Portland Clty Auditor Auditor Mary Hull Caballero
Audit Services Division Director Drummond Kahn

DATE: January 19, 2017

TO: City Council

FROM: Mary Hull Caballero, City Auditc;r))urJ C

SUBJECT: Results of Financial Audit of the City Comprehensive Annual Financial Report for

FY 2015-16 and related communications (Report)

| am pleased to submit the results of the annual audit of the City’s financial statements for
FY2015-16 and the auditor’s required communication with you. Moss Adams, the outside CPA
firm that conducted the audit, concluded the statements are an accurate reflection of the City’s
financial condition.

Portland is required by state law and by the federal Single Audit Act to have an annual audit of
its financial statements and compliance with the terms of the federal awards the City and the
Portland Development Commission receive. Management prepares the financial statements
and an outside CPA firm audits them. By Charter, the City Auditor oversees the selection of the
outside accountants, and manages terms of the audit contract.

James Lanzarotta, partner at Moss Adams, will discuss the audit results at the February 1, 2017
City Council meeting. While the overall opinion is positive, a financial audit opinion does not
speak to the wisdom of the City’s past financial decisions. Mr. Lanzarotta’s communication calls
to your attention that the cost of providing the City’s general governmental services continues
to exceed the revenues recognizable for financial reporting purposes. The use of the
Governmental Accounting Standards to do financial reporting allows the impact of the City’s past
financial decisions to be measured in a way that is comparable to the financial reports of other
municipalities. This excess of costs over revenues for the City’s governmental activities is not a
material weakness in financial reporting controls, but is a fact which should be monitored.

The audited financial statements are attached as Exhibit A. The auditor’s required
communication with you is attached as Exhibit B.
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