
 

 
 
Date:  Friday, August 21, 2020 
To:  Metro Housing Bond Oversight Committee 
From:  Megan Gibb, Land Use and Urban Development Manager, Elissa Gertler, Planning and 

Development Department Director, and Brian Kennedy, Chief Financial Officer 
Subject: Housing Bond Audit preliminary findings 

 
As you may have heard, you will be receiving an email from the Metro Auditor early next week that 
details preliminary findings about Housing Bond oversight.  The Auditor’s office has flagged two 
items for improvement: conflict of interest disclosures and administrative costs.  We appreciate the 
hard work of the Auditor’s office in providing feedback that will result in program improvement. 
We’ve agreed to implement their recommendations to have updated conflict of interest statements 
at the beginning of every Housing Bond Oversight Committee meeting, and the Finance department 
will be developing a detailed definition of all eligible administrative costs. 
 
While we’ve agreed to implement their recommendations, we do object to some of the findings in 
the memo.  Regarding the contracts listed in the Memo that could constitute a conflict of interest, 
Metro staff did not consider contracts A, B or C to have a potential conflict.  The individual in 
question worked as a subconsultant on a contract with a one person consulting firm. Staff utilized 
the subconsultant format to provide ease in contracting and minimize paperwork by having only 
one contract.  Although the contract date extended after their appointment to the committee, the 
individual finished their work prior to their appointment to the Housing Bond Oversight 
Committee.  One of the other contracts is an on call flexible services contract to provide technical 
expertise as needed for the entire department, and the other was for technical assistance for a 2040 
Planning and Development grant project.  The member in question was not on any of these other 
contracts. Regarding Contract D, staff checked with the Office of Metro Attorney who determined it 
was not an actual conflict, but that it should be disclosed for transparency.  Therefore staff had 
scheduled at the last Housing Bond Oversight Committee meeting in June for the committee 
member in question to provide the disclosure, however, the committee member had an urgent 
issue to address and had to leave the meeting prior to this agenda item. 
 
The Metro Auditor also raised three issues related to the classification of administrative costs for 
the Housing Bond program. First, the Auditor stated it was difficult to tie some costs to the 
categories in the bond work plan. Those costs included travel, staff development and paid leave. 
The Auditor described these as “examples of questionable administrative expenditures.” We 
strongly disagree that they are questionable. The Housing Bond work plan states that Bond 
proceeds “may be expended on administrative costs associated with the implementation of 
program activities, including Program development and administration, financial administration, 
and monitoring and oversight functions prior to the completion of the Unit Production Targets.” 
Metro’s accounting policies and guidance clearly state that internal (or indirect) costs related to the 
creation of capital assets are also appropriately classified as capital costs. Costs associated with 
staff performing administrative tasks as described by the work plan are also clearly bond-eligible, 
administrative expenses. 
 
For the second issue, the Auditor noted that a number of transactions were reversed in the 
accounting system to correct coding. The Auditor argues that having to reverse transactions 
indicated confusion over which costs should be administrative. That may be the case, but it is also 
an indication that Metro’s system of internal controls were working properly and that staff are 
diligent in ensuring that transactions are coded correctly. 
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Finally, the Auditor states that written guidance on administrative costs would ensure a more 
consistent approach to coding expenditures if there are personnel changes. As noted in our 
response to the Auditor, we agree with this recommendation and are working to develop more 
written guidance. 
 
 
Please reach out to staff if you have any questions.  The full audit will be completed this fall.  
 
 
 
cc: Marissa Madrigal, Chief Operating Officer 
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