MOSSADAMS

Audit Entrance

Better Together: Moss Adams & Metro




Audit Committee

Dear Audit Committee Members:

Thank you for your continued engagement of Moss Adams LLP, the
provider of choice for state and local governments. We’re pleased
to present our audit plan for Metro for the year ending June 30,
2021. We'd also like to discuss current-year developments and

auditing standard changes that will affect our audit.

We welcome any questions or input you may have regarding our

audit plan, and we look forward to working with you.
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Your Dedicated Team

Ashley Osten Laurie Tish Leila Annen Janel Smoot
Engagement Reviewer Concurring Reviewer Senior Manager, Senior Manager
and Partner and Partner MAAS-IT Consulting
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Required Communications to Those Charged with Governance

Auditor’s responsibility under U.S. generally accepted auditing standards

ENTRANCE

Planned scope and timing of audit

EXIT

Significant audit findings

Qualitative aspects of accounting practices

Difficulties encountered in performing the audit

Corrected and uncorrected misstatements

Management representations

Management consultations with other independent accountants

Other audit findings or issues
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Our Responsibility

Assess if the financial statements prepared by management with
your oversight are fairly presented, in all material respects, and in
accordance with US GAAP. However, our audit doesn’t relieve you
or management of your responsibilities.

Perform an audit in accordance with:

* Generally accepted auditing standards issued by the AICPA

*  Government Auditing Standards issued by the Comptroller
General of the United States

Design the audit to provide assurance about whether the financial

statements are free of material misstatement.

Consider internal controls over financial reporting and compliance
as a basis for designing effective audit procedures.

Communicate findings that are relevant to your responsibilities in
overseeing the specific matters of financial reporting process and
administering federal awards.
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@ MOSSADAMS

February 12,2016

Tothe Audkt Commitiee of Organization
¢/o Adam Jones

Senior Vice President & Chief Financial Officer
1234 Grant Street

Los Angeles, CA 12340

engagement,
“our”) will provide to Organization (“you" “your," and “College”).
Scope of Services - Audit

You have requested that we audit the finandal which
comprise the consolidated statement of financial pasition as of June 30, 2016, and the related
consolidated statements of activities and cash flows for the year then ended, and the related
notes to the consolidated financial statements. We will also report on whether the schedule of
expeditures of federal awards, presented as supplementary information, s fairly stated, in all
material respects, in relation to the finandal statements as a whole.

Scope of Services and Limitations

Our professional standards require that we remain independent with respect o our attest
Organization, incuding those sitations where we ako provide non-attest services such as those
identified in the preceding paragraphs As a result your organization must accept the

Assume all management responsibilies.

‘Oversee the service by designating an individual, preferably within senior management, who
possesses skill, knowledge, and/or experience to oversee our non-attest services. The

reper

o Eval results of the pe




Audit Process

3 v —
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@ Internal Controls @ Analytical Procedures Substantive Procedures
Includes IT - Revenue and expenses - Confirm account balances
- Trends, comparisons, and - Vouch to supporting
expectations documentation

- Representations from
attorneys and management

- Examine objective evidence
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What’s
Materiality?

It's the amount of a misstatement
that could influence the economic
decisions of users, taken on the
basis of the financial statements.
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It’s calculated using certain quantitative
(total assets) and qualitative factors
(covenants, expectations, or industry factors)

It identifies:
SIGNIFICANT RISK :QIE::';:V:;NS(;OPE FINDINGS OR
AREAS ’ MISSTATEMENTS

OF TEST WORK



Significant Audit Areas

(2 () (@) (2

CASH AND REVENUE AND CAPITAL ASSETS BONDS PAYABLE COMPLIANCE
INVESTMENTS RECEIVABLES WITH FEDERAL
LAWS AND
REGULATIONS
AND OREGON
MINIMUM
STANDARDS
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Consideration of Fraud

To identify fraud-related risks

: : Procedures we perform:
of material misstatement, we:

* Brainstorm with team » Examine general journal entries for
AUDITORS MUST CONSIDER FRAUD - Meet with Metro Auditor nonstandard transactions
TO “IMPROVE THE LIKELIHOOD THAT - Conduct personnel interviews « Evaluate policies and accounting for
AUDITORS WILL DETECT MATERIAL ) _ revenue recognition
MISSTATEMENTS DUE TO FRAUD IN A * Document understanding of internal

» Test and analyze significant accounting

FINANCIAL STATEMENT AUDIT.” control : :
estimates for biases

» Consider unusual or unexpected
relationships identified in planning and
performing the audit

+ Evaluate rationale for significant unusual
transactions
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Audit Timing

2021

O

O)
./

O)
\/

APRIL 19-23

Testing of
information
technology

controls; plan
to complete
September 1

10 Metro

JUNE 14-18

Interim audit
procedures
(including
test of
implementation
of internal
controls) for
financial
statements

()
./

JUNE 28

Entrance
meeting with
the Audit
Committee

OCTOBER 4-
22

Final fieldwork
procedures for
financial
statements

O

NOVEMBER 5

Discuss draft
financial
statements and
auditor’s
reports with
management

)
A\

NOVEMBER

Audit
Committee
meeting to
review and
discuss the

results of our
audit
procedures
and
finalization of
auditor’s
reports

O

DECEMBER

Presentation to
Metro Council




Recent Accounting
Developments




Standards to be
Adopted in
2021
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GASB 84, Fiduciary Activities

Establishes standards of accounting and financial reporting for
fiduciary activities.

GASB 90, Majority Equity Interests

Establishes standards of accounting and financial reporting for
majority equity interests.

GASB 97, Certain Component Unity Criteria and Accounting and
Financial Reporting for Internal Revenue Code Section 457 Deferred
Compensation Plans — paragraphs 4 and 5 effective immediately

Clarifies certain component unit criteria when there is an
absence of a governing board as well as the applicability of the
financial burden criterion.



Standards to be GASB 87, Leases
Adopted in Establishes standards of accounting and financial reporting for

leases by lessees and lessors and establishes a single model for lease
2022 accounting based on the foundational principle that leases are financings

of the right to use an underlying asset.

GASB 89, Accounting for Interest Cost Incurred before the End of a Construction
Period

Establishes accounting requirements for interest cost incurred
before the end of a construction period.

GASB 92, Omnibus 2020

Addresses a variety of topics including the effective date of new lease

guidance in interim financial reports, reporting intra-entity transfers for

defined benefit pension plans or other postemployment benefit plans,

reporting assets accumulated for postemployment benefits, certain

requirements for postemployment benefit arrangements, measurement of

assets and liabilities associated with asset retirement obligations, public

entity risk pool reporting, nonrecurring fair value measurements, and

terminology used to refer to derivative instruments. @

13 Metro



Standards to be
Adopted in
2022
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GASB 93, Replacement of Interbank Offered Rates

Addresses the accounting and financial reporting effects that
result from the replacement of an interbank offered rate (IBOR)
with other reference rates.

GASB 97, Certain Component Unity Criteria and Accounting and
Financial Reporting for Internal Revenue Code Section 457 Deferred
Compensation Plans

Amends the criteria for reporting governmental fiduciary
component units to improve consistency and comparability in
reporting on fiduciary component units and IRS Section 457
plans.



INDUSTRY FOCUS

An Array of Resources

In today’s fast-paced world, we know how precious your time is. We also know that knowledge is key.
These resources offer what you need to know, when you need to know it, and in the format that fits your life.

MOSSADAMS. § K SN
@ 2 @ MOSSADAMS

ALERTR WEBDRS
Galifornia State taies will ndadjudicated differently . 7 3 P
Boost Compliance with System and Organizatios
Articles & Alerts Webcasts Reports & Guides
Industry-specific insight and important On demand and live sessions with our A more in-depth look at significant changes
tax and assurance updates professionals on technical and timely topics and subjects across the accounting landscape
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Contact Us

+  Ashley Osten + Leila Annen
ashley.osten@ leila.annen@
mossadams.com mossadams.com
(503) 478-2251 (503) 478-2173
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The material appearing in this presentation is for informational purposes only and should notb
construed as advice of any kind, including, without limitation, legal, accounting, or investment adv
This information is not intended to create, and receipt does not constitute, a legal relationship, including,
but not limited to, an accountant-client relationship. Although this information may have been prepared
by professionals, it should not be used as a substitute f
investment, or other professional advice is required, the se

Assurance, tax, and consulting offered through Moss Adams
Moss Adams Wealth Advisors LLC. Investment banking o



