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Summary
Annual Letter of Recommendations from Independent Auditors dated September 15, 2000.

Attachments
Letter of Recommendations, dated September 15, 2000, issued by KPMG, LLP.

Detailed Report
Attached is a copy of the Letter of Recommendations, dated September 15, 2000, issued by KPMG, LLP, in
connection with the firm’s audit of the District’s financial statements as of June 30, 2000, and for the year then
ended. The accompanying letter reflects the independent auditors’ evaluation of the District’s internal control
structure for purposes of performing the fiscal year 1999-00 audit. The letter also outlines certain findings and
recommendations, based upon the audit work performed, for management’s information and consideration. A
separate letter will be submitted to the Board by management responding to the recommendations
contained in KPMG’s letter.
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Summary
Management agrees with the findings and recommendations included in KPMG LLP’s (KPMG) Letter of
Recommendations, dated September 15, 2000. Staff is implementing all of the recommendations as described
below.

Attachments
None

Detailed Report
KPMG issued its annual Letter of Recommendations dated September 15, 2000, to management relating to its
review of the internal control structure of Metropolitan. This review was performed as part of KPMG’s planning
and performance of its June 30, 2000 year-end audit. In its letter, KPMG addressed four current year findings.
There were no outstanding issues from prior years. KPMG’s findings and recommendations are summarized
below. Management’s response and actions are also provided.
Metropolitan’s Reorganization
Finding:
This past fiscal year, Metropolitan has undergone a significant reorganization, which resulted in a more
streamlined management structure, a commitment to reduce costs in the coming years and a more compressed
management structure that provides for more efficient operations. KPMG commends and supports the
Competitive Action Team (CAT) efforts in redesigning Metropolitan’s organizational structure. Such
changes are already having a positive effect on Metropolitan’s operations. However, operating policies,
procedure manuals, handbooks and training guides need to be revised and documented to reflect the changes
in controls and operations that resulted from the reorganization.
Recommendation:
KPMG recommends that Metropolitan should reestablish the written and well-documented controls,
responsibilities, operating policies and procedures (including manuals and handbooks) as a result of the
reorganization, in a format easily communicated to all affected employees, management and members of
Metropolitan’s Board of Directors.
Management’s Response:
Management concurs with the finding and recommendation. Business Services’ staff, the Office of the
General Manager and the Group Managers have been working together to update Metropolitan’s policies and
procedures as changes to the organization occur. The major portion of this initial work will be completed by
June 30, 2001. Updates will continue to take place in the future as further organizational modifications occur.
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Changes in the Government Reporting Model
Finding:
In June 1999, The Governmental Accounting Standards Board (GASB) issued Statement No. 34, Basic
Financial Statements–and Management’s Discussion and Analysis-for State and Local Governments
(GASB 34). GASB 34 requires all state and local governments to implement a new financial reporting model
that dramatically changes the presentation of governments’ external financial statements.
Since Metropolitan operates and accounts for its operations as a governmental enterprise fund, many changes
required by GASB 34 will not materially impact its current accounting or financial reporting practices. Under
GASB’s phased implementation plan, Metropolitan is slated for implementation July 1, 2001. Since
FY 2001-02 must be presented under the new financial reporting model outlined by GASB 34, FY 2000-01
information should also reflect the changes and requirements of GASB 34.
Recommendation:
KPMG recommends that Metropolitan make every effort to ensure that the requirements of GASB 34 have
been fully implemented early (during FY 2000-01) to facilitate the presentation of comparable information at
June 30, 2002.
Management’s Response:
Management concurs with the finding and recommendation. It is staff’s intent to have GASB 34
implemented for FY 2000-01.
Write-off of Property, Plant and Equipment
Finding:
During the audit of Metropolitan’s financial statements, 623 pieces of operating equipment with a net book
value of $125,400 and identified as “unlocated” during prior equipment cycle counts have not been written off
Metropolitan’s accounting records. Consequently, Metropolitan is reporting the value of these assets in the
Operating Equipment subledger and the general ledger even though these assets cannot be located or
accounted for during periodic cycle counts.
Recommendation:
KPMG recommends that Metropolitan establish formal policies and procedures related to the prompt writeoff of operating equipment items that cannot be located during equipment cycle counts. Once identified,
these “unlocated” assets should be written off Metropolitan’s books in a timely and appropriate manner to
ensure that operating equipment amounts reported in Metropolitan’s financial statements are accurate.
Management’s Response:
Management concurs with the finding and recommendation. Policies and procedures related to the prompt
write-off of operating equipment are currently being updated and are expected to be completed by
January 31, 2001. In addition, $43,246 (281 items) of the $125,400 (623 items) has already been written off
and $50,501 (176 items) was subsequently located, leaving a balance of $31,653 (166 items) currently under
review.
Stale Dated Checks
Finding:
During the audit of Metropolitan’s financial statements, KPMG noted that on the Draft bank account,
Metropolitan has not adequately followed up on and resolved stale dated and/or outstanding drafts (checks).
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KPMG noted numerous drafts totaling over $28,000 and dating as far back as 1995 that were still listed as
outstanding and which have not been processed by the bank.
Recommendation:
KPMG recommends that Metropolitan follow up on and resolve outstanding and stale dated drafts in a timely
manner. This action will help to ensure the integrity of Metropolitan’s bank accounts.
Management’s Response:
Management concurs with the finding and recommendation. Drafts are issued as a supplement to
Metropolitan’s formal purchasing process and are used at various locations to make purchases of services and
supply items with a value of $2,500 or less. Prior to November 1998, drafts had a limit of $500. The drafts
are separate from Metropolitan’s regular Accounts Payable check payment system.
Staff has already cleared approximately 40 percent of the $28,000 in outstanding checks. It is anticipated that
the remaining items will be cleared by June 30, 2001. In addition, this account is being closely monitored to
prevent a future build up of outstanding checks.

