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INTRODUCTORY SECTION
This Section Contains the Following Subsections:

Letter of Transmittal
Listing of Board of Directors and Management
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& Met i it Syste
%\\[\*‘ Metropolitan Transit System

TN

1255 Imperial Averiue, Suite 1000
Sani Diego, CA 82101-7490
(619) 231-1468 » FAX (618) 234-8407

Jung 16,2006

‘The Bodrd of Directors:and Transit Riders
San Diego Metropelitan
Transit System:-

The comprehensive: anpual financial report of the San Diego Metropolitan Transit Systém (MTS) for the
fiseal year ended June 30, 2004 is bereby submitted. Responsibility for both the accuracy of the data and
the comipleteness. and faimess of the presentation, including all disclosures, rests with management.
Managerent of MTS is resporisible for establishing and maintaining an internal control strugture designed
1o ensure that the assets of MTS are protected ffom loss, theft, or misusé and to ensure that adequate
aseounting data are cotnpiled to allow fo the preparation of financial statements in gonformity with
accounting principles generally accepted in the United Stafes of America (GAAP). The internal control
L. structure is designed to provide reasonable, but not absolute; assurance that these. objectives. are met. The
concept of reasonable: assurance Tecognizes that (1) the cost of a control should ‘not-exeeed the benefits
F likely to be derived and (2)the valuation of costs and benefits requires ‘estimates and judgments by
}‘_ ' ‘managemént, As management, we assert that, 10 the best of our knowledge and belief, this financial report
complete and religble in all material respects.

KPMG LLP
was 0 provide reasonable
yeat ended June 30, 2004 4t free of material

;o State statutes require an- annual audit by independent certified public acconntanis.
1' has begn retainied to meet this requirenient, The goal of the independent a it 3
sssurance that the fingncial statements of MTS for the fiscal ye '
r misstatement. The independent’audit involved exar g, '
\ and. disclosures in the fimancial statements; assessing the accounting prineiples
estimates made by management; and evaluating the overall financial statement presentation. The
independent avditors concluded, based upon the audit, that there was a téasonable basis for renderiig an
. nngualified opinion fhat MTS financial statementd for the fiseal year snded hine30, 2004 ate fairly
L_ﬁ-_: presented, fn a1l material respeets, in conformity with GAAP. The independent-ayditors’ igport is presented
as the first component of the financial section of this report. '

f The independent andit also was desigied to meet the reguiréments of a broader, federally mandated
“Single Audit” to mieet the:special needs of federal grantor agencies. The standards g0 g Single Audit

ehgagements requite the independent auditor 1o, zeport not oxily on the fiir presentation ‘of the' financial
statements, but also on the:audited government’s internal controlsand compliance with legal requirgments,
with special emphasis on intemal controls and legal requirements invelving the administration of federal
swairds. The reports related specifically to the Single Audit are igsued under separate cover.

}{‘él,etmpdli_i_lex'; Transht Systemn IMTS) & comgxised-of 1he Melripalitan Transit Oevelopment Board (MTDB), 4 Caliigrria public’ sgency, Sen Diggo Transit Gorp., gnel Sari Diega Trolley., tne.,
i couperation wih Chuts Vista Transit and Netional Gity Transit, MTS 1 ths taxicab administrater for sigit cities. MTDS is owner of the San Dizge and Adzena Eastem Flalfway Company.
fjff TOR membar agenaiss inciude: City of Chuls Vista, Clty of Carenarla, City of B Cajon, Gity of Imperial Beach, City of La Mesa, Gity of Lemon Grove, City of Natfonial City, Clty of Poway.
City ! San Dizge, Dty of Sanies, and the Gounty of S35 Diega. ‘




MTS maintains budgetary controls, the objective of which is to ensure compliance with the provisions
‘efobodied in the annual appropriated budget approved by the board of directors. Activities of the General
Fiind, Special Revenue Funds, Debt:Service Funds, and Capitat PIQJGGtS ind are included in the annual
appmpuatsd budgets. Comprehensive multiyear financial platy, adopted svhen major projects are approved
- forthe final design and construction phase, provide project: bidgetary control in the Capital Projects
Fund. The portion of cests expected to be incurred on each ptoject during the fiscal year is included ia the
AR 1;1 opjs:rating budget. Trhe. leivél a’f budgctary cantrol. (_that' is; - th -_level at whu..h expendltures cannot

arr encumbmnce accoummg systcm as one tcchmqne of : sn’nn bnddetary cont:rol Encumbcred
amounts lapse at year end. However, encumbrances are svaluated and may be Ieappropnatcd as pait of the:
following year’s budget.

ﬁﬂanmal statcmcnis in the fonn O?F N' _.l
transmittal s designed to complement the MD&A. an d bo rea
can befound immediately following the rep'orf of the »-'inde__pendént:audimrs.

Réll‘wr-;ﬁﬁg Fatity

Santee, :md San Dlegu and‘ the -

vute O "-ratmg entities pmwda the

Dmﬂo metropeh tan area resments and. &151 Or8 by

«  Obtaining maximum benefit for every dollar spent

s  Being the community’s major public transportation-advocate

»  nereasingpublic trapsportation usage:per capita

»  Taking a customer-oriented appfoach,

*  Offering high-quality public fransportation services

&  PRespohding to the community’s:$otio-cconomic interests.

Effective. January 1, 2003, Senate Bill 1703 (SB 1703) took effect, which copsolidated the planning,.
programming, project deveiepment and construgtion .activities of the San Diego Asseeidfion -of
Govemments (SANDAG), MTS, and North San Diego County Transit Development Board (NCTD) within
SANDAG. The legislation called for an initial trangfer of the planning and programming functions from
MTS to BANDAG by July 1, 2003 dnd a subsequent trangfer of the projest development and construction.

fimetioms by Janvary 30, 2004. Now: that the cofisolidation is complate MTS” focus has shifted 1o transit
service. operations, as SANDAG, in its newly configured role, is responsible for all other facets of

iy






