
Agenda 
MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 

AUDIT OVERSIGHT COMMITTEE 

June 10, 2021 

9:00 a.m. 

*Meeting will be held via webinar*

To request an agenda in an alternative format or to request accommodations to facilitate meeting 
participation, please email the Clerk of the Board, dalia.gonzalez@sdmts.com at least two working days 
prior to the meeting. Meeting webinar/teleconference instructions can be accessed under ‘Additional 
Materials.’ Click the following link to access the meeting: https://zoom.us/j/94562188418  

Para solicitar la agenda en un formato alternativo o para solicitar acomodaciones de participación, por 
favor mande un correo a la Secretaria de la Junta, dalia.gonzalez@sdmts.com al menos dos días 
hábiles antes de la reunión. Instrucciones para ingresar a la junta virtual están disponibles bajo   
 ‘Additional Materials.’ Use este enlace para acceder la reunión virtual: https://zoom.us/j/94562188418 

ACTION 
RECOMMENDED 

1. ROLL CALL

2. APPROVAL OF MINUTES – November 5, 2020 Approve 

3. PUBLIC COMMENTS

COMMITTEE DISCUSSION ITEMS 

4. Informational The Pun Group Engagement Letter for The Fiscal Year (FY) 2021 Audit 
(Erin Dunn)
Action would review the audit engagement letter and communication with 
those charged with governance from The Pun Group.

5. Receive Interim Audit (Erin Dunn With Ken Pun and Coley Delaney of The Pun Group) 
Action would receive a report on the interim audit work conducted by The 
Pun Group.

mailto:dalia.gonzalez@sdmts.com
https://www.sdmts.com/about-mts-meetings-and-agendas/executive-committee
https://www.sdmts.com/about-mts-meetings-and-agendas/executive-committee
https://zoom.us/j/94562188418
mailto:dalia.gonzalez@sdmts.com
https://www.sdmts.com/about-mts-meetings-and-agendas/executive-committee
https://zoom.us/j/94562188418
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OTHER ITEMS 

6. COMMITTEE MEMBER COMMUNICATIONS AND OTHER BUSINESS

7. NEXT MEETING DATE: to be determined.

8. ADJOURNMENT



 

MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 
AUDIT OVERSIGHT COMMITTEE 
1255 Imperial Avenue, Suite 1000 

San Diego, CA 92101 

DRAFT MINUTES 
November 5, 2020 

[Clerk’s note: Except where noted, public, staff and board member comments are paraphrased. Note 
that the meeting was conducted via webinar to comply with public health orders]. 

1. ROLL CALL 

Chair Fletcher called the Audit Oversight Committee meeting to order at 9:01 a.m. A roll call 
sheet listing Audit Oversight Committee member attendance is attached.   

2. APPROVAL OF MINUTES 

Chair Fletcher moved to approve the minutes of the July 16, 2020 MTS Audit Oversight 
Committee meeting. Vice Chair Sotelo-Solis seconded the motion, and the vote was 4 to 0 in 
favor with Board Member Ward absent. 

3. PUBLIC COMMENTS 

There were no Public Comments.  

COMMITTEE DISCUSSION ITEMS 

4. Draft of Fiscal Year 2020 Comprehensive Annual Financial Report (CAFR) (Erin Dunn with Ken 
Pun and Coley Delaney of the Pun Group) 

Erin Dunn, MTS Controller, along with Ken Pun, Managing Partner, and Coley Delaney, Partner 
with the Pun Group, presented on the Fiscal Year (FY) 2020 CAFR. They outlined management 
and auditors’ responsibilities, approach to the audit, overview of the financial statements, key 
pension Other Postemployment Benefits Plan (OPEB) information, audit results and 
Governmental Accounting Standards Board (GASB) upcoming standards and key research 
projects. 

Action Taken 

Chair Fletcher  moved to receive the report. Board Member Salas seconded the motion, and the 
vote was 4 to 0 in favor with Board Member Ward absent. 

5. Internal Audit Activity Update Report (Toufic Tabshouri) 

Toufic Tabshouri, MTS Internal Auditor, provided a verbal report to the committee. Since July 
16, 2020, he has evaluated two consultations for Karen Landers, MTS General Counsel, and 
Sharon Cooney, MTS Chief Executive Officer. Mr. Tabshouri also noted that in 2019, he 
analyzed an audit on overtime that evaluated four fiscal years. Due to the current operating 
environment, the findings are not relevant to the agency. He explained some findings are 
applicable and will be issuing a memo. Mr. Tabshouri plans to revisit the findings of the audit 
once operations stabilize, and he will also reperform some of the audit work. He also performed 
an audit on the For-Hire Vehicle Administration (formerly known as Taxicab Administration) with 
the objective of finding best regulatory practices, changes in the taxicab industry and disruption 
in its business model. He is assisting Samantha Leslie, who oversees the For-Hire Vehicle 
Administration department, in developing processes, policies and procedures, which he will 
report back to the committee. Mr. Tabshouri then discussed fraud investigations and explained 
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that many of the allegations he receives on the fraud hotline are either unrelated to MTS or not 
worth investigating. Mr. Tabshouri continued that he did receive a fraud allegation that was 
investigated, but required additional mechanical expertise. He concluded the allegations were 
not substantiated and determined there were enough internal controls and external regulatory 
oversight of the area in question to reduce risks of a problem. 

Action Taken 

Informational item only. No action taken. 

OTHER ITEMS  

6. COMMITTEE MEMBER COMMUNICATIONS AND OTHER BUSINESS 

There was no Committee Member Communications and Other Business discussion.  

7. NEXT MEETING DATE   

The next Audit Oversight Committee meeting is to be determined. 

8. ADJOURNMENT 

Chair Fletcher adjourned the meeting at 9:24 a.m. 

 

 

 

 

  

Chairperson 

San Diego Metropolitan Transit System 

  

Attachment: Roll Call Sheet 





 

 

 

 

Agenda Item No. 4 
 

MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 
AUDIT OVERSIGHT COMMITTEE 

 
June 10, 2021 

 
SUBJECT: 
 

THE PUN GROUP ENGAGEMENT LETTER FOR THE FISCAL YEAR (FY) 2021 AUDIT 
(ERIN DUNN) 
 

 
RECOMMENDATION:  
 

That the San Diego Metropolitan Transit System (MTS) Audit Oversight Committee 
(AOC) review the audit engagement letter (Attachment A) and communication with those 
charged with governance (Attachment B) from The Pun Group. 

 
Budget Impact 

 
None at this time. 
 

DISCUSSION: 
 

Auditing standards require the auditor to present a written engagement letter and obtain 
a signature from an officer of the company. Attachment A is the engagement letter from 
The Pun Group for the fiscal year 2021 audit, as well as their most recent peer review. 
Attachment B is the letter from The Pun Group to those charged with governance. A 
representative from The Pun Group will be available for questions.   

 
 
 
 
/s/ Sharon Cooney    
Sharon Cooney 
Chief Executive Officer 
 
Key Staff Contact:  Julia Tuer, 619.557.4515, Julia.Tuer@sdmts.com 
 
Attachments: A. Engagement Letter 

B. Communication with Those Charged with Governance 

mailto:Julia.Tuer@sdmts.com
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April 12, 2021 

To the Board of Directors 
of the San Diego Metropolitan Transit System 

San Diego, California  

We are engaged to audit the financial statements of the San Diego Metropolitan Transit System (“MTS”) for the year 
ended June 30, 2021. Professional standards require that we provide you with the following information related to 
our audit. We would also appreciate the opportunity to meet with you to discuss this information further since a two-
way dialogue can provide valuable information for the audit process. 

Our Responsibilities under U.S. Generally Accepted Auditing Standards, Government Auditing Standards and the 
Uniform Guidance 

As stated in our engagement letter dated April 12, 2021, our responsibility, as described by professional standards, is 
to express opinions about whether the financial statements prepared by management with your oversight are fairly 
presented, in all material respects, in conformity with U.S. generally accepted accounting principles. Our audit of the 
financial statements does not relieve you or management of your responsibilities. 

In planning and performing our audit, we will consider MTS’s internal control over financial reporting in order to 
determine our auditing procedures for the purpose of expressing our opinions on the financial statements and not to 
provide assurance on the internal control over financial reporting. We will also consider internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on 
internal control over compliance in accordance with the Uniform Guidance. 

As part of obtaining reasonable assurance about whether MTS’s financial statements are free of material 
misstatements, we will perform tests of its compliance with certain provisions of laws, regulations, contracts, and 
grants. However, providing an opinion on compliance with those provisions is not an objective of our audit. Also in 
accordance with the Uniform Guidance, we will examine, on a test basis, evidence about MTS’s compliance with the 
types of compliance requirements described in the U.S. Office of Management and Budget (OMB) Compliance 
Supplement applicable to each of its major federal programs for the purpose of expressing an opinion on MTS’s 
compliance with those requirements. While our audit will provide a reasonable basis for our opinion, it will not 
provide a legal determination on MTS’s compliance with those requirements. 

Generally accepted accounting principles provide for certain required supplementary information (RSI) to 
supplement the basic financial statements. Our responsibility with respect to the Management’s Discussion and 
Analysis, the Schedule of Proportionate Share of the Net Pension Liability, Schedule of the Changes in Net Pension 
Liability and Related Ratios, the Schedule of Contributions - Pensions, and the Schedule of the Changes in Net 
OPEB Liability and Related Ratios which supplements the basic financial statements, is to apply certain limited 
procedures in accordance with generally accepted auditing standards. However, the RSI will not be audited and, 
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance, we will not express an opinion or provide any assurance on the RSI.  

200 E. Sandpointe Avenue, Suite 600, Santa Ana, California 92707
 Tel: 949-777-8800 • Fax: 949-777-8850 • www.pungroup.com
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San Diego Metropolitan Transit System 
April 12, 2021 
Page 2 

We have been engaged to report on the Combining Schedule of Net Position, Combining Schedule of Revenues, 
Expenses, and Changes in Net Position, Combining Schedule of Cash Flows, and the Schedules of Revenues, 
Expenses and Changes in Net Position – Budget and Actual, which accompany the financial statements but are not 
RSI. Our responsibility for this supplementary information, as described by professional standards, is to evaluate the 
presentation of the supplementary information in relation to the financial statements as a whole and to report on 
whether the supplementary information is fairly stated, in all material respects, in relation to the financial statements 
as a whole.  

We have not been engaged to report on the introductory section and the statistical section, which accompany the 
financial statements but are not RSI. Our responsibility with respect to this other information in documents 
containing the audited financial statements and auditor’s report does not extend beyond the financial information 
identified in the report. We have no responsibility for determining whether this other information is properly stated. 
This other information will not be audited and we will not express an opinion or provide any assurance on it.  

Planned Scope, Timing of the Audit, and Other  

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the areas 
to be tested. 

Our audit will include obtaining an understanding of the entity and its environment, including internal control, 
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, timing, and 
extent of further audit procedures. Material misstatements may result from (1) errors, (2) fraudulent financial 
reporting, (3) misappropriation of assets, or (4) violations of laws or governmental regulations that are attributable to 
the entity or to acts by management or employees acting on behalf of MTS. We will generally communicate our 
significant findings at the conclusion of the audit. However, some matters could be communicated sooner, 
particularly if significant difficulties are encountered during the audit where assistance is needed to overcome the 
difficulties or if the difficulties may lead to a modified opinion. We will also communicate any internal control 
related matters that are required to be communicated under professional standards. 

We expect to begin our audit on April 12, 2021 and issue our report by November 15, 2021. Coley Delaney is the 
engagement partner and is responsible for supervising the engagement and signing the report or authorizing another 
individual to sign it. 

This information is intended solely for the use of the Board of Directors and management of MTS and is not intended 
to be, and should not be, used by anyone other than these specified parties. 

Very truly yours, 

San Diego, California 
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Agenda Item No. 5 
 

MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 
AUDIT OVERSIGHT COMMITTEE 

 
June 10, 2021 

 
SUBJECT: 
 

INTERIM AUDIT (ERIN DUNN WITH KEN PUN AND COLEY DELANEY OF THE PUN 
GROUP) 
 

 
RECOMMENDATION: 
 

That the Audit Oversight Committee receive a report on the interim audit work conducted 
by The Pun Group. 

 
Budget Impact 

 
None at this time. 
 

DISCUSSION: 
 

The Pun Group conducted an interim audit from April 12, 2021 through April 30, 2021, 
and tested the San Diego Metropolitan Transit System (MTS) internal controls.  They will 
do a site visit on June 30, 2021 to do a physical count of San Diego Trolley, Inc (SDTI) 
inventory. 
 
The Pun Group will discuss the audit procedures performed during the interim audit as 
well as the results. 
 
 

   
 
/s/ Sharon Cooney    
Sharon Cooney 
Chief Executive Officer 
 
Key Staff Contact:  Julia Tuer, 619.557.4515, Julia.Tuer@sdmts.com 
 
Attachment: A. MTS Interim Exit Memo - 2021 

mailto:Julia.Tuer@sdmts.com


 
San Diego Metropolitan Transit System 

Fiscal Year Ending June 30, 2021 
Interim Exit Memo 

 
 
INTERIM AUDIT PROCEDURES: 

 
The purpose of our interim audit was to update our understanding of how MTS’s internal control systems 
are designed and implemented in order to prevent and detect material misstatements, and to determine if 
opportunities for strengthening internal controls existed. To accomplish these objectives, we interviewed 
management and staff regarding policies and procedures, obtained supporting documentation, performed 
walkthroughs of significant transaction cycles, identified key controls, and, in certain instances, designed 
tests to evaluate the operating effectiveness of key internal controls over the following significant 
transaction cycles: 
 
 Financial Reporting 

 Reporting to the board – update, walkthrough, and test of controls 
 Journal entry process – update, walkthrough, and test of controls  
 Bank reconciliation – update, walkthrough, and test of controls 

 
 Revenues and Cash Receipts for MTS, SDTI and SDTC 

 Farebox – update, walkthrough, and test of controls 
 Ticket Vending Machines – update, walkthrough, and test of controls 
 Transit Store – update and walkthrough 
 Invoicing – update and walkthrough 
 Cash count – update and walkthrough 
 Bank deposits – update and walkthrough 
 Compass card – update and walkthrough 
 Grant/Intergovernmental - update and walkthrough 

 
 Purchasing, Expenses, and Cash Disbursements 

 Purchasing – update, walkthrough, and test of controls 
 Accounts payable and cash disbursements – update, walkthrough, and test of controls 

 
 Payroll and Related Liabilities 

 Payroll process – update, walkthrough, and test of controls 
 Rate/status change – update, walkthrough, and test of controls 

 Inventory 
 Daily cycle count – update and walkthrough 
 Ordering – update and walkthrough 
 Receiving – update and walkthrough 
 Dispensing – update and walkthrough 

 
 Capital Assets 

 Additions/deletions – update and walkthrough 
 CIP – update and walkthrough 
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In addition to updating our understanding of MTS’s design and implementation of internal control systems, 
we also performed the following activities: 
 
 Perform fraud risk inquiries 
 Reviewed fiscal year 2021 budget 
 Reviewed the board, executive committee, and audit oversight committee minutes 
 Performed pension census data testing for MTS and SDTI  
 Performed distributions testing for SDTC Pension 
 Performed participant data testing for SDTC Pension 
 Created 2021 Suralink year end engagements and uploaded prepared by client request lists for:  

 MTS  
 SDTC Pension 
 TDA 

 
CURRENT YEAR INTERIM RESULTS: 
 
Based on the interim procedures performed, internal controls for the selected transaction cycles appeared 
to be both properly designed and effectively operating in order to prevent and detect material misstatements. 
No exceptions were noted.  
 
OPEN ITEMS:   

  
1. Information Technology General Controls checklist update 
2. SDTI inventory count – scheduled for June 30 – please provide updated inventory listing by 6/29 

in the afternoon 
3. Collection of items to be mailed after June 30 

a. Confirmations 
b. Attorney letters 

4. Year-end prepared by client listing for NTD AUP 
5. Audit Oversight Committee meeting on June 10 at 9AM 

 
 
IMPLEMENTATION OF NEW GASB PRONOUNCEMENTS 
 
GASB No. 84 Fiduciary Activities was issued in January 2017. This Statement improves guidance 
regarding the identification of fiduciary activities for accounting and financial reporting purposes and how 
those activities should be reported. Implementing this Statement will have an effect on MTS’s financial 
reporting in 2021. SDTC Pension amounts as of June 30, 2021 will be shown in the Fiduciary Activities 
section of the MTS financials. A Statement of Fiduciary Net Position and a Statement of Changes in 
Fiduciary Net Position will be included for the SDTC Pension Trust Fund (reporting will look the same as 
in the GASB 67 SDTC Pension financial statements). The SDTC Pension Trust Fund will be shown 
comparatively so we will be showing both June 30, 2020 and 2021 numbers. We will also need to include 
the cash and investments footnote and update the reporting entity to include SDTC Pension as a fiduciary 
fund of MTS.  
 
The CCMA White Paper on GASB 84 implementation in included as an attachment to this memo.  
 
GASB No. 90 Majority Equity Interests – An Amendment of GASB Statements No. 14 and No. 61 was issued 
in August 2018. This Statement improves the consistency and comparability of reporting a government’s 
majority equity interest in a legally separate organization and improves the relevance of financial statement 
information for certain component units. This Statement is not anticipated to have an effect on MTS’s 
financial reporting for the year ended June 30, 2021. 
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YEAR END DATES: 
 
Three weeks beginning August 16 or 23??? 
 
REPORTS TO BE ISSUED: 
 
We will perform the following audits and agreed upon procedures enumerated below for the year ended 
June 30, 2021: 
  

1. Annual Comprehensive Financial Report – to include SDTC Pension for GASB 84 
2. Single Audit 
3. SDTC Employees’ Retirement Plan 
4. Transportation Development Act (TDA) Agreed-Upon Procedures 
5. National Transit Database (NTD) Agreed-Upon Procedures 
6. Indirect Cost Allocation Plan Agreed-Upon Procedures 

 

Att. A, AI 5, 06/10/2021

A-3



Presented by:
Kenneth Pun, CPA, CGMA
Coley Delaney, CPA

AI No. 5, 6/10/2021



26/7/2021

SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

 Scope of Work

 Management’s Responsibilities

 Auditors’ Responsibilities

 Approach to the Audit

 Planning and Risk Assessment

 New GASB Implementation



36/7/2021

SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

Audit

San Diego Metropolitan Transit System’s Annual Comprehensive Financial
Report (ACFR)

San Diego Transit Corporation Employee Retirement Plan

Single Audit in Accordance with Uniform Guidance

Agreed Upon Procedures

Indirect Cost Rate

National Transit Database

Transportation Development Act
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

Present the financial statements in accordance with Generally
Accepted Accounting Principles (U.S. GAAP)

Adopt sound accounting policies

Establish and maintain internal controls over financial reporting and
compliance

Provide evidence supporting the amounts and disclosures in the
financial statements

Prevent and detect fraud
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

Assess audit risk of internal controls over financial reporting and
compliance

Determine compliance with Generally Accepted Accounting
Principles (U.S. GAAP)

Determine the fairness and accuracy of the financial statement
presentation

 Issue audit opinion on the financial statements

 Issue recommendations to management, if any
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

Pun Group Audit Approach for MTS

Phase I - Detailed Planning

Phase II – Risk Based Review of Systems and Compliance

Phase III – Validation of Account Balances

Phase IV – Prepare and Review Financial Statements and Issue 
Opinions
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

Updated understanding of the entity and evaluated risks of material misstatements

Performed walkthroughs and testing of controls over significant transaction classes 
as noted in our exit memo and discussed with finance management

Performed preliminary analytics

 Identified and reviewed “high risk” transactions using artificial intelligence audit 
software

Performed fraud inquiries, etc.
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

GASB Statement No. 84, Fiduciary Activities
 Improves guidance regarding the identification of fiduciary activities for accounting and

financial reporting purposes.

 Effect on 2021 MTS Financial Statements:

 Report SDTC Employee Retirement Plan with MTS ACFR
 Statement of Fiduciary Net Position – SDTC Pension Trust Fund
 Statement of Changes in Fiduciary Net Position – SDTC Pension Trust Fund
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

GASB Statement No. 90, Majority Equity Interests – An Amendment of
GASB Statements No. 14 and No. 61
 Improves the consistency and comparability of reporting a government’s majority equity

interest in a legally separate organization and improves the relevance of financial
statement information for certain component units.

 No effect on 2021 MTS Financial Statements
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

GASB Statement No. 87, Leases
 Requires recognition of certain lease assets and liabilities for leases that previously

were classified as operating leases and recognized as inflows of resources or outflows
of resources based on the payment provisions of the contract. It establishes a single
model for lease accounting based on the foundational principle that leases are
financings of the right to use an underlying asset.

 Major effect on 2022 MTS financial statements expected

 Evaluate software options for implementation and lease tracking
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Thank you!
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