10-3

June 29, 1999

To: Board of Directors

From: Auditor

Subject: Audit Department Report for June 1999
RECOMMENDATION

For information only.

DETAILED REPORT

This report highlights significant activities or accomplishments of the Audit Department during
June 1999. Transmitted as an attachment is a listing of audit assignments for which staff effort
was expended during the month.

The Auditor devoted time during the month on follow-up matters related to the external audit of
the Eastside Reservoir Project by the firm of Vargas Lopez and Company, LLP. Work was also
completed on a review of reclamation and groundwater recovery programs, a consulting
agreement audit, and two JIT contract audits during the month. Summary reports on the results
of these assignments were issued to the Special Audit Committee in late June.

A detailed report was issued to management in June on the results of a Review of Drafts and
Draft System Controls. A summary report on the results of this review will be issued to the
Special Audit Committee upon receipt of management’s response to that report. Memoranda
were also issued to management and staff on the results of several other recurring audit
assignments.

Among the many other assignments in progress during June were various financial, compliance
and information systems reviews. The Auditor provided assistance to the Special Audit
Committee in connection with the Committee’s June 1 and June 29 meetings. Management
support activities included, among other things, accounting matters, operating policies, contract
matters, and information technology governance.
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