, state employees are eligible to receive payment for an accumu lated sick leave
balance of 500 hours or more w it h a maximum of 1,500 hours, upon retirement direct ly from state
service. The benef it value is calculated by takin g the state hourl y rate of pay at the reti rement date,
mult iplied by t he number of sick hou rs at th e reti rement date, ti mes the elig ibil it y percentage. The
eligibility percentage varies based upon t he number of accumulated sick hours f rom 25 percent fo r
SOD hours to a maximum of 50 percent for 1,500 hours. The maximu m benef it value is $30,000. The
benefit is paid out in annu al installment s over t hree years. The Ret iree Accumu lated Sick leave Fund
is account ed for on t he State's fi nancial statements as an Intern al Service Fund.

Employees are allowed to accumulate up to 240 hou rs of vacat ion leave (320 hours for uncovere d
employees) which is paid w hen vacat ion is taken or upon terminati on of empl oym ent at the
individual's t hen-current rate of pay.

Net Position/Fund Balance

The difference between assets and liabilities is " Net Posit ion " on the governmen t-wide state me nts
and "Fund Balance" on th e govern menta l fund statements.

Fund Balances

Fund balances for gove rnmenta l funds may be classified as non spend able, restr icted, committed,

assigned, or unassigned in t he f und financial statements. Nonspendable fund balance descri bes t hat
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Arizona Department ofTransportation
Maricopa County Regional Area Road Fund
Notes to Financial Statements (continued)

June30, 2014

NOTE I-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

portion of fund balance that cannot be spent because of it s form; restricted fund balance descri bes
that portion of fund balance t hat refl ects resources that are subject to externally enforceab le legal
restrictions; committed fund balance describes that portion which has self-imposed limi tations;
assigned fund balance describes t hat portion of fund balan ce that reflects a governments' intended
use of resources; and unassigned fu nd balance represents net resources in excess of what can
properly be classified in one of th e other categories.

The State applies restricted resources f irst when expenditures are incurred for purposes for which
either restricted or unrestricted (committed, assigned, and unassigned) amounts are available.
Similarly, w ith in unrestricted fu nd balance, comm itted amounts are reduced f irst fo llowed by
assigned, and then unassigned amounts when expenditures are incurred for purpose s for which
amo unts in any of the unrestricted fund balance classifications could be used.

E. Revenues and Expenditures/Expenses

Other Financing Sources <Uses>

Other financing sources are addit ion s to th e governmental fund balances in the fund f inancial
statements and include resources and f inancing provide d by bond issuance, sale of capital assets,
and t ransfers f rom other funds. Other f inancing uses are red uctions of governmenta l fund resources
in fund f inanc ial statements normally result ing from transfers to other funds.

NOTE 2-STEWAROSHIP, COMPLIANCE, AND ACCOUNTABILITY

The expen ses of t he Fund are not governed by appropriations of the state legislature and th erefore
are not subject to t he limitat ions of a legally adop ted budget.

NOTE 3-RECONCllIATION OF GOVERNMENT·WIDE AND FUND FINANCIAL STATEMENTS

A. Explanations of Reconciling Items of the Balance Sheet of Governmental Funds to the
Statement of Net Position

The governmental funds Balance Sheet includes reconciliation between total fund balances 
governmental funds and net posit ion of governmental activities as reported on t he governmen t 

wide Statement of Net Posit ion . The foll owing explanations are necessary to clarify these
differences between the governmental fund Balance Sheet and the government-wide Statement of
Net Positi on :

1. l ong-term liabilities, including bonds payable , are not due and payable in the current period
and are not reported in the curren t period on the fund statements . The detail fo r t he
differen ce is as fol lows:
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Ar izona Department ofTransportation
Maricopa County Regional Area Road Fund
Notes to Financial Statements (cont inued)

June 30, 2014

NOTE 3-RECONCllIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (continued)

Long-term li abi Iit ies
Debtobligati on
Premium on debt
Compensated absences
Intergovernmental advance

s

s

<867,375,000>
<77,276,111>

<244,260>
<89,865,182>

<1,034,760,553>

B. Explanations of Reconciling Items of the Statement of Revenues, Expenditures, and Changes in

Fund Balances of Governmental Funds to the Statement of Activities

The gov ern menta l fu nds Stat ement of Reven ues, Expenditures, an d Changes in Fund Balances

includes a reconcili ation betw een net change in fund balances - total govern menta l funds and

changes in net pos ition of governme nta l act iv ities as report ed on t he government-wide Stateme nt

of Activities. The follow ing explanatio ns are necessary t o clarify these differences betw een t he

govern mental fund Sta tement of Revenues, Expend it ures, and Changes in Fund Balances and t he

govern ment -w ide Sta tement of Act iv it ies:

1. The issuance of lon g-term debt (e.g. bonds) provides cur rent f ina ncia l resources to

govern me nta l f unds, w hi le t he repayment of princip al of long-t erm debt consumes curr ent

f inancia l resources of the governmenta l funds. Ne it her transaction, however, has any effec t

on net pos it ion . Also, t he govern ment report s t he effect of bond issuance cost s, prem iums,

discount s, and similar item s w hen debt is f irst issued, w hereas these am ounts are amort ized

in the Statement of Activ it ies. The details of t his d if feren ce are as fo llows:

Debt issued or incurred
Intergovernmental advances

Pri nci pal repayment
Trans. portation ExciseTax Revenue Bonds
Adva nces & Notes Payable
Amor ti zation of premium and discount
Amor ti za tron of deferred charges
Amorti za tion of bond issuaneecosts
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<29,130,257>

58,600,000
45,080,751

7,025,101
<4,304,931>

<391,356>
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Arizona Department of Transportatio n
Maricopa County Regional Area Road Fund
Notes to Financial Statements (cont inued)

June 30, 2014

NOTE 3-RECONCllIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (continued)

2 . Some expenses re po rte d in th e Statement of Activities do not require the use of current
fina ncial re sou rces and t he re fo re , are not re po rte d as expen d it ures in t he gov e rnme nta l
fund s. The de ta ils ar e as fo ll ows:

Compensated absences

NOTE 4-NON-CURRENT LIABILITIES

s 10,857

Arizona Transport ation Boa rd Transportati o n Excise Tax Reve nue Bonds

The Maricopa County Regiona l Area Road Fund is used to record all payments of pr incipa l and
interest fo r Transpo rtat ion Excise Tax Reve nue Bo nds (Marico pa County Regio nal Area Road Fund)
issued by th e Tra nspo rtat ion Board . These bonds are secure d by tran sportation excise taxes co llect ed
by the Arizona De partment of Reve nue on behalf of Mar icopa Co unty. The o rigina l amo unt of
Transportat ion Excise Tax Reve nue Bonds issued in pr ior years a nd outstanding at the sta rt of t he
fiscal year was $925,975,000.

All Tra nspo rtation Excise Tax Revenue Bonds mature no lat e r tha n July 1, 20 25 . Tra nspor tat io n Excise
Tax Reve nue Bonds current ly out sta nd ing are as follows:

Purpose

Governmental activities

Interest Rates

2.0% - 5.25% $

Amount

867,375,000

Annual debt se rvice req uire me nts to mat urity for the Tran sportation Excise Tax Revenue Bo nds a re
as follows:

Fiscal year Transportat ion Excise Tax Revenue Bonds

ending June 30 Principal Interest Total

2015 $ 61,395,000 $ 42,198,107 $ 103,593,107

2016 64,355,000 39,233,431 103,588,431

2017 67,495,000 36,096,681 103,591,681

2018 70,790,000 32,801,481 103,591,481

2019 74,295,000 29,297,231 103,592,231

2020+2024 430,085,000 87,867,757 517,952,757
2025 98,960,000 4,632,219 103,592,219

$ 867,375,000 $ 272,126,90 7 $ 1,139,501,907

Bonds aggregat ing $534,885,000 a re subje ct to redemption prior to t he ir maturity da tes at t he opt ion
of the Transportat io n Boa rd in w ho le or in part, at any t ime, o n o r after July I , 2017 . These bon ds
ma y be redeeme d at pa r, plus accrue d inte rest to t he date fixed for re de mption. Bonds aggregat ing
$33 2,490,000 are not subject to redemption.
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Arizona Department ofTransportation
Maricopa County Regional Area Road Fund
Notes to Financial Statements (continued)

June30, 2014

NOTE 4-NON-CURRENT LIABILITIES (cont inued)

The Department has pledged future transport at ion excise taxes to repay $867,375 ,000 in outstanding
Transportat ion Excise Tax Revenue Bonds issued since 2007 . Proceeds from the bonds pay the costs
of design, right-af-way purchase, or construction of certain freeways and other routes w ithin
M aricopa County, Arizona. The bonds are payab le solely from transportation excise taxes and are
payable through 2025 . The total principal and interest remaining to be paid on the bond s is $1.1
billion . Principa l and interest paid fo r the current year and total pledged revenues we re $103 .6
million and $243 .8 m ill ion, respect ively. The annual prin cipal and interest payments on the bonds
requ ired 42.5 percent of t he pledged revenues.

Intergovernmental advances

Intergovernmental advances represent constructio n loa ns (advance s) from Arizona count ies and
cit ies to advance the const ruction of certa in projects. These advances are recorded as the Fund
draws monies f rom an escrow account, usually held by the State Treasurer, and are evidenced by a
Joint Proj ect Agreement (JPA). The advances are payable according to the terms of t he JPA and occur
as funds become avai lable in th e Five-Year Transport at ion Facilit ies Construct ion Program.

Changes in non-current liabi lit ies

The activity for the fi scal year ended June 30, 2014, wa s as follows:

Balance Retirement s Balance Due Within

JulV1, 2013 Addi, ions / Refundings June 30, 2014 One Year

Transport at ion Excise Tax

Revenue Bonds:

2007 series s 275,1 85,000 s s 17,385,00 0 s 257, 800 ,000 s 18,22 0,000

200 9 Series 358, 935,000 22,695,000 336 ,240 ,000 23,7 40 ,000

2010 series 151,115,000 9,600,000 141,515,000 10,065,000

2011 Series 140,7 40,000 8,920 ,00 0 131,820 ,000 9,370,000
Prem ium on bonds 84,301,2 12 7,025,101 77,276 ,111 7,025 ,101

Int ergovern mental ecvences 105,815,677 29 ,130,25 7 45,080,751 89,865 ,183
Comp ensated absences 233,402 <10,8 58> 244,260 14,417

s 1,116 ,325 ,291 s 29 ,130,25 7 s 110,694 ,994 s 1,034,760 ,554 s 68,4 34,518

Bonds issued by the Fund require compliance with a number of covenants . The Fund believe s t hat it
is in co mpliance w it h all such covenants. In addit ion, certain of the Fund' s obligations are subject to

Intern al Revenue Service regulations perta ining to issuance of tax-exempt debt by governmenta l
entities. The Fund does not have and has not accrued a liability under these regu lation s.

Bonds payable at June 3D, 2014, related to the Maricopa County Regional Area Road Fund Arizo na
Transportat ion Board Transpor tat ion Excise Tax Revenue Bonds are comprised of the follow ing
individua l issues:
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Arizona Department of Transportatio n
Maricopa County Regional Area Road Fund
Notes to Financial Stateme nts (cont inued)

June 30, 2014

NOTE 4-NON-CURRENT LIABILITIES (cont inued)

2007 Series, issued by th e Transportat ion Board on Noverm ber 1, 2007, due in varying
annual installments plus semiannua l int erest at rat es ranging from 4.0 percent t o 5.0 percent,

through July 1, 2025.

2009 Series, issued by th e Transport at ion Board on June 23, 2009, due in varying
annual installments plus semiannual int erest at rate s ranging from 2.0 percent to 5.25 percent,
through July 1, 2025.

2010 Series, issued by th e Transport ati on Board on October 14, 2010, due in varying
annual install ments plus semiannua l int erest at rat es ranging from 1.5 percent to 5.0 percent,

thtuugh July 1, 2025.

2011 Series, issued by the Transport at ion Board on October 14, 2011, due t o varying
annual installements plus semiannual interest at rat es ranging from 2.0 percent to 5.0 percent,
th rough July 1, 2025.

NOTE 5-DISTRIBUTIONS

$

s

257,800,000

336,240,000

141,515,000

131,820,000
867,375,000

The dist ributions to th e Department and other sta te agencies primarily represent th e dist ribu t ions
when th e Fund comes into possession of capita l assets .

Dist ribut ions to the Depart ment and other state agencie s for the year ende d June 30, 2014, we re as
follows:

Di st r t butt on to Ar i zona Dep artment o f Tra nsp orta ti on

Di stributi ons t o Arizona count i es and ci t ies

Di stribution to Regi ona l Publi c Tr ansi t Author i ty

Total

2014

s 253 ,593,283

32,092,635

9,422,867

s 29 5,108 ,785

NOTE 6-TRANSPORTATION EXCISETAX

The M aricopa County Transport ati on Excise Tax, often referred to as the 1/1/2 cent sales tax," is a tax

which may equa l up to ten percent of t he State t ransaction priv ilege tax rates . This t ransporta t ion
excise tax is lev ied upon business act iv it ies in Maricop a County, including reta il sales, cont ract ing,
utili ties, rent al of real and personal property, restaurant and bar receipts, and other acti vities. Under
Proposit ion 300 (passed by th e vote rs in 1985 becoming effective on January 1, 1986), th e
transportat ion excise tax revenu es are deposite d in th e Maricopa County Regional Area Road Fund
(RARF) which is administered by the Arizona Department of Transportation . The revenues deposited
into t he RARF account are t he principal sources of funding for th e Regional Freeway Syste m in
Ma ricopa County and are dedicated by statute to th e purc hase of right-of-way, design, and
const ruction of contro lled access highways. In addit ion, t hese revenues were an important source of
fu nding for the Regional Public Transportation Authority and were dedicate d through December 31,
2005.
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Ar izona Department ofTransportatio n
Maricopa County Regional Area Road Fund
Notes to Financial Statements (cont inued)

June 30, 2014

NOTE 6-TRANSPORTATION EXCISE TAX (continued)

In Novemb er 2004, Marico pa County's vote rs approved Proposit io n 400, Ma ricopa County
Transportat ion Excise Tax, which becam e effect ive January 1, 2006, and exten ds the 1/1/ 2 cent sales

tax " for anoth er 20 years through December 31, 2025. The sales tax extension w ill be used for
const ruction of new freeways and ot her routes, improvements to existing f reeways and ot her rou tes,
improvements to t he arte rial st reet system, regional bus service, and high capacity t ransit services
such as light rail. The collect ions of t he Ma ricopa County Tran spo rtat ion Excise Tax w il l be distribut ed
as follows: freewa ys and other rou tes 56 .2%, public t ransportat ion 33.3%, and art erial st reets 10.5%.
Only the porti on of the t ax revenues t hat relate to freeways and ot her routes, and arterial st reets is
deposited into the Fund; t he rem aining portion is sent direct ly to the Regional Public Transport ation
Authority.

NOTE 7-(OMMITMENTS

The Fund had outstanding commitments, primari ly for const ruct ion con tracts, of $160,6 18,153 at
June 30, 2014.

9,709,573
712,332

7,441,181
79,561,765
27,481,876

124,906,727
24,661,145
11,050,281

160,618,153

Remai ning

Commitment

1,294,677 $
33,185,669
85,627,504
49,845,820

2,300,924

41 2,028,507 ;;,$~===;;;;

172,254,594
184,892,865

54,881,048

s

s

Expenditures To Da te _-,,====_
Construction contracts:

Rural roadways
Sma ll urban roadways
Urban roadways
La rge urban roadways
General roadways

Sub-total
Des ign contracts
Other commitments

Total

No construct ion in pr ogress is recor ded in t he Fund. All capital assets are t ransferred to t he Arizona
Department of Transportation's General Fund (State Highway Fund) .

NOTE 8--CONTINGENT LIABILITIES

Amounts rece ived or receivable fr om grant agencies are subject to audit and adjus tment by grantor
agencies, prin cipally the federal government . Any disallo wed claims, incl ud ing am ounts alre ady
coll ect ed, may const it ute a liability of th e applicable funds. The amou nt, if any, of expendit ures which
may be disallowed by th e grantor cannot be determ ined at th is ti me alt hough the Fund expects such
amo unts, if any, to be immateri al.

NOTE 9-INTERFUND TRANSFERS

The Special Revenue Fund made t ransfers of $103,252,009 to th e Debt Service Fund to pay bond
debt serv ice.
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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

Director
Arizona Department of Transportation
Phoenix, 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 and each major fund of the Maricopa County Regional Area Road Fund, a special revenue
fund of the Arizona Department of Transportation, as of and for the year ended June 30, 2014, and the
related notes to the financial statements, which collectively comprise Maricopa County Regional Area
Road Fund's basic financial statements, and have issued our report thereon dated December 18, 2014.

Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered Maricopa County
Regional Area Road Fund's internal control over financial reporting (internal control) to determine the
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
Maricopa County Regional Area Road Fund's internal control. Accordingly, we do not express an
opinion on the effectiveness of Maricopa County Regional Area Road Fund'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 Maricopa County Regional Area Road Fund'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. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether Maricopa County Regional Area Road Fund'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 determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

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
Maricopa County Regional Area Road Fund's internal control or on compliance. This report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Maricopa County Regional Area Road Fund's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Phoenix, Arizona
December 18, 2014
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