Metro

METRO AUDIT COMMITTEE
Meeting Minutes
June 22, 2015
Metro Regional Center, 600 NE Grand Avenue, Portland OR
11:00 AM, Metro Council Annex

Members Present
Brian Evans

Craig Dirksen

Anne Darrow
Kathryn McLaughlin
Jason Stanley
Andrew Carlstrom

Metro Staff Present
Tim Collier
Don Cox

External Attendees:
Jim Lanzarotta

Brad Smith

Ashley Osten

Affiliation

Metro Auditor

Metro Councilor

Citizen member

Citizen member

Citizen member
Chairperson, Citizen member

Director, Finance & Regulatory Services
Metro Accounting Compliance Manager

Partner, Moss Adams LLC
Senior Manager, Moss Adams LLC
Engagement Senior Manager, Moss Adams LLC

1. Auditor Evans welcomed everyone. Everyone introduced themselves.

He notified the committee that there is one vacancy due to Chris Erickson no longer serving on the
MERC Commission. The Metro Council President will appoint a member of the MERC Commission to

the committee.

Chairperson Carlstrom asked for volunteers to take the position of Vice-Chair. Anne Darrow
volunteered to become Vice-Chair.

2. Moss Adams presentation:
e Mr. Jim Lanzarotta welcomed the committee.

* Mr. Brad Smith covered the areas of:
- Key service team members — introduction of team. Stephen Sharpe replaces Debbie Gray.
Stephen’s emphasis is Uniform Grant Guidance (previously OMB A-133 “Single Audit”). Greg
Damon is the Information Technology Specialist and will examine risks in IT systems that may
need to be tested.
- Audit Deliverables
o Reporting on Metro, MERC and OZF (Oregon Zoo Foundation) as a Metro component
o Internal Government reporting
o Single audit
o Schedule of Findings and Questioned Costs (Summary revealed Metro had one finding
relative to a purchasing contract in 2013 which has been resolved)
o Oregon Minimum Standards (OMS) required by the state



o Communication with management; those in governance (Council and Audit
Committee), follow up meeting scheduled in November with committee
o Information Technologies Report and Management letter are not required but are
provided as a tool for Metro
- Audit Approach — Create Audit plan, interim testing (completed last week), audit strategy
(identify possible areas of risks and intentional material fraud or fraudulent reporting),
testing (three weeks in October), report to Committee in November then Council in
December.

* Mr. Lanzarotta covered the areas of:
- New Accounting and Audit standards
o Uniform Grant Guidance is effective for new grants awarded after December 26,
2014. The new requirement goes into effect for June 30, 2016.That means there
are two different standards for grants awarded in FY2014-15 depending on when
they were awarded. Also the threshold to trigger the need for a single audit was
increased to $750K. Metro will be subject to the new guidance because it
received federal grants over that amount. Stephen will be in charge of this
reporting.
o GASB 68 — changes in recording Oregon PERS, an amendment of GASB 27
(6/30/15). July 1, 13 — June 30, 14 restate beginning position. PERS has provided
initial data to help meet the new requirements. There was a discussion of how
the accounting works with the new guidance. Metro will likely book its
contribution to PERS as an asset this year, but next year it will become a liability.
o GASB 69 — Government Combination and Disposals of Government Operations
(effective 6/30/15)
o GASB 71 —another amendment to GASB 68. Pension Transition for Contributions
made to subsequent to the measurement date (effective 6/30/15)
o GASB 72 - Fair Value Measurement and Application (effective 6/30/16 but early
application is encouraged) Addressing fair value and disclosure issues.
o Lease accounting — Lease liability with other side as an intangible asset
- Significant Audit Areas
o Timing of revenues and receivables
o Bond payables — compliance, use of restricted resources, arbitrage (Zoo and
Natural Areas)
o Pensions — GASB 68 first year implementation
o Capital Assets — wear and tear on capital assets in statistical section on financial
reports (renewal and replacement fund)
o OMS testing - compliance and internal controls — enhanced requirements
o Single Audits - Metro is a low risk entity
¢ Ms. Ashley Osten covered the areas of:
- Possibility of fraud, SAS 59
o Risk areas
o Interviews (procurement, payroll, finance)
o Surprise procedure (slightly different each year)
o Materiality (minimums)
o “Opinion limits” — funds before the footnotes
- No major changes in the way this part of the audit will be performed.
3. Questions and discussions:
*  Ms. Mclaughlin asked if Metro had a hotline for fraud reporting, Auditor Brian answered yes.
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*  Ms. Darrow asked if the IT report and management report are public since neither are required.
Mr. Lanzarotta answered they are not public and are issued separately. He went on to say the
management report is a balancing act between adding value and offending people by pointing
out minor issues.

* T will start testing in July and should be wrapped up by August 31.

* Mr. Lanzarotta shared an Audit Committee Toolkit booklet

* Auditor Evans asked if changes to the organization of payroll had changed controls. Brad said
the controls they tested were not affected by the organizational changes. Tim Collier clarified
that payroll was moved from Human Resources to FRS this year. There was a discussion of the
location of other organization’s payroll function. Mr. Lanzarotta stated that there are likely
different risks depending on where payroll is located.

4. Summary updates — Auditor Evans asked the committee if they are interested in receiving update
reports during fieldwork of Moss Adams. Any suspected fraud, errors from prior years, push back
from management or changes in the timeline will be posted on the portal. Members stated they
would like access and Mr. Lanzarotta offered to place the reports on a special portal for the
committee. This is a new portal that is just as easy to use as last year. Moss Adams has email
addresses for committee to set this up. Fieldwork will begin October 5™ and last 3 weeks.

5. Inclosing, the next committee meeting is scheduled for November 17, 2015 at 9:30 AM in the Council
Annex.

Adjourn — the meeting adjourned at 12:10 PM.

| Attachment: Moss Adams PowerPoint presentation



