
Agenda 
MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 

AUDIT OVERSIGHT COMMITTEE 

July 14, 2022 

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, ClerkoftheBoard@sdmts.com at least two working 
days prior to the meeting. Meeting webinar/teleconference instructions can be accessed under ‘Meeting 
Link and Webinar Instructions .’ 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, ClerkoftheBoard@sdmts.com al menos dos días 
hábiles antes de la reunión. Instrucciones para ingresar a la junta virtual están disponibles bajo   
 ‘Meeting Link and Webinar Instructions .’ Use este enlace para acceder la reunión virtual: 
https://zoom.us/j/94562188418   

ACTION 
RECOMMENDED 

1. ROLL CALL

2. APPROVAL OF MINUTES – November 4, 2021 Approve 

3. PUBLIC COMMENTS

COMMITTEE DISCUSSION ITEMS 

4. Informational The Pun Group Engagement Letter for The Fiscal Year (FY) 2022 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.

6. Internal Audit Activity Update Report (Toufic Tabshouri) Informational 

OTHER ITEMS 

7. COMMITTEE MEMBER COMMUNICATIONS AND OTHER BUSINESS

8. NEXT MEETING DATE: TBD

9. ADJOURNMENT

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


DRAFT MINUTES 
MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 

AUDIT AND OVERSIGHT COMMITTEE 
November 4, 2021 

[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 9:03 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 June 10, 2021, MTS Audit Oversight
Committee meeting.  Board Member Hall seconded the motion, and the vote was 6 to 0 in favor
with Board Member Salas absent.

3. Public Comments

There were no Public Comments.

COMMITTEE DISCUSSION ITEMS 

4. Draft of Fiscal Year 2021 Annual Comprehensive Financial Report (ACFR) (Erin Dunn with Ken
Pun and Coley Delaney of the Pun Group)

Erin Dunn, MTS Controller, along with Ken Pun and Coley Delaney of the Pun Group, presented
on the draft of FY 2021 ACFR. They outlined the following information: Management and
Auditors’ Responsibilities, Approach to the Audit, Overview of the Financial Statements, Key
Pension and Other Post-Employment Benefits (OPEB) Information, Audit Results, Government
Accounting Standards Board (GASB): Upcoming Standards and Key Research Projects.

Board Member Sandke commented on the reported $47 million deficit and asked if that number
is considered the agency’s structural deficit.

Larry Marinesi, MTS Chief Financial Officer, clarified the agency expects a $50 million structural
deficiency. He acknowledged that there was time to bridge the gap with revenue and expense
alignments. He acknowledged that currently, Coronavirus Aid, Relief, and Economic Security
Act (CARES) Act funding would bridge the gap.

Board Member Elo-Rivera asked about how the agency is ensuring compliance with new
standard and practices.

Ms. Dunn explained that the Pun Group hosts an annual seminar where standards are
reviewed. She noted the agency works with auditors to ensure compliance.

Board Member Elo-Rivera asked when staff knows to communicate these matters to the Board.

Ms. Cooney acknowledged that the agency attempts to communicate with the Audit Committee
as matters arise. She noted that the most impactful items are presented to the Board.

Mr. Pun invited Board Member Elo-Rivera to the annual training where GASB pronouncements
are reviewed.

Mr. Marinesi acknowledged that GASB 94 announcement will define the accounting treatment of
certain public-private partnership transactions. He explained how public-private partnerships are
defined and how financial statements are reflected for the agency.
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Mr. Pun acknowledged that GASB pronouncements are centered around accounting 
transactions and are reported in accordance with generally accepted accounting principles 
(GAAP). He also explained how it will impact public-private partnerships. 

Action Taken 

Chair Fletcher moved to receive a draft of the FY 2021 ACFR. Board Member Elo-Rivera 
seconded the motion, and the vote was 6 to 0 in favor with Board Member Salas absent.  

OTHER ITEMS  

5. Committee Member Communications and Other Business 

There was no Committee Member Communications and Other Business discussion.  

6. Next Meeting Date   

The next Audit Oversight Committee meeting is to be determined.  

7. Adjournment 

Chair Fletcher adjourned the meeting at 9:36 a.m. 

 
 
 

/S/ Nathan Fletcher  

  

Chairperson 
San Diego Metropolitan Transit System 

 Clerk of the Board 
San Diego Metropolitan Transit System 

Attachment: Roll Call Sheet 



SAN DIEGO METROPOLITAN TRANSIT SYSTEM  
AUDIT OVERSIGHT COMMITTEE 

 ROLL CALL 

MEETING OF (DATE):   
November 4, 2021 

CALL TO ORDER (TIME):   
9:03 am  

RECESS:   
 

RECONVENE: 
 

CLOSED SESSION:   
 

RECONVENE:   
 

PUBLIC HEARING:   
 

RECONVENE:   
 

ORDINANCES ADOPTED:     
 

ADJOURN: 
9:36 am 

 
 
 

REPRESENTAT
IVE 

BOARD MEMBER (Alternate) 
PRESENT 

(TIME ARRIVED) 
ABSENT 

(TIME LEFT) 

County FLETCHER 
(Chair) ☒ (Vargas) ☐ 9:03 am 9:36 am 

Vice Chair SOTELO-SOLIS ☒ (no alternate) ☐ 9:03 am 9:36 am 

City of San 
Diego ELO-RIVERA ☒ (Montgomery 

Steppe) ☐ 9:03 am 9:36 am 

East County GASTIL ☐ (Hall) ☒ 9:03 am 9:36 am 

SANDAG 
Transportation 

Committee 

MONTGOMERY 
STEPPE ☒ (Aguirre) ☐ 9:03 am 9:36 am 

Chair Pro Tem SALAS ☐ (no alternate) ☒ - - 

South Bay SANDKE ☒ (Aguirre) ☐ 9:03 am 9:36 am 

       

SIGNED BY THE CLERK OF THE BOARD: 
/S/ Dalia Gonzalez 

 

 



 

 
 

 

Agenda Item No. 4 
 

MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 
AUDIT OVERSIGHT COMMITTEE 

 
July 14, 2022 

 
SUBJECT: 
 

THE PUN GROUP ENGAGEMENT LETTER FOR THE FISCAL YEAR (FY) 2022 AUDIT (ERIN 
DUNN) 

 
RECOMMENDATION: 
 

That the 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 2022 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:  Sharon Cooney, 619.557.4513, Sharon.Cooney@sdmts.com  
 
Attachment: A. Engagement Letter 

B. Communication with Those Charged with Governance 

mailto:Sharon.Cooney@sdmts.com
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April 1, 2022 
 
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, 2022. 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 Responsibility under U.S. Generally Accepted Auditing Standards, Government Auditing Standards, and 
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (the “Uniform Guidance”) 
 
As stated in our engagement letter dated April 1, 2022, 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.  
 

4660 La Jolla Village Drive,  Suite 100, San Diego, California 92122 
www.pungroup.cpa

3939352 Pun & McGeady_L_final.pdf   2   1/14/14   3:48 PM
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San Diego Metropolitan Transit System 
April 1, 2022 
Page 2 

We have been engaged to report on the Schedule of Expenditures of Federal Awards, 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 the entity. Because the determination of waste 
and abuse is subjective, Government Auditing Standards do not expect auditors to perform specific procedures to 
detect waste or abuse in financial audits nor do they expect auditors to provide reasonable assurance of detecting 
waste or abuse. 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 have identified management override of controls as a significant risk of material misstatement. 

We expect to begin our audit on approximately April 25, 2022 and issue our report by November 15, 2022. 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 

Att.B, AI 4, 07/21/22 
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Presented by:
Kenneth Pun, CPA, CGMA
Coley Delaney, CPA
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

➢ Scope of Work

➢ Management’s Responsibilities

➢ Auditors’ Responsibilities

➢ Approach to the Audit

➢ Interim Audit Procedures

➢ Interim Audit Results

➢ Significant Transactions for 2022

➢ Implementation of Significant New GASB Standard
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Scope of Work

3

Financial 
Statement Audits

• MTS (ACFR), 
• San Diego 

Transit 
Corporation 
Employee 
Retirement Plan

Compliance Audit

• Single Audit –
MTS

Agreed-Upon 
Procedures

• Indirect Cost 
Rate

• National Transit 
Database

• Transportation 
Development 
Act

Other

• Management 
Letters; 

• Assistance with 
GASB 87 
Implementation
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

➢ Preparation and fair presentation of the financial statements in accordance with accounting
principles generally accepted in the United States of America,

➢ 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.

➢ In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about MTS’s

ability to continue as a going concern for twelve months beyond the financial statement
date, including any currently known information that may raise substantial doubt shortly
thereafter.
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

➢ Form and express an opinion about whether the financial statements that have been
prepared by management with Board oversight are presented fairly, in all material respects,
in accordance with accounting principles generally accepted in the United States of America

➢ Plan and perform the audit to obtain “reasonable” assurance (not “absolute” assurance)
about whether the financial statements are free of material misstatements.

➢ Consider internal control over financial reporting. Such considerations were solely for the
purpose of determining our audit procedures and not to provide any assurance concerning
such internal control.
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

• Obtain an understanding of internal control relevant to the audit 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 MTS’s internal control. Accordingly, no such opinion is expressed.

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the MTS’s ability to continue as a going concern for a reasonable
period of time.
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Our audit approach.

Results

✓Comprehensive 
Evaluation of 
Systems and 
Controls

✓Efficient Validation 
Process

✓Effective 
Compliance 
Review

✓Timely 
Performance

✓Minimal Disruption 
to the MTS’s

Operations

Planning 
(April)                              

Interim
(April/May)

Year-End
(Aug/Sept)

Reporting
(Oct/Nov)

Audit team meet with

Management team

Develop initial assessment of 

financial systems, policies, 

procedures

Address impacts of new audit 

standards and accounting 

pronouncements

Confirm our understanding of 

the operating environment, 

review internal controls, 

perform walkthroughs of 

transactions to determine if 

controls were properly 

designed and implemented

Implement audit plan based 

on business and 

transactional risk

Perform preliminary 

analytical procedures

Establish expectations and 

assignments for year-end 

testing

Hold progress meeting, 

communicate any findings 

identified

Conduct substantive audit 

procedures on significant 

account 

balances/transactions

Conduct specific procedures 

to address fraud risks

Perform substantive 

analytical procedures 

Perform confirmation of 

account balances and with 

the client’s Attorneys and 

legal counsel, banks, and 

others

Complete work on 

compliance with Federal 

Assistance programs under 

the Uniform Guidance (if 

applicable)

Hold an exit conference

Prepare draft copies of the 

Financial Statements, Agreed 

Upon Procedures Reports 

and Other Reports for 

management’s review

Perform Quality Control 

procedures over our work 

and reports in accordance 

with AICPA

Review Financial Statements 

for compliance

Prepare Required 

Communications to those 

Charged with Governance

Prepare and issue separate 

“management letter” 

Present final reports
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AUDIT OVERSIGHT COMMITTEE PRESENTATION
Agenda Item 4:  Engagement Letter / Audit Scope

Questions?



 

 
 

 

Agenda Item No. 5 
 

MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 
AUDIT OVERSIGHT COMMITTEE 

 
July 14, 2022 

 
SUBJECT: 
 

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

 
RECOMMENDATION: 
 

That the MTS Audit Oversight Committee (AOC) 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 25, 2022 through May 13, 2022, and 
tested MTS’s internal controls.  They also conducted a physical count of San Diego Trolley, Inc. 
inventory on June 24, 2022. 
 
The Pun Group will discuss the audit procedures performed during the interim audit and the 
results. They will also discuss the upcoming Governmental Accounting Standards Board 
(GASB) pronouncements that impact MTS. 

 
 
   
 
 
/S/ Sharon Cooney_______________________ 
Sharon Cooney 
Chief Executive Officer 
 
Key Staff Contact:  Sharon Cooney, 619.557.4513, Sharon.Cooney@sdmts.com  
 
Attachment: A. MTS Interim Exit Memo - 2022 
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Lucia Mansour

From: Coley Delaney <Coley.Delaney@pungroup.com>
Sent: Friday, May 27, 2022 10:18 AM
To: Larry Marinesi; Erin Dunn
Subject: Exit Meeting Agenda

CAUTION: This email originated from outside your organization. Exercise caution when opening attachments or clicking links, 
especially from unknown senders. 

Larry and Erin,  
 
Here is the agenda for today’s interim audit exit meeting:  
 
1) INTERNAL CONTROL PROCEDURES PERFORMED 
 Updated our understanding of how MTS’s  internal control systems are designed and  implemented  in order to

prevent and detect material misstatements.  
 Reviewed 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 significant transaction cycles.  

 
 Financial Reporting 

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

 Cash and Investments 
 Bank reconciliation – update, walkthrough, and test of controls 

 Revenues and Receipts  
 Farebox – update and walkthrough 
 Ticket Vending Machines – update and walkthrough 
 Transit Store – update and walkthrough 
 Invoicing – update and walkthrough 
 Bank deposits – update and walkthrough 
 Compass card/PRONTO – update and walkthrough 
 Grants/Intergovernmental ‐ update and walkthrough 
 Pension Contributions – update and walkthrough – SDTC Pension 

 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 – MTS and SDTC Pension 
 Payroll process – update and walkthrough 
 Rate/status change – update and walkthrough 

 Inventory 
 Daily cycle count – update and walkthrough 
 Receiving and dispensing – update and walkthrough 

 Capital Assets 
 Additions/deletions – update and walkthrough 
 CIP – update and walkthrough 

 
2) OTHER PROCEDURES PERFORMED 
 Performed fraud risk inquiries 
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 Update understanding of general IT controls and IT environment 
 Reviewed fiscal year 2022 budget and mid‐year budget adjustments 
 Reviewed minutes of board, executive committee, and audit oversight committee meetings through April 2022 
 Performed pension census data testing for MTS and SDTI  
 Performed distributions testing for SDTC Pension 
 Performed participant data testing for SDTC Pension 
 Preliminary TDA compliance expenditure testing 
 Imported Q1‐Q3 GL transaction detail to Mindbridge Ai for risk scoring/Relative Risk Grid 

 
3) RESULTS 
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.  
 
4) OPEN ITEMS   
 SDTI inventory count – scheduled for June 24 – please provide updated inventory listing by 6/22 in the afternoon
 Claims file testing – scheduled for June 24 
 Collection of items to be mailed after June 30: 

o Confirmations 
o Attorney letters (mail 9/1) 

 Audit Oversight Committee meeting on July 14 at 9AM 
 

5) DISCUSSION ITEMS 
 GASB 87 implementation 
 Capitalization of Mid‐Coast Trolley extension 
 Internal audit function 
 Year end audit dates (three weeks beginning 8/15 or 8/22?) 

 
 
 

 

Coley Delaney, CPA
 

Partner 
The Pun Group LLP 
 

4365 Executive Drive, Suite 710 
 

San Diego,  CA  92121
 

P:858.242.5101 
C:805.717.2086 
Coley.Delaney@pungroup.com 
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Any accounting, business or tax advice contained in this communication, including attachments and enclosures, is not intended as a 
thorough, in-depth analysis of specific issues, nor a substitute for a formal opinion, nor is it sufficient to avoid tax-related penalties. If 
desired, The Pun Group, LLP would be pleased to perform the requisite research and provide you with a detailed written analysis. 
Such an engagement may be the subject of a separate engagement letter that would define the scope and limits of the desired 
consultation services. 
 
PRIVILEGED AND CONFIDENTIAL 
This communication and any accompanying documents are confidential and privileged. They are intended for the sole use of the 
addressee. If you receive this transmission in error, you are advised that any disclosure, copying, distribution, or the taking of any 
action in reliance upon this communication is strictly prohibited. Moreover, any such disclosure shall not compromise or waive the 
attorney-client, accountant-client, or other privileges as to this communication or otherwise. If you have received this communication 
in error, please contact me at the above email address. Thank you.
 

 

Att.A, AI 5, 07/21/22 

A-3



Presented by:
Kenneth Pun, CPA, CGMA
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Interim Audit Procedures
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• Initial risk assessment
• Obtain understanding and perform walkthrough and/or tests 

of control on significant transaction classes
• Financial Reporting (Budgeting/Journal Entries, Reports to Board)
• Revenue and Cash Receipts
• Procurement and Cash Disbursements
• Capital Assets
• Payroll and Human Resources

• Confirm risk assessment and design audit procedures 
• IT system controls/cyber security
• Fraud risk inquiries
• Prepare attorney letters and confirmations
• Preliminary analytics – Utilizing Audit Artificial Intelligence 

Tools (MindBridge) and Computerized Analytics 

7/12/2022
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Interim Audit Procedures (Continued)
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• Census data testing – PERS/SDTC 
Pension/OPEB

• Related party testing
• TDA Compliance testing
• Inventory count
• Claims file testing 

7/12/2022
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Interim Audit Results
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Based on the interim procedures performed, 
internal controls for the selected transaction 
cycles appeared to be properly designed, in 
place, and operating effectively in order to 
prevent and detect material misstatements. 

No significant deficiencies or material 
weaknesses over internal control, compliance, 
or financial reporting noted. 

We do not provide an opinion on the operating 
effectiveness of MTS’s internal controls – data 
gathered is for risk assessment purposes. 

7/12/2022
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SAN DIEGO METROPOLITAN TRANSIT SYSTEM
AUDIT OVERSIGHT COMMITTEE PRESENTATION

➢Capitalization of Mid-Coast Trolley Extension
➢ Extension of UC San Diego Blue Line placed into service in November 2021

➢ Project expected to be contributed to MTS from SANDAG

➢ Approximately $2B of contribution revenue and capital asset additions in fiscal year
2022
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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.

➢ MTS will report leases receivable and related deferred inflows of resources for all leases
as lessor

➢ Lessee reporting side not expected to be significant

➢ Reporting will be retroactive to 7/1/2021
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AUDIT OVERSIGHT COMMITTEE PRESENTATION
Agenda Item 5:  Interim Audit

Questions?



 

 
 

Agenda Item No. 6 
 

MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM 
  AUDIT OVERSIGHT COMMITTEE 

 
July 14, 2022 

 
SUBJECT: 

 
INTERNAL AUDIT ACTIVITY UPDATE REPORT (TOUFIC TABSHOURI) 

 
INFORMATIONAL ONLY 

 
Budget Impact 
 
None. 

 
DISCUSSION: 

 
MTS Internal Auditor will present a report on Internal Audit activities.  

 
 
 
 
 
/S/ Sharon Cooney_______________________ 
Sharon Cooney 
Chief Executive Officer 
 
Key Staff Contact:  Sharon Cooney, 619.557.4513, Sharon.Cooney@sdmts.com  
 
 
 

mailto:Sharon.Cooney@sdmts.com


Internal Audit Update

July 14, 2022
Toufic Tabshouri
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AI No. 6, 7/14/2022



Agenda

1. Audit Planning Process
2. Planned Audits for Calendar Year 2022 
3. Triennial Review
4. Fraud Prevention and Investigation

2



Audit Planning Process

1. Conduct a Risk Assessment
a) Divide the organization into auditable units (e.g. 

departments, divisions, processes, and programs).
b) For each unit, determine the inherent risk level based 

on factors such as budgeted amounts, number of 
employees, and criticality of operations. 

c) Evaluate risks for various threat scenarios: What could 
go wrong in this area?

3



Audit Planning Process

d) Rate risks based on:
• Probability of occurrence
• Severity of impact 

e) Modify the rating, based on:  
• Presence and strength of controls
• Past audit findings
• Other information (e.g. regulatory changes, new 

management...) 
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Audit Planning Process
2. Generate a list of potential audits
3. Discuss with directors, General Counsel, Chief 

Executive Officer (CEO)
4. Create a budget 
5. Obtain CEO approval and present before Audit 

Oversight Committee 
Note: This year, I did not select audits based on risk 
scores, but took into account the capacity of 
departments to cope with audits as well as prior year 
audit coverage. 
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Internal Audit Budget 
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Annual 
Basis

Prorated (28 weeks) 
through Calendar 

Year 2022
Work Hours 2,080 1,123
Less:

Holidays (72) (40)
Annual Leave (184) (99)
Training (40) (22)
Audit Management and 

Administrative
(180) (97)

Available Audit and 
Consultation Hours

1,612 865



Audit Plan 
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Audit Topic Estimated 
Hours

Travel Expense Claims 160
Accounts Payable 200
Board Policy Reviews (2 to 3 
policies)

200

Procurement Micropurchases
(Consultation) 

160

Pronto (Potential) TBD
IT Security Update Report 160
Total 880



Federal Transit Administration’s 
Triennial Review

• The process works as follows: 

 The FTA assigns a reviewer (contractor)

 The contractor makes a document request 

 MTS provides the documents  

 The contractor interviews various MTS staff

 The contractor issues a draft report, gets MTS response, 
and then finalizes the report.   

• My role was to observe the effort, note any issues, and 
make recommendations for future improvement.
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6.Fraud Prevention and 
Investigation

• MTS Board Policy 56 – Fraud in the Workplace
• Provides authority and delineates roles and 

responsibilities to the CEO, GG, and Internal Auditor

• MTS Fraud, Waste and Abuse Hotline 
• Good control

• Communication with Human Resources
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Questions?
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