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April 9, 2003

Metropolitan Council
Room 102, Metropolitan Courthouse
Nashville, TN 37201

Dear Members of the Metropolitan Council:

Last year the Audit Committee presented you with a brief report of Internal Audit results,
and we would like to present this report summarizing the impacts the performance audit
program has had since that report. In addition to Vice Mayor Howard Gentry, Council
Members Craig Jenkins and Leo Waters are serving as Council representatives on the
Audit Committee. Brack Reed represents the Chamber of Commerce on the Committee,
and I represent the Tennessee State Society of CPA’s. Any Audit Committee member
would be happy to discuss the contents of this report with you.

Performance Audits Completed in Fiscal Year 2001

Most performance audit recommendations continue to produce benefits long after the
audits are issued. Additionally, the nature of many recommendations is such that full
implementation is often a longer-term process. Following are some of the more

significant current year impacts of the performance audits we initially reported to you last
year.

e The Pension Investments audit is fully implemented and continues to positively
impact the employee benefits system through improved investment management. In
addition to the widely publicized $10 million settlement received from the former
investment consultant, the fund saved $2.6 million in commissions and investment
manager fees in 2002.
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Progress continues to be made in implementing recommendations to correct long-
standing problems reported in the Benefit Boar d audit. In the current year Internd
Audit performed a more detailed review of disability pensions as part of the audit
implementation monitoring process, which further supported earlier recommendations
for independent medica advice and to modify the pension plan to reduce the risk of
disability penson abuses. Those recommendations are currently being considered by
the Benefit Board. Additionaly, Metro saved $265,000 in consulting services, as
compared to the level of consulting services used a the time of the audit, and
enhanced optiond benefits are being made available to employees this month.

Theissuesidentified in the Schools audit continue to be addressed by the
Metropolitan Board of Education and the new Director of Schools. Additiondly,
Schools are now using the central accounting system (FASTnet), and a contract for
implementing a new student informetion sysemisin place. The 2002 fiscal year was
the year that recommended savings and revenues were targeted to begin, and Schools
achieved $1.5 million in savingsrevenues.

The overal recommendation to take steps to contain costs in the areas identified as
having excessive expenses as compared to peersin the Bor deaux audit has resulted
in a$2.6 million decrease in the fiscal year 2002 operating loss. The Hospital
Authority is continuing to pursue the implementation of additiona recommendations
to further cut costs.

Since last year’ sreport on M TA, the executive director, chief financid officer and
planning director positions have been filled. Additionally, MTA has recently
completed a strategic plan under the Finance Department’ s Results Matter initiative.

The consolidation of the Emergency Communications Center recommended by the
E911 audit has been completed. The emergency communications operation
previoudy had no centra point of respongbility and is now under the control of an
emergency communications director who reports to a board conssting of the Police,
Fire, and Office of Emergency Management Chiefs. There is now adisaster recovery
plan in place for the E911 system, and the firgt fully functiond back-up fadlity will

be operationd this month.
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Performance Audits Completed in Fiscal Year 2002

Following isasummary of the most significant impacts to date of mgor performance
audits that were issued during the 2002 fiscal year.

Asaresult of the Fleet audit, Metro’s previoudy fragmented fleet operations
managed under five different departments have been consolidated into one central
Office of Heet Management that is under the direction of a fleet management
professona. The consolidation of the staffs and garages has been completed, and
vehicle safety hazards identified by the audit have been corrected. The larger savings
associated with this consolidation are not expected to be redized until the 2003 fisca
year, but one audit recommendation on gasoline produced $124,000 of savings for
2002. Aspart of Internd Audit’s implementation monitoring and assistance program,
amore detailed andyds of fud, induding the feasibility of dterndtive fuds, has

begun.

The Public Works audit implementation is progressng. Under a new director, the
department recently completed a strategic plan under Results Matter. Staffing
reglignments and organizational changes recommended have been made, and
positions recommended to improve financid and adminigrative management have
been filled. The implementation of recommendations that will ultimately result in
cost savings beginning in the 2003 fiscal year is underway.

An audit of state taxes identified $2.3 million in revenues that belonged to Davidson
County but were going to other counties. This money was recovered in the 2002
fiscal year. Once the salestax record corrections are made at the state, the related
revenues will continue to be directed to Metro. To date, the current year review of
Hall income tax filings for the 2002 tax year has resulted in the recovery of $490,000
in the 2003 fiscd year.

Subgtantia progress has been made in implementing the Police audit
recommendations. The department has been reorganized to better support community
policing and has completed an overdl drategic plan under Results Matter. An
information technology strategic plan is underway, and Internal Audit is supporting

an active audit implementation steering committee.

In the 2002 fiscd year, Internd Audit also issued an audit report on the Beer Board and
issued requested or specia project reports related to Juvenile Court, Bordeaux Hospital,
Human Resources, Airport Authority and Water & Sewer.



Performance Audit Return on Investment
Fiscal Year Ending June 30, 2002 Results

Actual Results Achieved

Cumulative
Recommended Cost Savings, Cost Savings/
Savings/Revenue Savings/Revenue Revenue, Recovery Revenue For
Report Cost of Through During FY 2003 through
Performance Audits Issue Date Consultants June 30, 2002 June 30, 2001 June 30, 2002 March 2003

Completed FY 2001:
Benefit Board - Investments March 2000 $ 213,616 $ 2,505,000 4,018,660 $ 12,618,663 $ -
Benefit Board - Operations December 2000 105,718 500,000 773,000 265,092 -
Schools January 2001 499,570 3,349,759 - 1,544,287 -
Bordeaux Hospital April 2001 174,692 1,900,000 - 2,600,000 -
E-911 System April 2001 235,000 - - - -
MTA May 2001 158,184 100,000 - - -
Completed FY 2002:
Fleet Management November 2001 367,202 - - 124,730 -
Beer Board (100% staffed by IA) April 2002 - - - - -
Public Works May 2002 189,500 - - - -
State Taxes May 2002 80,000 1,500,000 - 2,364,000 491,993
Police Department May 2002 462,000 - - - -
Completed / In Process FY 2003:
Convention Center / CVB February 2003 70,000 - - - -
Gaylord Entertainment Center March 2003 60,000 - - - -
Municipal Auditorium March 2003 35,000 - - - -
Parks (100% staffed by IA) being completed - - - - -
Codes Administration being completed 205,000 - - - -

Totals - Fiscal Year 2002 through March 2003 $ 2,855,482 $ 9,854,759 4,791,660 $ 19,516,772 $ 491,993

Cumulative Savings / Revenue through March 2003 $ 24,800,425

Cumulative Return on Investment through March 2003 869%



