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@ MOSSADAMS

Report of Independent Auditors

To the Council Members
Northwest Power and Conservation Council

Report on the Financial Statements

We have audited the accompanying financial statements of Northwest Power and Conservation
Council (the Council) which comprise the statements of financial position as of September 30, 2017
and 2016, and the related statements of activities and cash flows for the years then ended, and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audits to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Council’s preparation and fair presentation of the financial statements 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 Council’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Northwest Power and Conservation Council as of September 30, 2017 and 2016,
and the changes in its fund balance and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matter
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedule of expenditures of federal awards and related notes to the schedule of
expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
20, 2017 on our consideration of Northwest Power and Conservation Council's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to describe
the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of Northwest Power and Conservation
Council's internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering Northwest
Power and Conservation Council's internal control over financial reporting and compliance.

[\/\\!’ YN, FX{@LCLH\,Q,}' LAF

Portland, Oregon
December 20, 2017



Northwest Power and Conservation Council
Statements of Financial Position

ASSETS
September 30,
2017 2016

Cash and cash equivalents $ 254,312 $ 802,758
Restricted cash 1,132,610 1,200,364
Total cash and cash equivalents and restricted cash 1,386,922 2,003,122
Awards receivable 720,785 277,924

Property and equipment, at cost:
Furniture and equipment 1,271,470 1,158,052
Leasehold improvements 174,279 174,279
Total property and equipment 1,445,749 1,332,331
Less accumulated depreciation and amortization (1,188,112) (990,621)
Net property and equipment, at cost 257,637 341,710
Total assets $ 2,365,344 $ 2,622,756

LIABILITIES AND FUND BALANCE

Accounts payable $ 442,616 $ 698,677
Accrued payroll, payroll taxes, and employee benefits 785,456 732,437
Deferred project revenue 879,624 849,921
Deferred rent payable 142,067 84,126
Total liabilities 2,249,763 2,365,161
Fund balance 115,581 257,595
Total liabilities and fund balance $ 2,365,344 $ 2,622,756

See accompanying notes. 3




Northwest Power and Conservation Council
Statements of Activities

AWARDS AND REVENUES
Bonneville Power Administration awards
Interest income
Other income

Total awards and revenues

EXPENSES
Personnel service salaries
Professional service contracts
Payroll taxes and benefits
Facilities rent
Office supplies and services
Travel
Depreciation and amortization
Equipment rental and maintenance
Miscellaneous expenses
Publicity
Education and training

Total expenses
DECREASE IN FUND BALANCE
FUND BALANCE, beginning of year

FUND BALANCE, end of year

Years Ended September 30,

2017 2016
$ 13,054,529  $ 12,536,444
1,632 1,530

533 3,619
13,056,694 12,541,593
5,805,378 5,586,222
2,818,128 2,696,104
2,619,157 2,557,375
601,968 448,227
578,044 668,269
411,051 435,373
197,516 174,912
67,131 76,128
62,296 62,430
34,277 22,754

3,762 31,197
13,198,708 12,758,991
(142,014) (217,398)
257,595 474,993

$ 115581 $ 257,595

See accompanying notes.




Northwest Power and Conservation Council

Statements of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES
Decrease in fund balance

Adjustments to reconcile decrease in fund
balance to net cash from operating activities:
Depreciation and amortization

Changes in assets and liabilities:
Awards receivable
Prepaid expenses and other assets
Accounts payable
Accrued payroll, payroll taxes, and employee benefits
Deferred project revenue
Deferred rent payable

Net cash (used) from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment

Net cash from investing activities

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
AND RESTRICTED CASH

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH,
beginning of year

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH,
end of year

See accompanying notes.

Years Ended September 30,

2017 2016
$ (142,014) $ (217,398)
197,516 174,912
(442,861) 325,541
- 106,629
(256,061) 286,039
53,019 (75,190)
29,703 27,873
57,941 26,502
(502,757) 654,908
(113,443) (115,151)
(113,443) (115,151)
(616,200) 539,757
2,003,122 1,463,365
$ 1,386,922 $ 2,003,122




Northwest Power and Conservation Council
Notes to Financial Statements

Note 1 — Organization and Summary of Significant Accounting Policies

Organization

Northwest Power and Conservation Council (the Council) was established by the Pacific Northwest
Electric Power Planning and Conservation Act (the Act), as enacted by Congress of the United States, on
December 5, 1980.

The Council, which consists of two representatives from each of the four states of Oregon, Washington,
Idaho, and Montana, is charged with developing a comprehensive long-range plan for meeting the
electric energy needs of the four-state region. The Council is also specifically charged with establishing a
program to protect and enhance the fishery resources of the Columbia River System, as well as
balancing the energy needs and resources of the region with environmental considerations.

The Council has developed the Columbia River Basin Fish and Wildlife Program, which was originally
adopted on November 15, 1982, and subsequently amended to include salmon recovery measures. The
Council has also developed the Northwest Conservation and Electric Power Plan, which was originally
adopted on April 27, 1983. The Council now directs its efforts to the implementation and revision of these
programs at both the regional and state levels. The most recent revisions were adopted in 2014 for the
Fish and Wildlife Program and in 2016 for the Seventh Northwest Electric Power and Conservation Plan.

As provided by the Act, the Bonneville Power Administration (Bonneville) pays compensation and other
expenses of the Council for the performance of its functions and responsibilities relating to the Act.
Bonneville is required to pay the Council for expenses not to exceed 0.02 mills per kilowatt-hour (kwh) of
forecasted firm power sales for the year to be funded. However, funding may be increased up to 0.10
mills per kwh of forecasted firm power sales in any year upon a showing of need by the Council. Actual
Council program expenses funded through Bonneville for the years ended September 30, 2017 and 2016
were $11,047,437 and $10,605,337, respectively. On a budgetary basis of accounting, which differs from
the accrual method primarily by including capital outlay expenditures and excluding depreciation,
expenses were $10,963,364 with $3,083,544 allocated for the operations of State Councils for the year
ended September 30, 2017. Expenses were $10,545,576 with $3,018,975 allocated for the operations of
State Councils for the year ended September 30, 2016.

Use of estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Cash and cash equivalents
The Council considers all cash on hand, including restricted cash, and investments in money market
funds with an original maturity date of three months or less, as cash and cash equivalents.




Northwest Power and Conservation Council
Notes to Financial Statements

Note 1 — Organization and Summary of Significant Accounting Policies (continued)

Restricted cash

Restricted cash represents the amount of funds received from outside sources that are restricted for
specific projects as well as funds reserved for employee retirement plan obligations. Restricted cash
balances generally cannot be used for any reason other than their intended purpose.

During the year, the Council adopted Financial Accounting Standards Board (FASB) Accounting
Standards Update (ASU) 2016-18, Statement of Cash Flows (topic 230) — Restricted Cash. This
guidance requires that a statement of cash flows explain the change during the year in the total cash and
cash equivalents and amounts generally described as restricted cash and restricted cash equivalents
when reconciling the beginning-of-year and end-of-year total amounts shown on the statement of cash
flows. This update did not have a significant impact on the Council’s financial statements.

Awards receivable

Awards receivable are reported at their outstanding principal amount. Awards receivable are considered
by management to be fully collectible within one year and, accordingly, no allowance for doubtful
accounts is considered necessary.

Property and equipment

The cost of property and equipment is being depreciated over the estimated useful lives of the assets
using the straight-line method. Estimated useful lives range from three to five years. New equipment with
costs exceeding $1,500 is capitalized; expenditures for repairs and maintenance are expensed when
incurred.

The cost of leasehold improvements are capitalized and amortized over the shorter of the term of the
applicable leases or their estimated useful lives, which range from one to five years.

Deferred project revenue
Deferred project revenues represent funds received in the current fiscal year which relate to the following
fiscal year’s activities. The deferred balance is recognized as related program expenditures are incurred.

Deferred rent payable

The Council records lease expense over the lease term on a straight-line basis for leases with fixed
escalation clauses. Accordingly, the Council recognizes deferred rent to the extent that the straight-line
recognition of lease expense exceeds required lease rental payments. Deferred rents are reduced when
lease payment requirements exceed the recognized amount of expense.

Professional service contracts

As provided by the Act, the Council contracts with independent third parties to conduct studies or provide
specific services in conjunction with the development of long-range plans. Liabilities and expenses for
contractual services are recognized when incurred.




Northwest Power and Conservation Council
Notes to Financial Statements

Note 1 — Organization and Summary of Significant Accounting Policies (continued)

Travel expenses

Travel expenses of individuals paid directly by the Council are subject to its travel regulations. Travel
expenses of Council members paid directly by member states are also subject to Council travel
regulations.

Income taxes
Under current federal and state income tax regulations, the Council is exempt from income taxes under a
Federal Act of Congress and has no requirements to file exempt organization tax returns.

The Council follows generally accepted accounting principles related to uncertain tax positions. In this
regard, and if applicable, the Council would recognize the tax benefit from uncertain tax positions only if it is
more likely than not that the tax positions would be sustained upon examination by tax authorities, based on
the technical merits of the position. The tax benefit measurement is based on the largest benefit that has a
greater than 50% likelihood of being realized upon ultimate settlement. As of September 30, 2017 and 2016,
the Council has not identified any uncertain tax positions requiring accrual or disclosure. The Council
recognizes interest and penalties, if any, related to income tax matters in miscellaneous expenses. During
the years ended September 30, 2017 and 2016, no interest or penalties were recognized.

Subsequent events

Subsequent events are events or transactions that occur after the statement of financial position date but
before financial statements are available to be issued. The Council recognizes in the financial statements
the effects of all subsequent events that provide additional evidence about conditions that existed at the
date of the statement of financial position, including the estimates inherent in the process of preparing the
financial statements. The Council’s financial statements do not recognize subsequent events that provide
evidence about conditions that did not exist at the date of the statement of financial position but arose
after the statement of financial position date and before financial statements are available to be issued.
The Council has evaluated subsequent events through December 20, 2017, which is the date the
financial statements were available to be issued.

Note 2 — Restricted Cash

Restricted cash balances consisted of the following as of September 30:

2017 2016
Nature of restriction:
Special projects funded by utilities $ 770,908 $ 856,388
Council retirement funds 361,702 343,976

$ 1,132,610 $ 1,200,364




Northwest Power and Conservation Council
Notes to Financial Statements

Note 3 — Awards Receivable — Bonneville Power Administration Funding

The following represents awards receivable from Bonneville as of September 30:

2017 2016
Regional Technical Forum Support $ 311,353 $ 165,215
Council Programs 317,122 -
Independent Scientific Advisory Board 63,290 65,575
Independent Scientific Review Panel 29,020 47,134
Total awards receivable $ 720,785 $ 277,924

Note 4 — Independent Scientific Review Panel

During 1997, Congress passed the Energy and Water Development Appropriations Act, which added an
amendment to the Act. The amendment requires the Council to create an independent panel of scientists
and peer review groups to examine projects proposed for funding by Bonneville. Funding for the panel is
provided by Bonneville and is separate from the Council’s operating budget. Expenses of the
Independent Scientific Review Panel for the years ended September 30, 2017 and 2016 were $306,750
and $307,660, respectively.

Note 5 — Independent Scientific Advisory Board

In 1996, the Council and the National Oceanic and Atmospheric Administration (NOAA) Fisheries
established the Independent Scientific Advisory Board (ISAB). The ISAB was formed to provide
independent advice and recommendations regarding scientific issues posed by representative agencies
on matters that relate to their fish and wildlife programs. In 2002, the Columbia River Basin Indian Tribes
were added as equal partners in the sponsorship of the ISAB. For the years ended September 30, 2017
and 2016, ISAB expenses, which are supported through revenue from Bonneville, were $230,921 and
$267,103, respectively.

Note 6 — Regional Technical Forum Support

The Regional Technical Forum Support (RTF) is an advisory committee established in 1999 to develop
standards to verify and evaluate conservation savings. Members are appointed by the Council and
include individuals experienced in conservation program planning, implementation, and evaluation. The
RTF is also responsible for developing a conservation and renewable resources rate discount (C&RD) for
Bonneville. The C&RD program awards rate discounts to customers who have implemented effective
energy conservation measures.




Northwest Power and Conservation Council
Notes to Financial Statements

Note 6 — Regional Technical Forum Support (continued)

RTF projects include the assessment of potential energy efficiency technologies, measures, practices
and renewable resources to determine their incremental costs, energy and capacity savings, reliability,
and value to the region’s bulk power system. RTF work is funded by Bonneville and other utilities and is
performed by Council staff and contractors employed by the Council for specific analytical tasks.
Expenses of the RTF for the years ended September 30, 2017 and 2016 were $1,613,600 and
$1,578,891, respectively.

Note 7 — Commitments

The Council leases office space and various equipment under operating lease agreements. Future
minimum lease payments under these leases for the year ending September 30, 2017 is as follows:

2018 $ 480,079
2019 482,151
2020 462,342
2021 455,424
2022 92,898
S 1,072,894

Certain leases contain periodic escalation clauses. Total facilities and equipment rental expense,
including short-term rentals, maintenance contracts, and leases of less than one year was $537,943 and
$403,226 for the years ended September 30, 2017 and 2016, respectively.

Note 8 — Deferred Compensation Trust and Pension Plan

The Council has established a state and local government deferred compensation trust for its employees.
The trust was established during 2000 to replace the structure of a previous deferred compensation plan.
As a result of formation of the trust, all plan assets and related benefit obligations were removed from the
books and records of the Council and placed with the trust. Under the deferred compensation trust,
pursuant to Section 457 of the Internal Revenue Code, the Council has a contractual relationship with
each employee participant to pay his or her deferred compensation balance upon termination. The
Council did not contribute to this plan for the years ended September 30, 2017 or 2016. Employee salary
deferrals not yet remitted to the plan, which are recorded within restricted cash and accrued employee
benefits until distributed, were $15,935 and $12,063 for the years ended September 30, 2017 and 2016,
respectively.

The Council also has a retirement plan and trust plan, which was adopted on December 31, 1987, under
Code Section 401(a) of the Internal Revenue Code. All Council contributions to the retirement plan are
held in a trust for the benefit of employee participants. During the years ended September 30, 2017 and
2016, the Council made contributions of $903,203 and $887,462, respectively, to this plan.

10




Northwest Power and Conservation Council
Notes to Financial Statements

Note 8 — Deferred Compensation Trust and Pension Plan (continued)

The Council’s contributions recognize the fact that the Council does not participate or contribute to FICA
and, therefore, employees do not receive benefits under the Federal Social Security system.
Contributions on behalf of employees not yet remitted to the plan, which are recorded within restricted
cash and accrued employee benefits until distributed, were $296,475 and $277,275 for the years ended
September 30, 2017 and 2016, respectively.

Note 9 — Concentrations of Credit Risk

Financial instruments that potentially subject the Council to concentrations of credit risk consist principally
of cash and cash equivalents. The Council places substantially all of its cash and cash equivalents with
federally insured financial institutions; however, cash balances may periodically exceed federally insured
limits. As of September 30, 2017 and 2016, management considers the Council to have no undue
concentration of credit risk resulting from its cash management and banking practices.

As discussed in Note 1, the Council was established on December 5, 1980 by the Pacific Northwest
Electric Power Planning and Conservation Act (the Act), as enacted by the Congress of the United
States. The Council receives essentially all of its revenues from the Bonneville Power Administration.
Should Bonneville Power Administration cease to exist or discontinue funding the Council for any reason,
the Council’s source of funding would be uncertain.

11




@ MOSSADAMS

Report of Independent Auditors on Internal Control
Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial
Statements Performed in Accordance with
Government Auditing Standards

To the Council Members
Northwest Power and Conservation Council

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of
Northwest Power and Conservation Council (the Council), which comprise the statement of financial
position as of September 30, 2017, and the related statements of activities and cash flows for the
year then ended, and the related notes to the financial statements, and have issued our report
thereon dated December 20, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Council’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Council’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Council’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the Council’s financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

12



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Council’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Council’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Mooy Aslamas LLP

Portland, Oregon
December 20, 2017
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@ MOSSADAMS

Report of Independent Auditors on Compliance for
the Major Federal Program and Report on Internal
Control Over Compliance Required by the Uniform
Guidance

To the Council Members
Northwest Power and Conservation Council

Report on Compliance for the Major Federal Program

We have audited Northwest Power and Conservation Council’s (the Council) compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on the Council’s major federal program for the year ended September 30,
2017. The Council’'s major federal program is identified in the summary of auditor's results section of
the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal program.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the Council’s major federal program
based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about the Council’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major

federal program. However, our audit does not provide a legal determination of the Council’s
compliance.

14



Opinion on the Major Federal Program

In our opinion, the Council complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal
program for the year ended September 30, 2017.

Report on Internal Control over Compliance

Management of the Council is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Council’s internal control over compliance with
the types of requirements that could have a direct and material effect on the major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for the major federal program and to test and report on internal
control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of the Council’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that have not been identified. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, we identified a certain deficiency in internal control over compliance, as described in the
accompanying schedule of findings and questioned costs as 2017-001 that we consider to be a
significant deficiency.

The Council’s response to the internal control over compliance findings identified in our audit are
described in the accompanying corrective action plan. The Council's response was not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion
on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Mooy Aslamas LLP

Portland, Oregon
December 20, 2017
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Northwest Power and Conservation Council
Schedule of Findings and Questioned Costs
Year Ended September 30, 2017

Section | — Summary of Auditor’s Results

Financial Statements

Type of report the auditor issued on whether the financial
statements audited were prepared in accordance with GAAP:  Unmodified

Internal control over financial reporting:

e Material weakness(es) identified? [l Yes X No
e Significant deficiency(ies) identified? [J Yes [X None reported
Noncompliance material to financial statements noted? [] Yes [XI No

Federal Awards

Internal control over major federal programs:
e Material weakness(es) identified? [] Yes X No
o Significant deficiency(ies) identified? X Yes [] None reported

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a)? XI Yes [] No

Identification of major federal programs and type of auditor’s report issued on compliance for major
federal programs:

Type of Auditor's Report
Issued on Compliance for
CFDA Number Name of Federal Program or Cluster Major Federal Programs
81.U01 Independent Scientific Advisory Board Unmaodified
81.U01 Independent Scientific Review Panel Unmodified
Dollar threshold used to distinguish between type A and type B
programs: $750,000
Auditee qualified as low-risk auditee? X Yes [ No

16




Northwest Power and Conservation Council
Schedule of Findings and Questioned Costs
Year Ended September 30, 2017

Section Il — Financial Statement Findings

None reported.

Section Il — Federal Award Findings and Questioned Costs

FINDING 2017-001 — Procurement and Suspension and Debarment — Significant Deficiency in
Internal Control Over Compliance

CFDA Program Federal Agency/ Federal Award Award
Number(s)  Name/Title Pass-through Entity Number Year
Independent U.S. Department of
Scientific Advisory  Energy/Bonneville Power
81.U01 Board Administration 00073869 2016-17
Independent U.S. Department of
Scientific Review Energy/Bonneville Power
81.U01 Panel Administration 00073870 2016-17

Criteria or specific requirement: Non-federal entities are prohibited from contracting with or making
subawards under covered transactions to parties that are suspended or debarred or whose principals are
suspended or debarred.

Condition: The Council does not have adequate internal control procedures in place to appropriately
monitor compliance with the federal suspension and debarment requirements for contracts.

Questioned costs: None.

Context: Of all vendors we tested, we noted the Council had not conducted a search to determine if the
vendor was suspended or debarred prior to entering into a contract. Additionally, of all contracts
reviewed, none included the required certification language. Of all vendors tested, we noted none were
suspended or debarred.

Effect: The Council could contract with parties that have been suspended or debarred.

Cause: The Council does not have adequate internal control procedures in place to appropriately
monitor compliance with the federal suspension and debarment requirements for contracts.

Recommendation: We recommend the Council implement procedures to ensure compliance with this
regulation as it relates to Federal programs.

Views of responsible officials: See Management’s Views and Corrective Action Plan.
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Northwest Power and Conservation Council
Summary Schedule of Prior Audit Findings
Year Ended September 30, 2016

There are no prior audit findings noted.

18




Northwest Power and Conservation Council
Management’s Views and Corrective Action Plan
Year Ended September 30, 2017

Henry Lorenzen W. Bill Booth

Chair Vice Chair
Oregon Idaho

Bill Bradbury . . James Yost
Oregon Idaho

Guy Norman Jennifer Anders

Washingion Northwest Power and Montana

Tom Karier Conservation Council Tim Baker

Washington Montana

During the course of this year’s financial audit, Moss Adams discovered a deficiency in our
internal controls. Specifically, we were lacking the required testing to determine if contract
vendors are on a federal list of suspended or debarred contractors.

In examining this issue, no vendors were discovered to be on the suspended or debarred listing.
However, to correct this control deficiency we added the following step to our contracting
process to address this concern:

The person preparing contracts will search the federal database of suspended or
debarred contractors prior to routing contract for approval. If a proposed contractor
appears on the list, the contract will not proceed.

In addition, we have modified our contract language template to include the following language:
The Council has determined that the contractor is not on the list of entities debarred or

suspended by the federal government from contract awards, as required by 2 CFR Part

200 Appendix 11(H) (Contract Provisions for Non-Federal Entity Contracts Under
Federal Awards).
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Northwest Power and Conservation Council
Schedule of Expenditures of Federal Awards
Year Ended September 30, 2017

Federal Pass-Through Passed
Federal Grantor/Pass-Through Grantor/ CFDA Entity Identifying Through to Federal
Program or Cluster Title Number Number Subrecipients Expenditures
Department of Energy Pass-Through Programs From:
Bonneville Power Administration -
Independent Scientific Advisory Board 81.U01 00073869 $ - 8 230,921
Bonneville Power Administration -
Independent Scientific Review Panel 81.U01 00073870 - 306,750
- 537,671
Bonneville Power Administration -
Regional Technical Forum Support 2015-2019 81.U02 00056847 - 581,541
- 581,541
Total Expenditures of Federal Awards $ - $ 1,119,212

See accompanying notes to schedule of expenditure of federal awards. 20




Northwest Power & Conservation Council
Notes to Schedule of Expenditures of Federal Awards
Year Ended September 30, 2017

Note 1 — Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant
activity of Northwest Power & Conservation Council (the Council) under programs of the federal
government for the year ended September 30, 2017. The information in this Schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards (Uniform
Guidance). Because the Schedule presents only a selected portion of the operations of the Council, it is
not intended to and does not present the financial position, changes in fund balance or cash flows of the
Council.

Note 2 — Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein
certain types of expenditures are not allowable or are limited as to reimbursement. Negative amounts
shown on the schedule, if any, represent adjustments or credits made in the normal course of business to
amounts reported as expenditures in prior years. Pass-through entity identifying numbers are presented
where available.

Note 3 — Indirect Cost Rate

The Council has elected not to use the 10-percent de minimis indirect cost rate allowed under the
Uniform Guidance.
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