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REPORT TO THE AUDIT -LEGAL COMMITTEE
RECOMMENDATION TO INCREASE AUDIT TRANSPARNCY

November 2012

PURPOSE

The Office of Audit requests that the Audit Legal-Committee approve a change to require that
most "audit matters" be discussed in open sessions, limiting the use of executive sessions to the
four exceptions described below in this paper. The Office of Audit also requests that the Audit
Committee approve a resolution to amend the language in the Airports Authority Bylaws
permitting all "audit matters" to be discussed in executive sessions and to have the Audit-Legal
Committee immediately implement these changes until such time as the Bylaws can be formally
amended.

BACKGROUND

The Airorts Authority Bylaws permit "audit matters" to be discussed in executive sessions.
The Departent of Transportation, Office of the Inspector General has recommended that the
Airports Authority revise the Bylaws to more precisely state topics that shall be discussed in
open sessions. This paper recommends that most "audit matters" be discussed in open sessions
and limits the use of executive sessions to four specific topics.

The Office of Audit sent a survey to several airports with a range of sizes and governance pro-
cesses to ascertin whether their audit committees met in open or closed sessions or a combina-
tion of both. A total of 17 responses were received. The same information for the Airports
Authority was included with the 17 responses for a total of 18 airports. In brief, the results are as
follows:

. Eleven of the 18 airports had audit committees;

. Eight airports met in open sessions;

. Two met in closed sessions;

. One met in a combination of open and closed sessions;

. Two airports with audit committees published their results on a public website; and

. One airport that did not have an audit committee published its reports on the web.

A sumar table ~th the surey questions and responses is attached.

In addition to reviewing the surey results, the Office of Audit reviewed the guidance in the By-
laws on executive sessions to ensure consistency with other requirements for executive sessions.
Consideration also was given to not disclosing proprietar or confdential information about

vendors and employees that would not otherwise be disclosed or might be the subject of futue or
ongoing litigation.



RECOMENDATION

The Audit-Legal Committee wil conduct most of its meetings in open sessions and will limit the
use of executive sessions for discussions of the four exceptions described below:

1. Airport security and information security audits;

2. Personally identifiable information or sensitive information in personnel actions and pro-

curement matters, including vendor proprietar information and employee names, unique
titles, or recommendations to discipline or terminate employees;

3. Matters involving litigation, whether actual or potential, that may invoke the attomey-
client privilege; and

4. Discussions with the financial statement auditors and the vice president of audit where
the professional standards applicable to such auditors, when conducting a financial state-
ment audit, require the discussion to be held in closed session.

The Audit-Legal Committee wil also continue to comply with current requirements to convene
in open sessions to vote for resolutions and to recommend contract actions.

Prepared by:
Offce of Audit
November 2012
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Proposed Resolution

Recommendation to Increase Audit Transparency

WHEREAS, The Bylaws authorize the Audit - Legal Committee to meet on
"audit matters" in executive session;

WHEREAS, The Office of Inspector General of the Department of Trans-
portation has recommended that specific audit matters that could be considered
in open session be more precisely stated;

WHEREAS, The Office of Audit staff has considered practices with respect
to audits at 17 other U.S. airports, and has recommended that executive ses-
sions be limited to a list of topics, as set forth below; and

WHEREAS, The Audit-Legal Committee is entirely in accord with the Of-
fice of Audit recommendation; now, therefore, be it

RESOLVED, That the Audit-Legal Committee wil conduct all meetings in
open session, except when the agenda includes any of the following four areas:

1. Airport security and information security audits;

2. Personally identifiable information or sensitive information in personnel
actions and procurement maters, including vendor proprietary infor-
mation and employee names, unique titles, or recommendations to dis-
cipline or terminate employees;

3. Matters involving litigation, whether actual or potential, that may invoke
the attorney-client privilege;

4. Discussions with the financial statement auditors and the Vice Presi-
dent of Audit where the professional standards applicable to such audi-
tors, when conducting a financial statement audit, require the discus-
sion to be held in closed session; and

RESOLVED, That the Bylaws should be amended to reflect these consid-
erations at the next opportunity.

For consideration by the Audit-Legal Committee
and the Board of Directors on November 14, 2012


