


© Grant Thornton LLP. All rights reserved.

2008 Meeting with the Finance, Audit and Accountability 
Committee 

City of Dallas

Communications Related to the Financial 
Statement Audit 

September 22, 2008



© Grant Thornton LLP. All rights reserved.

Communications Related to the Audit 

Results of financial statement audit
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Results of financial statement audit

• Unqualified “clean” opinion

• Various internal control comments provided

• No scope limitations

• No unresolved audit issues

• Open and effective communication with management
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Communications Related to the Audit 

Audit Adjustments identified during our audit
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Material, corrected audit adjustments

– Adjusting entries to correct cash, investments, and 
investment income 

– Depreciation expense impact relating to assets that 
should have been placed in service in previous years

– Amortization of bond premium/discounts – effective 
interest rate method vs. previous method

– Grant revenue recorded as investment revenue
– Landfill liability calculation errors
– Investment income attributable to prior year recorded in 

current year 
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Material, corrected audit adjustments

– Adjustment to UHC account balance recorded for benefit 
payments

– Customer deposits for real estate adjustments
– Adjustments recorded to increase allowance for doubtful 

accounts for various receivables and reclassification 
entry for bad debt expense

– Reclassification entry to correct current portion 
calculation of accrued compensation absences
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Uncorrected audit adjustments

• The accompanying summary includes audit adjustments which 
were not corrected by management

• Management believes these uncorrected adjustments are 
immaterial to the 2007 financial statements (but will be corrected 
in 2008) and have made formal representations to us regarding 
that fact (we concur with their conclusion)

• Uncorrected adjustments could be potentially material to future 
financial statements
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Deficiencies in internal control over financial 
reporting

• Implementation of Statement of Auditing Standards No. 112, 
redefined evaluation and classification of internal control 
deficiencies

• Material weaknesses (MW) and significant deficiencies (SD) 
include:
– Bank reconciliations (MW)
– Capital assets (MW)
– Amortization of bond premiums and discount (MW)
– Grant revenue reconciliation (SD)
– Landfill liability (SD)
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Deficiencies in internal control over financial 
reporting

• Control deficiencies that are of a lesser magnitude than a significant 
deficiency include the following:
– Investment income
– Other assets – claims deposit
– Customer deposits
– Accounts receivable/allowance
– Capital assets
– Vendor identification
– Access to critical spreadsheets
– IT security

• Status of prior year internal control findings:
• 9 of the 14 recommendations have been implemented
• 5 of the 14 recommendations were in process at end of our audit 

fieldwork
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Overall quality of the City's accounting practices
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Accounting policies

• No new significant accounting policies were adopted by 
the City during fiscal year 2007
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Accounting estimates

• Sensitive accounting estimates
– Management records accruals for their self insurance plans 

based on actuarial assumptions provided to the City.
– An allowance for doubtful receivables is provided based 

upon management's judgment including such factors as 
prior collection history, type of account, and/or nature of 
activity.

– Estimates are made by management in recording the post-
closure liability for the landfill.

– We have performed tests to satisfy ourselves as to the 
reasonableness of the self insurance accruals, allowance 
for receivables and landfill liability.
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Financial statement disclosures

• We have assessed the financial statement footnotes for 
clarity and completeness. 

• Footnote disclosures to the financial statements appear 
overall to be neutral and free from undue management 
bias.
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Other matters related to the financial statement audit
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Other matters related to the audit

• There were no significant difficulties encountered in dealing 
with management related to the audit.

• There were no disagreements with management about    
matters that individually or in the aggregate could be 
significant to the City’s financial statements or the auditor’s 
report.

• No going concern issues were noted.
• We are not aware of management consulting with other   

accountants about auditing or accounting matters.
• We will meet with the Committee on October 13, 2008 to 

discuss the results of the Single Audit (OMB Circular A-133)
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Questions and Answers































STATUS OF PRIOR YEAR COMMENTS 

The following stahls of implementation was obtained through discussion with matlagement and through limited review of implementation: 

Not In 
Prior year comment Implemented implemented process Management's Response 

Timely performance of bank reconciliations X Partially implemented FY 2008; final planned 
implementation: FY 2009. 

The Controller's Office worlred with Internal rludit to 
identi& specific deficiencies in the banli reconciliation 
process. The Auditor's report was completed May 16, 
2008. The control deficiencies are primarily a result of 
insufficient reporting capabilities of the existing sofnvare. 
The softwzce was installed in Fiscal Year 2002 with no 
subsequent upgrades. The Controller's Office then 
contacted the vendor of the reconciliation sofhvare to 
provide recommendations for improvements to the 
current system. The vendor submitted the final review 
July 25,2008 and recommended a sofhvare upgrade to the 
current system, rather than clianges to the current 
software which would require customization. The 
Controller's Office is currently working wit11 CIS to 
develop an implementation plan with t l ~ e  vendor. The 
item is scheduled for the November 10,2008 agenda. 

Controller's Office staff is also working with tile 
Efficiency Team to further improve the process. Revised 
procedures will be prepared upon completion of the 
software upgrade and process improvement review. 

City-wide training was sponsored by tlie Controller's 
Office. The "Cash Handling Training Course" topics 
included an understanding of federal regulations, 
recognition of currency and checks, and legal backgro~~nd 
for treasuq functions. The second phase of training, 
"Deposit I-Iatidling \Vorkshop", will concentrate on the 
City's specific policies and procedures for depositing cash, 
such as the timely deposit and recording of cash, the cash 
and investments process, and the depository agency's role. 
This \vorlishop will be held September 23, 2008, and is 
open to all frontline cash l~andlers. 



Not  I n  
Prior year comment Implemented implemented process Management's Response 

Failure to reconcile the general ledger to the underlying X 
documents subsidla17 ledger for numerous balance sheet 
aCCOLllltS 

. 
Improper revenue recognitions for various revenue 
streams at both the fund level and government-wide 
levels including the recognitions of the underlying 
account receir,able as well as application of measurable 
and availability critetia related to deferred revenue 

Inappropriate classification of net assets in multiple funds 

Zero balancing accounts not properly accounted for X Implemented PI 2008. 

The zero balancing accou~~ts in question are currently 
being monitored by Controller's Office staff to cnsure the 
accounts are propcrly accounted for. The balance 
remaining in the accouuts are at least partially due to 
timing differences; as such, the balance in those accounts 
should be eliminated in a future acco~ulting period. All 
remaining balances will be recorded to the appropnate 
accou~~ts. 

Recognition of long tetm liabilities 



Not In 
Prior year comment Implemented implemented process Management's Response 

Transfer of construction in progress to capital assets for 
completed projects that were not completed 

Certain capital assets not being depreciated 

Capital outlay expenditures not capitalized 

Depreciation expense by class of asset 

Book to physical itlventoq~ adjustment 

Capital/operating lease analysis 

Final timely budgetary amendments 

X Implemented I T  2008 

Revised procedures have already beet1 itnplemented to 
timely identi@ completed constn~ction projects. These 
internal control procedures incli~de periodic review of 
uncompleted projects, commu~~ication with departtnents 
for certification of project status, analysis of retaiuage 
reductions and disbursements, review of annual Bond 
Program Fund and Unit Summary Report, and analysis of 
program activity and relative value. To  ensure reliability, 
all transfers from constructio~~ in progress to capital assets 
are supported by appropriate documentation. 

Management has already implemented trainulg Citywide 
and will continue to accommodate the needs of the 
departmeuts by providing ongoing Ftscd asset training. 
This training provides a review of k e d  asset policy and 
procedures. 

X Implemented FY 2008 

The City implemented revised procedures for year-end 
budgetary amendments. A budget amendment for Fiscal 
Year 2007-08 was approved by Council August 27,2008. 



Not  I n  
Prior year comment Implemented implemented process Illanagement's Response 

Certain ITGC Colltrols X The CIS Department wiu: 

Establish a cenualized Security Management Group 
to take accountability for developing standards and 
procedures for managing user accounts and roles to 
ensure segregation of duties wvitllin AMS and Lawson. 
Tlus includes tnanaging tlew user account requests, 
changes iil duties, and terminations along with Role 
Change Requests. 
Establish a centralized Security Management Group 
to take accouiltability for developing standards and 
procedures for managing user accounts and roles to 
ensure segregation of duties within AI\IIS. This 
includes managing new user account requests, changes 
in duties, and terminations along with Role Change 
Requests. 
Establish and comm~~ilicate Policies and Procedures 
related to Security Adninistratiotl, Program 
Maintenance and Changes for the AMS and La\vsoil 
Systems. 
Establish and communicate Data Change Policies and 
Procedures related to AIvIS and Lawsoil Systems while 
ensuring at1 Approval Process and Loggitlg 
Provisions. 
Align the Lawson and LVindoo Computer S e c ~ l n ~  
wit11 Administrative Directive, AD 2-24 Sections 
6.2.2, 6.2.3 and 6.2.7. The CIS Department will make 
changes to the AMS System to enforce computer 
security policies as outlined iu Administrative 
Directive 2-24. 



Not In 
Prior year comment Implemented implemented process Management's Response 

Certain ITGC Controls (continued) * Aligi the AMS, Lawson and Unix Password Policy 
with Administrative Directive, AD 2-24 Sectiotis 
6.2.2, 6.2.3 and 6.2.7. The CIS Department will make 
changes to the AMS System to etlforce password 
policies as outlined in Administrative Directive 2-24. 
Align tlie ilMS and Lawson and LVindows Password 
Policy with Administrative Directive, AD 2-24 
Sections 6.2.2, 6.2.3 and 6.2.7. The CIS Department 
wvill make changes to the AhIS System to enforce 
password policies as outlined in hdministrative 
Directive 2-24. 
Align tlie CUBS, Lawson, AMS, and UnLx User 
Access Review Policy with Administrative Directix-e, 
AD 2-24 Sections 6.2.2, 6.2.3 and 6.2.7. The CIS 
Department will make changes to tlie AMS System to 
enforce password policies as outlined in 
Admitiistrative Directive 2-24. 
Implement these changes within the Operations 
Standard Operating Procedures. 
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