










STAFF REPORT 

SOUND TRANSIT 
RESOLUTION NO. R2001-03 

Establishing an Audit and Reporting Subcommittee 

PROPOSED ACTION 

Approval to establish an Audit and Reporting Subcommittee which will report to the Finance 
Committee; establish the policies and procedures governing the Auditing and Reporting 
Subcommittee; and repeal the existing performance audit policy (Resolution No. 98-1 9). 

Meeting: 
Finance Committee 

Board 

KEY FEATURES 

Type of Action: 
Discussion/Possible Action to 
Recommend Board Approval 
Action 

Date: 
3/8/01 

3/8/01 

Highlights of Proposed Action: 

+ Establishes Audit and Reporting Subcommittee reporting to the Finance Committee. 

+ Establishes a policy for an Audit and Reporting Subcommittee that strengthens the oversight 
and role of the Sound Transit Board with the agency's required independent audit 
processes. 

+ Defines responsibilities for the subcommittee, staff, and external auditors. 

+ Repeals existing performance audit policy (Resolution No. 98-1 9). Existing performance 
audit criteria is incorporated in the Audit and Reporting Subcommittee policy. 

Discussion of Proposed Action: 

Staff Contact: 
Hugh Simpson, Director 
of Finance and 
Administration 

During the Board Meeting on December 14, 2000, Board members requested that staff develop 
options for creating an audit subcommittee that not only reviews audit scopes and results, but 
prospectively reviews reports, budgets, forecasts, and estimates. The Finance Committee has 
reviewed options and met with auditors from Deloitte and Touche, and recommend the 
following: 

Phone: 
(206) 398-5082 

Establish an Audit and Reporting Subcommittee of the Board that is 
proactively evaluating past events and prospective reports, budgets, 
forecasts, and estimates where applicable. (The attached policies outline 
the governance of this subcommittee.) 

The Audit and Reporting Subcommittee will meet on a quarterly basis in a workshop format to 
review the scope of upcoming audits, review results of completed audits, and review and select 



performance audits. Depicted below is the current audit environment at Sound Transit, 
highlights of the audit and reporting subcommittee policy and the proposed subcommittee work 
plan through July 2001. 

Current Sound Transit Audit Environment: 

As a public agency which collects taxes and accesses the bond market, Sound Transit is 
subject to the following audits and reviews by external firms and federal and state agencies. 

State Auditor's Office 

Annual audit examines three areas: 

Grant Compliance Audit (A-1 33) 

Financial Audit and compliance with Bond Resolution requirements 

Compliance Audit - State Law and Sound Transit Policies 

Note: For part of their audit work, they place reliance on the work performed by Deloitte 
and Touche. 

Deloitte and Touche (Current Contracted Auditor) 

Financial Audit - annual audit, report on financial condition and corr~pliance with bond 
requirements 

Grant (A-1 33) Compliance Audit - annual audit, report on compliance with grant 
Provisions 

Agreed Upon Services - annual review of the Subarea Equity, which provides negative 
assurance concerning Sound Transit's compliance with Sound Move 

Performance Auditing - a  continuing process that is monitored by the Performance Audit 
Committee and the Citizen Oversight Panel. Management presents the Committee with 
a suggested list of areas to be audited and the Committee designates what will be 
audited and in what order. The Citizen Oversight Panel uses the results as one of the 
elements in consideration of an evaluation of Sound Transit 

Federal Transportation Administration 

Quarterly on-sight Project Management Oversight Reviews of Sound Transit's progress 
on projects funded through Section 5309 New Starts Funding and compliance with the 
grant terms 

Triennial Review for compliance with grant terms and conditions for projects funded 
through Section 5307 Formula Funding 

Periodic Procurement and Financial Management Oversight Reviews 
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Federal Department of Transportation. Office of Inspector General 

The Office of the Inspector General determines the scope and schedule. Selection for an 
audit depends upon federal grant awards, funds expenditures, media exposure, and 
congressional concern. 

Washinqton State Department of Revenue 

Periodic audits to determine Sound Transit's compliance with Use Tax and Leasehold Tax 
provisions. 

Washinaton State Department of Labor and Industries 

Periodic audits to determine Sound Transit's compliance with workmen's Compensation 
laws. 

Washinqton State Department of Emplovment Security 

Periodic audits to determine Sound Transit's compliance with Unemployment laws. 

Office of the lnsurance Commissioner andlor lnsurance Companies 

As Sound Transit institutes the Owner-Controlled lnsurance Program, the lnsurance 
Cornrnissioner's office will monitor our activities. In addition, the insurance companies will 
perform policy audits to determine whether a risk management policy is in place and a 
premium paid for all of the risks to which they have been or will be exposed. 

Hiqhlights of Audit and Reportinq Subcommittee Policy 

Overview section describes purpose, definition and background of the Sound Transit audit 
and reporting function 
Audit and reporting subcommittee structure section defines the subcommittee structure and 
membership, responsibilities and annual commitment 
Sound Transit staff responsibilities section defines staff responsibilities to both the 
subcommittee and auditors 
Sound Transit auditor's responsibilities section defines auditor's responsibilities to both the 
subcommittee and staff 

Recommended 2001 Work Plan Throuqh Julv: 

March 15 Workshop 
Define procedures and audit protocols 
Review performance audit topics 
Review completed performance audit on risk management 
Review scope of in-process financial and A-1 33 audit 
Review options for changes in annual budget cycle 
Review meeting agenda for next workshop 
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April 20 Workshop 
Review financial and A-1 33 results of the financial audit 
Review the audit services contract for one-year extension 
Review performance audit results 
Select performance audit topics 
Review meeting agenda for next workshop 

July 19 Workshop 
Review performance audit results 
Review state audit scope 
Evaluate audit function at Sound Transit 
Review meeting agenda for next workshop 

ALTERNATIVES 

Continue with the performance audit committee for performance auditing and report financial 
audits to Finance Committee as completed. 

LEGAL REVIEW 

MBL 2/21/01 
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