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PricewaterhouseCoopers LLP, Three Embarcadero Center, San Francisco, CA 94111-4004
T: (415) 498 5000 F: (415) 498 7100

November 1, 2018

Dear Members of the Finance Committee of the Association of Bay Area Governments:

We are pleased to submit our Report to the Finance Committee related to the results of our fiscal year 2018 audit 
of the Association of Bay Area Governments (“ABAG” or the “Organization”). Our report includes a summary of the 
results of our audit work and other required communications.

This report has been prepared in advance of our meeting and prior to the completion of our procedures. Other 
matters of interest to the Finance Committee may arise that we will bring to your attention at our meeting.  

We look forward to presenting this report, addressing your questions and discussing any other matters of interest. 
Please feel free to contact me at 415-377-4410 or ian.fleming@pwc.com with any questions you may have.

Very truly yours,

Ian Fleming
Engagement Partner
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Executive summary

Key events and transactions affecting the year
• ABAG Staff Consolidation with MTC

• Adoption of GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions

Highlights

• Audit has been 
substantially completed

• We have used final 2018 
balances to update 
preliminary materiality

• Continued independence 
has been affirmed

• We did not identify any 
potential or known fraud, 
irregularities, or illegal acts

Status of our audit
• We have substantially completed our audits of the financial statements of ABAG and its aggregately presented non major funds 
(BALANCE Foundation and ABAG Finance Corporation) in accordance with accounting principles generally accepted in the United 
States of America as of and for the year ended June 30, 2018. Pending items include:

• Keeping current procedures

• Receipt of signed management representation update letter

• Receipt of final in-house counsel letter update and external counsel legal letters

• Completion of certain audit procedures

Identified misstatements, recorded and unrecorded
• There were no uncorrected misstatements identified by management or the auditors. One audit adjustment that was corrected by 

management is described in the required communications section on page 11. 
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Status of our audit

Remaining items to complete Significant changes to the audit plan

We are in the process of completing the audit procedures in accordance with 
our audit plan to address the identified risks. 

Open items include:
• Keeping current procedures
• Receipt of signed management representation update letter
• Receipt of final in-house counsel letters
• Completion of certain audit procedures

We expect to issue our unmodified report on the financial statements of the 
Organization on November 16, 2018. 

We provided our planned audit approach, including our preliminary 
risk assessment, and related scoping considerations for FY2018 to the 
Executive Board on August 6, 2018. Throughout the audit, we 
continuously evaluated the appropriateness of our audit strategy. 
There were no significant changes to the planned audit approach.
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Audit risks and results

Risk Significant findings

Management override of controls – presumed risk under the auditing 
standards None to report

Significant risk

Significant risk

Final audit plan

Other matters of emphasis

Item Significant findings

Implementation of GASB Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions None to report

Testing of conduit debt disclosures None to report

Federal, State and Local government grant expenditures None to report
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Audit risks and results
Significant accounting policies and practices

The following table summarizes ABAG’s initial adoption of, or changes to existing, significant accounting policies practices:

Significant accounting 
policy or practice

Effect on financial statements 
or disclosures Date adopted Audit result

GASB 75: Valuation of other 
postemployment benefit 
(OPEB)

Management is required to report 
a liability on the face of the 
financial statements, representing 
their financial obligation for the 
defined benefit other post 
employment benefits (OPEB) that 
they provide. 

Management adopted
the standard for FY18

As part of our audit, we evaluated 
management policies and concluded 
practices are aligned with the applicable 
guidance. 

Further, we tested the recognition, 
estimation, allocation, and valuation of 
OPEB’s assets and liabilities. No 
significant exception noted.
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Independence re-evaluation

Material uncertainties 
related to events and 

conditions (specifically 
going concern)

There were no independence matters that occurred or were identified subsequent to our most recent independence affirmation provided.

We are not aware of any material uncertainties that cast doubt on ABAG’s ability to continue as a going concern.

Other information in 
documents containing 

audited/reviewed financial 
statements

We did not identify any information that was materially inconsistent with the information in the financial statements.

Disagreements with 
management

There were no disagreements with management. 

Consultation with other 
accountants

We are not aware of any consultations management has had with other accountants about significant accounting or auditing matters.

Difficulties encountered 
during the audit

There were no significant difficulties encountered during the audit.

Other material written 
communications

Appendix I includes a copy of management’s representation letter.

Non-compliance with laws 
and regulations

We did not identify any instances of non-compliance with laws and regulations.

Fraud or Illegal acts We did not identify any potential or known fraud, irregularities, or illegal acts.

Alternative accounting 
treatments 

We did not identify any alternative treatments permissible under US GAAP for accounting policies and practices related to material items, 
including recognition, measurement, and presentation and disclosure.

Other required communications
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Identified 
misstatements

It was discovered that, for internal tracking purposes, ABAG recorded revenues twice for work which ABAG performs related to certain grants. This was done 
to match grant revenues to allowable expenses, but it caused an overstatement in revenue of $220k. PwC identified $145k of this overstatement, and 
management identified an additional $75k as a result of internal follow up procedures. Management booked an adjustment which decreased both revenues 
and expenses by $220k, and increased both transfers in and transfers out by $220k.

There were no uncorrected misstatements identified. 

Control 
deficiencies

We considered internal controls over ABAG’s financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions 
on the financial statements but not for the purpose of expressing an opinion on the effectiveness of ABAG’s internal controls. Accordingly, we do not express 
an opinion on the effectiveness of ABAG’s internal control. In performing our audit, we identified no material weaknesses and did not become aware of any 
significant deficiencies.

Departure from 
standard report

Our report will have an emphasis of matter paragraph in order to discuss the implementation of GASB 75.

Other matters There were no other matters arising from the audit that are significant to the oversight of ABAG’s financial reporting process.

Quality of the 
organization’s 

financial 
reporting

We have performed an evaluation of whether the presentation of the financial statements and the related disclosures are in conformity with the applicable 
financial reporting framework, including our consideration of the form, arrangement, and content of the financial statements (including the accompanying 
notes). We did not identify any instances of non conformity.

We have evaluated management's anticipated application of accounting pronouncements that have been issued but are not yet effective and might have a 
significant effect on future financial reporting. We do not have any concerns as a result of our evaluation. 

We have evaluated the potential effect on the financial statements of significant exposures and risks, and uncertainties, such as pending litigation, that are 
disclosed in the financial statements. We did not identify any matters with a material potential effect.

We have evaluated whether the difference between estimates best supported by the audit evidence and estimates included in the financial statements, which 
are individually reasonable, indicate a possible bias on the part of ABAG management. We did not identify any areas of possible bias.

Other required communications
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