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Inspector General

May 2, 2001

The Honorable Anthony A. Williams, Mayor
Mayor of the District of Columbia

441 Fourth Street, N.W., Suite 1100
Washington, D.C. 20001

The Honorable Linda W. Cropp, Chairman
Council of the District of Columbia

441 Fourth Street, N.W., Suite 704
Washington, D.C. 20001

The Honorable Alice M. Rivlin, Chairman

D.C. Financial Responsibility and
Management Assistance Authority

441 Fourth Street, N.W., Suite 570

Washington, D.C. 20001

Dear Mayor Williams, Chairman Cropp, and Dr. Rivlin:

In connection with the audit of the District of Columbia Health and Hospitals Public Benefit
Corporation (PBC) for the period ending September 30, 2000, the auditing firm, KPMG, LLP,
submitted the enclosed Independent Auditors’ Report with accompanying notes and the Report
on Compliance and Internal Controls Over Financial Reporting. The audit reported that the
financial statements present fairly, in all material respects, the financial position of the PBC.
Among other findings, the audit reported that the PBC was indebted to the District for
$42,059,000, as of September 30, 2000. The indebtedness was due to disbursements made by
the District, on the PBC’s behalf, in excess of appropriations, cash collections and capital
contributions.

Notwithstanding the fair presentation of the financial statements, several factors or conditions
led to material weaknesses that were identified in the Report on Compliance and Internal
Controls, particularly with regard to the controls over financial reporting and operations at the
PBC. In fiscal year 2000, the PBC maintained separate bank accounts in addition to
participating in the District’s pooled cash management program. PBC also maintained separate
subsidiary ledgers to account for its patient accounts receivables and various other account
balances, such as building and equipment. During a portion of the period under audit, no
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subsidiary ledger activity was reconciled to the related general ledger control accounts. This
situation prevented PBC management from fully analyzing the collectability of its third party
receivables and from allowing management to convert those receivables to cash on a timely
basis. Additionally, PBC management was also prevented from closing its books for the fiscal
year on a timely basis.

In response to this situation, it was necessary for the District to hire a contractor to assist the
PBC in recording financial activity, reconciling bank accounts and subsidiary ledgers, posting
adjustments, and preparing the financial statements for fiscal year 2000.

While we are aware of the recent action to abolish the PBC and transfer management of DC
General Hospital to a private firm, we believe this report provides useful information to those
who will be responsible for managing internal controls and financial operations.

If you have any questions, or need additional information, please contact me, or have a
member of your staff contact William J. DiVello, Assistant Inspector General for Audits, at
(202) 727-2540.

Charles C. Maddox, Esq.
Inspector General
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DISTRIBUTION:

The Honorable Anthony A. Williams, Mayor, District of Columbia (1 copy)

Mr. John A. Koskinen, Deputy Mayor and City Administrator (1 copy)

Ms. Peggy Armstrong, Mayor’s Press Secretary (1 copy)

Ms. Lydia Sermons, Director, Office of Communications (1 copy)

The Honorable Alice M. Rivlin, Chairman, DCFRA (1 copy)

Mr. Francis Smith, Executive Director, DCFRA (1 copy)

Mr. Johnnie Hemphill, Chief of Staff, DCFRA (5 copies)

The Honorable Linda W. Cropp, Chairman, Council of the District of Columbia (1 copy)

Ms. Phyllis Jones, Secretary to the Council (13 copies)

The Honorable Vincent B. Orange, Sr., Chairperson, Committee on Government Operations,
Council of the District of Columbia (1 copy)

Dr. Natwar M. Gandhi, Chief Financial Officer (4 copies)

Ms. Deborah K. Nichols, D.C. Auditor (1 copy)

Mr. Jeffrey C. Steinhoff, Assistant Comptroller General, GAO (1 copy)

Ms. Gloria Jarmon, Director, Civil Audits, HEHS, GAO (1 copy)

The Honorable Eleanor Holmes Norton, D.C. Delegate, House of Representatives (1 copy)

Mr. Jon Bouker, Office of the Honorable Eleanor Holmes Norton (1 copy)

The Honorable Joe Knollenberg, Chairman, House Subcommittee on D.C. Appropriations
(1 copy)

Mr. Jeff Onizuk, Legislative Director, Office of the Honorable Joe Knollenberg (1 copy)

Mr. Migo Miconi, Staff Assistant, House Subcommittee on D.C. Appropriations (1 copy)

The Honorable James P. Moran, Jr., House Committee on Appropriations (1 copy)

Mr. Tim Aiken, Legislative Assistant, Office of the Honorable James Moran (1 copy)

The Honorable Connie Morella, Chairman, House Subcommittee on D.C. Government Reform,
Subcommittee on D.C. (1 copy)

Mr. Russell Smith, Staff Director, House Subcommittee on D.C. Government Reform, (1 copy)

The Honorable George V. Voinovich, Chairman, Senate Subcommittee on D.C. Government
Oversight (1 copy)

Mr. Mason Alinger, Professional Staff Member, Senate Subcommittee on D.C. Government
Oversight, (1 copy)

The Honorable Mike DeWine, Chairman, Senate Subcommittee on D.C. Appropriations (1 copy)

Mr. Stan Skocki, Legislative Assistant, Senate Subcommittee on D.C. Appropriations (1 copy)

Ms. Mary Beth Nethercutt, Clerk, Senate Subcommittee on D.C. Appropriations (1 copy)



