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External Auditing Services
Contract

Budget, Finance and Audit Committee
May 24, 2010




Purpose

* Provide historical background

* Brief the committee on available options for the
Fiscal Year 2010 external audit contract



Background

The City is required by Charter to have an annual independent audit

Unlike most contracts, the City Council evaluates and recommends
award of the auditing services contract without a recommendation
from City staff

— The purpose of the audit is to issue an opinion on the financial
statements prepared by management.

— The City Charter states that the auditors “shall be selected by the city
council, and shall be responsible to the council.”

In 2007, the City requested proposals for the annual audit for fiscal
years 2007, 2008 and 2009

Two firms submitted proposals: Grant Thornton LLP and KPMG

On November 2, 2007, Council awarded a three year contract to
Grant Thornton LLP for fiscal years beginning 2007

The original contract expires after the Fiscal Year 2009 audit, and a
contract for auditing services needs to be awarded for the upcoming
fiscal year 2010 financial statements



Options

The City Council can elect to either:

« Solicit new proposals from qualified certified public
accounting firms; or

 Extend the current contract with Grant Thornton LLP



Option 1.
Reqguest for Proposals

The RFP (Appendix A) outlining the
requirements for the auditing services contract
would be issued for consideration to certified
public accounting firms

All proposals received will be forwarded to the
members of the Budget, Finance and Audit
Committee

Committee will select firms for oral interviews

Committee will select proposer deemed most
qualified

Committee recommendation will be forwarded to
full council for contract award




Option 2:
Extend Current Contract

e Grant Thornton submitted a proposal (Appendix
B) to extend the current contract for two years
(fiscal years 2010 and 2011 audits)

 The proposal will extend the current contract
from three years to five years

* Proposed audit fees for the City of Dallas
primary government financial statements will
decrease by $100,000 annually, from $982,000
to $882,000



Requested Action

* Provide direction to staff to proceed with either
an RFP or contract extension



Appendix A

REQUEST FOR PROPOSAL

Auditing Services







May 20, 2010
Dear Sir or Madam:

The City of Dallas is accepting proposals from qualified firms of Certified Public Accountants to provide audit
services. Enclosed is a Request for Proposal for professional audit services for fiscal years ending September
30, 2010 through September 30, 2012, with the option of auditing the City of Dallas’ financial statements for
the two subsequent fiscal years, as well as certain component units with varying fiscal year ends. If your firm
desires to present a proposal, please submit by 10:00 a.m. June 18, 2010.

City of Dallas
c/o Purchasing Agent
1500 Marilla, Room 3EN
Dallas, TX 75201
(214} 670-3326

At a later date, we will schedule presentations before the Budget, Finance and Audit Committee for the firms
short-listed. A final selection will be made sometime after the presentations.

We look forward to your participation in this proposal process.

Sincerely,

Jeanne Chipperfield
Chief Financial QOfficer



REQUEST FOR PROPOSAL
Auditing Services

Introduction

The City of Dallas (the City) is soliciting proposals from qualified certified public accounting firms to
perform the City's annual audits, including the audits of certain component units of the City, issue
opinions on the related financial statements and to provide other auditing services as described within
this request for proposal for fiscal years ending September 30, 2010 through September 30, 2012,
and certain component unit fiscal years ending December 31, 2010 through December 31, 2012, with
the option of auditing financial statements for each of the two subsequent fiscal years. The auditor is
not required to audit the introductory or statistical information sections of the Comprehensive Annual

Financial Report.

The audits are to be performed in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial auditing committees in the
Government Auditing Standards, July 2007 Revision, issued by the Comptroller General of the United

States, and OMB Circular A-133, Audits of states, local governments and non-profit organizations.

After reviewing gll proposals submitted, the City will notify those firms it wishes to consider further and
will schedule oral presentations hefore the Council's Budget, Finance and Audit Committee. The
successful firm will be Wselected using the criteria identified in Section X and audit fees negotiated. The
City reserves the right to reject any and all proposals submitted and to request additional information.
It should be noted that the use of the auditor's opinion and audited financial statements is at the
discretion of the City. The successful firm will be required, in the contract, to consent to the use by the
City of the auditor's opinion and the City's audited financial statements in connection with City debt

offering documents.

For the past 3 years, Grant Thornton LLLP has been the City’s auditor. The City's fiscal year 2008
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Comprehensive Annual Financial Report was submitted for review by the Government Finance
Officers Association of the United States and Canada and was awarded the Cerlificate of
Achievement for Excellence in Financial Reporting.

Minority Participation

The City of Dallas is committed to providing women-and minority-owned business enterprises with all
available opportunities possible under the law. Compliance with the City's Good Faith Effort Flan is
essential (please see attachment). We, therefore, encourage the prime contractor to extend an
opportunity to qualified women and/or minority firms to participate in a joint venture agreement oras a
subcontractor(s) in the engagement. A list of Minority Business Enterprise firms, or other information
or assistance can be obtained from:

Business Development & Procurement Services

City Halll

1500 Marilla, Room 3FN

Dallas, TX 75201
(214) 671-9814

Description ot the City

The City of Dallas, incorporated in 1856, adopted the City Charter in 1807 and has had a Ceouncil-
Manager form of government since 1931. The City Council consists of fourteen single district council
members and a mayor elected at-large. The estimated population of the City as of 2009 was

1,306,350,

The City Council's Budget, Finance and Audit Committee consists of six council members. The
committee is charged with the responsibility of financial and audit oversight of the operations of the
City. A list of elected officials, and members of the Budget, Finance and Audit Committee are included

in Exhibit E-3.

¢ The City's 2010 budget provides for $2.23 billion in operating expenditures and 3745 million

in capital improvements to furnish the full array of municipal services o its citizens.
3



The following component units included in this request for proposal are not included in the City's
budget:

e Employees' Retirement Fund Pension Plan

¢ Dallas Police and Fire Pension System Pension Plan

e Police & Fire Supplemental Pension Fund Pension Plan

o Convention Center Hotel Corporation

e Love Field Modernization Corporation

= Downtown Dallas Development Authority

Additional information for the component units included in this request for proposal can be found in
Exhibit B-1. In addition, the City may establish one or more additional local government corporations
or other special purpose entities which may require reporting as a component unit of the City during

the contract period.

The City Controller’'s Office is responsible for preparing the audited financial statements for the City.
The department is headed by the City Controller, Assistant City Controller and Assistant Director for
Cash and Debti. Organizational charts are included in Exhibit E.

Audit Requirements

4

The Cityl Council is required by the City Charter to have an independent audit of "the books of
account, recards and transactions of alt the adminisirative departments of the City." The City
maintains numerous individual funds and groups of accounts to record these transactions.
The number and type of funds, grants and component units will change over time; the lists

presented throughout this request for proposal are current as of the proposal date.

All component units maintain financial information in systems other than the City's. Additional

information can be found in Exhibit B-1.



Certain difficulties may arise in the future which may increase the level of service required in
past audits due to additional grant reporting requirements, implementation of new accounting
standards and financial system upgrades. Such foreseeable difficulties include significant
reporting requirements set forth by the Federal Government for entities receiving American
Recovery and Reinvestment Act (ARRA) funds anticipated by the City; upgrading the Lawson
Human Resource Information System; and a possible upgrade of the City's Advantage
financial system (see Section V.E.1) within the audit timeframe. Additionally, audits for the
past 3 years would be required for Oak Cliff Gateway TIF district if bonds are sold.

Exhibit A lists the reporting entities included in the City's financial statements, by fund type,
and the number of funds maintained for each type as of September 30, 2009. Exhibit A-2 lists
the funds included in Exhibit A-1 which require a separate audit of their respective basic
financial statements. These funds are included as part of this request for proposal, but should
be separately identified.

Exhibit B lists the City's compaonent uniis, which are reported and audited separately. Exhibit
B-1 lists the component units which are included in this request for proposal. The individual
boards must also approve the bids; therefore, audit fees should be separately stated for each
of these component units. Audits of the component units listed in Exhibit B-2 are not included
as part of this request for proposal, but the funds are consideredicomponent units of the City.
Related organizations not included as component units of the City include the Dallas/Fort
Worth International Airport, Dallas Housing Authority and Dallas Area Rapid Transit (please
refer to Note 1, page 34 of the City’s Fiscal Year 2008 CAFR for additional information).
Exhibit C includes those funds requiring compliance audits as prescribed by other
governmental agencies or revenue bond ordinances.

Dallas Water Utilities and Aviation Revenue require a certificaie of adequate net revenue
coverage for each bond sale. Verification of arithmetical computation of adequacy of

escrowed securities and interest will be required for DWU bond refunding as well as



infrequent comfort letter(s) (last required in 1988). Alf such fees should be separately stated

per bond sale.

Other reports required by the City related to: (1) Agreed upon procedures satisfying the

Texas Commission on Environmental Quality financial assurance test special report

requirements of the Texas Administrative Code, Chapter 37, Subchapter C, which must be

filed within six months after the fiscal year end; (2) Passenger Facility Charge audit in

accordance with 14 Code of Federal Regulations (CFR) Part 158; and, (3) review of each

official statement in conjunction with bond offerings.

A compliance audit is required of management controls on investments and adherence to the

City's established investment policy and the Public Funds Investment Act.

The City also requires the performance of a Single Audit (Schedule of Grant Expenditures) of

federal, state and local grant funds as prescribed by the "Single Audit Act of 1984" as

amended and the U.S. Office of Management and Budget (OMB) Circular A-133 and the

State of Texas Single Audit Circular (the Circular} in accordance with the State Uniform Grant

Management Standards. Exhibit D lists varicus federal, state and local agencies that

currently provide grant funds to the City.

Required Auditor Communication

1. The Auditor will provide a letter to management setting forth any reportable
conditions found during the audit as required by generally accepted auditing
standards. A written report of all irregularities and illegal, or indications of illegal, acts
must be immediately given to the City Manager, Chief Financial Officer, City
Controller, City Auditor and the City Attorney. If the Audiior becomes aware of fraud
involving senior management, the Auditor will report this matter directly to the City
Manager and City Auditor. If the Auditor becomes aware of fraud that causes a
material misstatement of the financial statements, the Auditor will report this matter

directly to the City Manager, Chief Financial Officer, City Controller, City Auditor and



the City Attorney.

The Auditor will communicate certain independence matters to the Chief Financial
Officer, City Controller and City Auditor. In addition, the Auditor wilt provide
information outlining any services other than auditing services that the Auditor
performed for the City during the year under audit.

Pursuant to an agreed upon schedule established at the beginning of the audit,
Auditor will meet regularly with the City Controller and the City Auditor and provide
audit status updates. These updates will include, but are not limited to, the planned
scope and timing of the audit, preliminary assessments of internal accounting and
administrative controls, compliance with laws and regulations, as applicable, and
adherence to accounting principles generally accepted in the United States of
America.

Auditor will provide the City Controller and City Auditor, upon request, electronic files
of flowcharts, narratives, and other internal control documentation developed during
the audit in a format that can be updated.

If illegal acts come to Auditor's attention, the Auditor will inform the City Manager,
Chief Financial Officer, City Gontroller and City Auditor unless the illegal acts are
tlearly inconsequential. 1

Auditor will inform the City Auditor of significant audit adjustments noted during the
audit.

Auditor will advise the City Auditor of material oral and written communications
between management and Auditor.

Auditor will communicate to the City Controller and City Auditor any material
weaknesses and reportable conditions that are noted during the course of its audit.
Auditor will communicate to the City Controller and City Auditor all significant

deficiencies and material weaknesses in internal control over financial reporting that



10.

11.

12.

13.

it identifies during the course of the audit.

Auditor will communicate to the City Controller and City Auditor all internal control

deficiencies (that is, those deficiencies in internal control over financial reporting that

are of a lesser magnitude than significant deficiencies) identified during the audit and
not previously communicated by Auditor.

Auditor may also communicate to the City Controller and City Auditor other

opportunities for economies in or improved controls over the City's operations.

Auditor will communicate o the Chief Financial Officer, City Controller and City

Auditor the existence of any significant deficiency or material weakness as a result of

ineffective oversight by the Budget, Finance and Audit Committee for external

financial reporting and internal control over financial reporting.

Auditor will communicate certain matters related to the conduct and results of the

audit to the City Auditor. Such matters include, when applicable,

a) The auditor's views about the qualitative aspects and acceptability of the
City's significant accounting practices, including accounting policies,
accounting estimates, and financial statement disclosures.

b) Changes in the City’s significant accounting policies and methods for
accounting for significant unusual transactions or for controversial or

- @merging areas.

c) Difficulties encountered in performing the audit.
d) Uncorrected misstatements, other than those the auditor believes are frivial.
e) Material corrected misstatements that were brought to the attention of

management as a result of audit procedures.
f) Disagreements with management, whether or not resolved.
Q) The Auditor's level of responsibility under auditing standards generally

accepted in the United States for the financial statements, for internal

8



control, and for other information in decuments containing the audited
financial statements.

h) Unadjusted audit differences that were determined by management to be
immaterial, both individually and in the aggregate, to the financial

statements as a whole.

i) The basis for the Auditor’s conclusions regarding sensitive accounting
estimates.

i) Management's consultations with other accountants which the Auditer is
aware of.

k) Major issues discussed with management prior to the Auditor's retention.

Accounting Information

A,

The modified accrual basis of accounting is used for all governmental fund types; revenues
are recorded when measurable and available. The City budget represents departmental
appropriations authorized by the annual appropriation erdinance and as revised by the City
Council during the fiscal year. Appropriations, estimated revenues and encumbrances are
recorded in the accounting records.

Expenditures are recorded when incurred as fund liabilities according to generally accepted
accounting principles. 1

All proprietary-fund types use the accrual basis of accounting, and economic resources
measurement flows.

All funds are restated to the accrual basis of accounting and eccnomic resources
measurement focus for the government-wide financial statements.

Financial System

1. The City uses the integrated accounting system Advantage version 3.5, a product of

CGI-AMS, Inc., Fairfax, Virginia. Advantage is a financial management system which

provides general ledger functions including encumbrance and budget controls, and



modules for purchasing, fixed assets, inventory management, and job cost.

The Lawson Human Resources Information System interfaces with Advantage and
is not part of the integrated system. Water utilities, sanitation, aviation, security
alarm permits, and several other revenues sources are maintained in SAP. The
information is interfaced with Advantage. Various other hilling and cash receipts
systems other than SAP also interface with Advantage.
Approximately 7,500 journal vouchers are entered annually by approximately 380
data entry personnel and general system users. Another 75,000 transactions
annually are input as interface files from feeder' systems such as payroll, water
utilities customer information accounting billing system, license and permit biliing
systems, equipment services billing and inventory systems.
The accounting structure of Advantage includes approximately:

a) 1,183 Funds

b} 9.526 Units

c) 1,105 Balance Sheet Accounts

d) 695 Expenditure Object Categories

e) 1,020 Revenue Source Categories

The City processes about 109,000 payment vouchers annually. The City also
processes approximately 3,103 wire transfers per year.
The Advantage Financial data base consists of four components, all of them Oracle
tables:
a) Document Catalog contains all documents which were processed.
Documents may be archived, but encumbrances which are still

open will not be archived.
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6.

d)

Tables contain chart of accounts, configuration options and various
repositories of information, such as vendors.
Journals contain chronological accounting activity in detail.

L edgers contain summary-level accounting data.

Documentation for the City's systems, policies, and procedures is provided by

various manuals including:

a)

b)

h)

Administrative Directives Manual

Advantage Information Guide

Advantage Financial User Guides

Human Resources Information System (HRIS) Manual
Records Management Manual

Personnel Rules

Online help for pages and individual fields

City Charter

Centralized Computer Center

The City of Dallas has a Centralized Computer Center. The Advantage financial system is

supported, as follows:

1.

1

Four Sun V480 servers, Solaris 9: Database, Vendor Self-Service, Web/Application

and Test.

The application is written in Java. 1BM Websphere serves HTML pages to standard

web browsers on the Intranet.

The database is Oracle 9i.

The data exiraction tool is Oracle PL/SQL (SQL Plus), or other database utilities.

The end-user reporting tool is InfoAdvantage (a vendor-provided configuration of

Business Objects), which runs on a Winte! platform.

11
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VL.

Assistance Available to Auditors

The City Controller's Office staff will prepare workpapers, provide documentation and make available

training aids for orientation of the auditor's staff. The preparation of confirmation letters will be the

responsibility of the City Controller's Office. The City will provide reasonable workspace for the

auditor. Access to telephone, fax, internet and photocopy machines will also be provided.,

Proposal Requirements

Each firm should submit their proposal in twenty copies. Items to be ingluded are:

A.

Table of Contents

Include a clear identification of the material submitted by section and by page number.
Scope of Service Section

Clearly describe the scope of the required services to be provided defined in terms of both
financial statement audit and compliance audit.

Audit Staff

{dentify the responsible pariner(s) and appropriate pariner, manager, and other supervisors
who will work on the audit, including staff from other than the local office. Resumes for each
should be included, containing specific governmental experience and whether they are
licensed to practice as a Certified Public Accountant in the State of Texas. The depth of the
staff available should be included and the firm's intent regarding; continuity of assigned staff
during future years. Also indicate any joint venture or subcontractor participation by other
audit firms and staff profiles as appropriate. State whether the proposed staff have received
continuing professional education in governmental accounting and auditing during the last
two years. If the firm or joint venture has performed or assisted the City's audit within the
prior five years, state the firm’s approach to rotating the pariner and manager off the audit.
Audit Approach

Clearly describe your firm’s approach to conducting the audit. Include in this description your

proposed utilization of City staff, methodology for accomplishing the varied audit

12



requirements in a timely and efficient manner and any special techniques you may employto
facilitate the first year engagement. Also include proposed segmentation of the engagement,
level of staff assigned to each segment, approach to determining sample sizes, approach to
determining compliance with laws and regulation, and the approach to be used in gaining an
understanding of the internal control structure. It is the City's goal to issue audited financial
statements within 180 days after the fiscal year end. Therefore, indicate procedures and/or
work schedules that would be used fo facilitate the completion. of the audit within this time
frame.

Identify any potential audit problems, the firm’s approach to resolving these problems, and
any special assistance that will be requested from the City.

Independence

State whether your firm is independent of the City of Dallas as defined by generally accepted
auditing standards. List and describe the firm’s professional relationships involving the City of
Dallas, elected or appointed officials or any of its agencies for the past five years. Include a
statement explaining why such relationships, if any, do not constitute a conflict of interest.
Profile of the Firm

State whether your firm is local, national or international. Give the location of the office from
which the work is to be done and the number of partners, man};\gers, supervisors, seniors
and other professional staff employed at that office and your proposed billing rates for each.
Provide a statement that the firm, engagement partners, concurring partners and senior
manager are licensed to practice public accounting by the State of Texas.

List of all lawsuits pending as of January 2005 or filed since that date, including subject
matter and status. Disclose any disciplinary action brought against your firm or employees by
state requlators, bodies, or professional organizations during the past five years.
Governmental Experience

Describe recent expetience in governmental auditing, pension fund auditing, Single Audit,

13



and grant auditing similar to the iype requested and emphasize any local office
engagements. Include whether those clients received the GFOA certificate for excellence in
financial reporting for each of the years the client was served by your firm. Provide as
references the names and telephone numbers of client officials responsible for those audits.
Compliance with Auditing Standards Generally Accepted in the United States of America.
State whether your firm intends to comply with auditing standards generally accepted in the
United States of America and the standards applicable to financial auditing committees in the
Government Auditing Standards, July 2007 Revision, issued by the Comptroller General of
the United States, and OMB Circular A-133, Audits of states, local governments and non-
profit organizations, including special reporting on internal controls and on compliance with
applicable laws and regulations. State whether your firm has complied with applicable
requirements for external quality control review and continuing professional education.
Include a copy of the report on the firm's most recent external quality control review with a
statement whether that review included a review of specific government engagements. State
also whether your firm has complied with continuing professional education in governmental
accounting and auditing as specified by the GAD.

Additional Information

The successful proposer will be required to purchase, and ma;ntain during the term of the
contract, insurance. Give any additional information considered essential to this proposal,
including involvement in state and local government organizations, seminars, etc. Indicale
any planned participation by certified women- or minority-owned firms. Indicate your
availability in providing a minimum of 16 hours of continuing professional education annually
for the City's professional accounting staff. Indicate your firm's availability for providing
ongoing accounting, financial management systems, and pension/actuarial consultation

throughout the year.

14



L. Audit Fees

The City Council is required o approve the fees for this contract at the time the auditor is

selected and the contract is approved. The City will not be in a position to include any

provisions in the contract that could result in additional obligations on the part of the City. The

estimated fee provided in the response should indicate:

1) a combined not-to-exceed fee and estimated hours for the simultanecus audit of
the CAFR and Schedule of Grant Activity (Single Audit);

2) the fee and estimated hours for each review of the City's official statement in
conjunction with its bond offerings;

3) the fee and estimated hours for the Texas Commission on Environmental Quality
Financial Assurance report and Passenger Facility Charge audit;

4) the fee and estimated hours for verification of arithmetical computation of adequacy
of escrowed securities and interest for DWU bond refunding and infrequent comfort
letter(s) (last required in 1988);

5) the fee and estimated hours for the audit of each component unit identified in Exhibit
B-1;

6) the maximum percentage increase in 1), 2}, 3), 4) and 5) that can be anticipated in
subsequent years (see Section IX); and '

7) maximum hourly rates for services which may be requested outside the scope of the
audits for each of the following: Partner, Manager, Senior Accountant, and Staff
Accountants.

Vilk. Selection Process

The Budget, Finance and Audit Committee of the City Council will review the proposals, choose the

firms for oral presentations and select the firm it deems most qualified.

i5



Contract

The professional audit firm selected by the City to perform this service will be required to sign a
contract prepared by the City Attorney's Office (sample contracts are provided). Any modifications to
the cantract should be addressed in the proposer's response to this RFP. Modifications to the contract
are subject to review and approval by the City Attorney's Office. The contract will be a three year

contract with an option to renew the contract for up to two successive one year periods.

16



X. Criteria for Evaluation

The criteria for evaluation will include, but not be limited to, the following areas with the approximate
weightings as noted:
A, Prior governmental auditing experience 30
- current governmental clients
- experience in comparable audits and single audits

- participation in municipal leagues and associations

B. Quualifications of staff to be assigned to the audit 30
- quality assurance review - unqualified opinion
- extent of continuing education received by staff
- size of local office
- extent of on-site staff experienced

in electronic data processing audits

C. Audit approach 15
- extent of City staff utilization during engagement
- reasonableness of audit timetable
- reasopnableness of audit hours

- adequacy of sampling techniques and analytical procedures

D. Fees 25

If you have any questions prior to the pre-proposal conference, please contact Jan Hollins (214) 671-8148.

17



Governmental Funds:
General Fund
Debt Service
Special Revenue Fund
Capital Project Fund
Permanent Fund

Internal Service Funds:
Equipment Services
Communication Services
Office Services
information Systems
Risk Funds

Enterprise Funds:
Water Utilities
Convention Center
Aviation Revenue
Municipal Radio
Building Inspection

Fiduciary Funds
Agency Fund
Pension Trust Fund

Other
General Fixed Assets
General Long-Term Debt
Component Units

Total

Note: number of funds may change based on new requirements through the end of the current fiscal year.

EXHIBIT A-1

Reporting Entities to be Audited

As of September 30, 2009

28

676
298

0o~ N =

1,191

(None maintained in City’s financial system)

{None maintained in City's financial system)
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EXHIBIT A-2

Enterprise Funds Requiring Separate Audited Financial Staterents

The City is requesting bids for the audit of the following Enterprise Funds as part of this request for proposal.
These funds require the audit of basic financial statements prepared by the City Controller’s Office due to
bond requirements. The bids for these audits should be separately identified, but do not require additional
approval.

Water Utilities

Aviation Revenue

Vickery Meadow TIF

Cityplace TIF

18



City Component Uniis

Included in the Request for Proposal

EXHIBIT B-1

The City is requesting bids for the audit of the following component units as part of this request for proposal.
The bids should be separately identified, and are subject to approval by the respective boards.

Employees' Retirement Fund Pension Plan W
Established for the benefit of all eligible City employees,
excluding firefighters and police officers.

Dallas Police and Fire Pension System Pension Plan m
Defined benefit pension plan designed to provide refirement,

death and disability benefits for firefighters and police officers.

Police & Fire Supplemental Pension Fund Pension Plan )
Established for cofficials in the Fire and Police Departments who
hold rank higher than the highest corresponding Civil Service
and available as a result of competitive examination,

Convention Center Hotel Corporation @
Nonprofit local government corporation created and organized
by the City to finance the costs required to acquire land and to
develop, construct, furnish and equip the City of Dallas
Convention Center Hotel.

Love Field Modernization Corporation @
Nonprofit local government corporation created and organized
by the City to finance the costs required to demolish and rebuild

terminals af Love Field airport as a result of the repeal of the
Wright Amendment.

Downtown Daflas Development Authority m
Organized to increase-the property tax base in the downtown
area of the City in a manner similar to other tax increment
financing zones of the City, but with a separate board.

20
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12/31

12/31

12/31

12/31

09/30

09/30



(1)
(@)

EXHIBIT B-1

City Component Units
Included in the Request for Proposal {(continued)

Financial informaiion is maintained in a separate financial system from the City's. The staff
responsible for preparation of financial statements is substantially different from the City’s.
Financial information is maintained and prepared by the City. The component unit does not use the
City's financial system, but instead uses either Peachiree or Excel to maintain financial activity.
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EXHIBIT B-2

City Component Units
Not Included in the Request for Proposal

The following component units are reported in the City's financial statements. The boards of each of the
component units procure auditing services independent from the City's procurement process.

Report Date

Housing Finance Corporation

Organized 1o issue tax-exempt mortgage revenue bonds to

encourage low to moderate-income citizens opportunities for -

single-family residential home ownership. 12/31
Housing Acquisition and Development Corporation

Organized solely and exclusively for the public purpose of

providing safe, affordable housing facilities for low and

moderate income persons. 09/30
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Fund

Federal/State Grants
Water Utilities
Convention Center

Airport Revenue

Funds Requiring Compliance Audit

Compliance Required By
Single Audit Act of 1984

Revenue Bond Ordinance
Revenue Bond QOrdinance

Revenue Bond Ordinance

23
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09/30
09/30

09/30
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EXHIBITD

Agencies Providing Grant Funds to City of Dallas

Agencies Providing Grant Funds to City of Dallas

U.S. Department of Agriculture

U.S. Department of Commerce

U.S. Department of Education

U.S. Department of Health and Human Services
U.8. Department of Homeland Security

U.S. Department of Housing and Urban Development
U.S. Department of Interior, National Park Services
U.S. Department of Justice

U.S. Department of Transportation

U.S. Army Corps of Engineers

U.S. Environmental Protection Agency

Texas Department of Agriculture

Texas Department of Health

Texas Department of Transportation

Tax Allocation Section of State Comptroller's Office
Texas Automobile Theft Prevention Authority
Texas Commission on Alcohol and Drug Abuse
Texas Commission on Environmental Quality
Texas Commission on the Arts

Texas Engineering Extension Services

Texas Health and Human Services Commission
Texas State Library and Archives Commission
Texas Water Development Board

Texas Warkforce Commission

State of Texas Comptroller of Public Accounts
State of Texas Office of the Attorney General
National Association of County and City Health Officials
National Endowment for the Arts

National Endowment for Humanities

National Highway and Traffic Safety Administration
North Central Texas Council of Government
Institute of Museum and Library Services

Federal Aviation Administration

Governor's Oifice of General Council and Criminal Justice
Telecommunications Infrastructure Fund Board
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City of Dallas Organizational Chart

(As of 10/01/09)
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EXHIBIT E-2

City Controller’s Oifice Organizational Chart
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Elected Cificials:
Tom Leppert
Delia Jasso
Pauline Medrano
Dave Neumann
Dwaine Caraway
Vonciel Jones Hill
Steve Salazar
Carolyn Davis
Tennell Atkins
Sheffield Kadane, Jr
Jerry Allen
Linda Koop
Ron Natinsky
Ann Margolin

Angela Hunt

List of Key Personnel

Mayor, Place 15
Councilmember, Place 1
Counciimember, Place 2
Councilmember, Place 3
Counciimember, Place 4
Counciimember, Place 5
Councilmember, Place 6
Councilmember, Place 7
Councilmember, Place 8
Councilmember, Place 9
Councilmember, Place 10
Counciimember, Place 11
Councilmember, Place 12
Councilmember, Place 13

Councilmember, Place 14

Budget, Finance and Audit Commitiee

Jerry Allen

Ann Margolin
Delta Jasso

Dave Neumann
Vonciel Jones Hill

Ron Natinsky

Chair
Vice-Chair
Member
Member
Member

Member
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Selected Administrative Staff

Mary Suhm

Ryan Evans

A.C. Gonzalez

Jill Jordan

Forest Turner
Jeanne Chipperfield
Thomas Perkins, Jr.
Deborah Watkins
Craig Kinton
Edward Scott
Lance Sehorn

Corrine Steeger

List of Key Personnel, continued

City Manager

First Assistant City Manager
Assistant City Manager
Assistant City Manager
Assistant City Manager
Chief Financial Officer
City Attorney

City Secretary

City Auditor

City Controller
Assistant City Controller

Assistant Director, Gash and Debt
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The skill you require,

the attention you deserve.

Qur focus on delivering distinctive client service
as we continue to serve the City of Dallas.
May 6, 2010

GRANT THORNTON LLP

Ben Kohnle
1717 Main Street, Suite 1500
Dallas, Texas 75201

T: 214.561.2260
F: 214.561.2370

E: BenKohnle{@gt.com

/" SERVICE
; QUALITY

R



Grant Thornton

May 6, 2010

Audif - Tax - Advisory
Mr. Jerry Allen Grant Thomten LLP
Budget, Finance and Audit Committee Chair :g;y%’ﬁ ?é’;;};ﬂge 1500
Dallas City Hall

: T 214,561.2300

1500 Mariila, 5FS . F 214.561,2T3g00
vy GrentThorton.com
Dallas, Fexas 75201 v Giran f.0om

Dear Mr. Allen:

On behalf of Grant Thornton LLP (“Grant Thornton™), I appreciate the opportunity to
reintroduce our firm’s qualifications to provide independent financial audit and related
professional services to the City of Dallas (the “City”). This proposal is for the City’s annual
yeat-end financial audit for the fiscal years ending September 30, 2010 and 2011. We are
pleased to submit our proposal, which we believe conveys our enthusiasm, our commitment
and our strong desire to contnue serving the City.

We know the City and its people. We ate very proud to have served the City for the last three
years, Over the years we have built 2 long lasting relationship with the City and its people. We
understand the issues the City faces and we look forward to continuing to offer the City of
Dallas the expettise and in-depth knowledge specific to the municipal government industry.

While serving the City, we have seen the firsthand results of what it means to “Live Large.

(and) Think Big.” Your commitment and dedication to the people of this City is evidenced in
your community revitalization efforts and business development initiatives throughout the City.
That level of leadership in your service delivery is one of the many reasons why we have
enjoyed serving the City. We share a similar vision of excellence in our service delivery. You
desetve a setvice provider that is knowledgeable, resoutceful, proactive, communicative,
responsive, and timely. T personally commit to continue delivering distinctive client setvice that
cannot be rivaled by other firms, and at the fee we mutually agreed upon. The City of Dallas
has and will continue to be a premier client ot our firm and our practice, and will continue to
receive attentive service from some of our most experienced government professionals.

Throughout this proposal, we will present our ability, experience and commitment to continue
to meet the needs of the City including:

o  Qur commitment to providing you with uncompromising, comprehensive and
distinctive client service

e A team of partners and muanagers with extensive government industry experience

Grant Thomion LLP
U5, member firn of Grant Thoreion Intamationst Lid



Grant Thornton

o A high level of partner involvement throughout the engagement to ensure a
collaborative reladonship

e An issue resolution model, including both local and national resources, that results in
rapid responses to complex business issues

o Effective continuous engagement planning, close coordination with management and
your internal audit team, and continuous communication of issues and engagement status

e On-going and proactive communications throughout the year to discuss emerging
business trends and industry issues. Moreover, your engagement team will discuss the
impact of trends and issues on the City and share best practices in addressing these
matters

o Continuing to provide 16 hours of continuing professional education (CPE) credits on
an annual basis to those employees that desire it

We ate excited about the opportunity to continue to provide setvices to the City of Dallas. In
view of our highly experienced client service team, our firm’s commitment to governiment, our
firm’s experience in serving other state and local government entities, and our strong destre to
continue working with you, we are positioned to provide an outstanding value proposition to
the City. In fact, as previously discussed, we are reducing our fees for 2010 by $100,000 from
2009 and have also committed to that same fee for 2011. As the engagement partner, I want to
emphasize that we want to strengthen our relationship with the City by providing value-added
insight on industry best practdices, new regulations and pronouncements, current trends, and
opetational recommendations. If you have any questions regarding this proposal or need

additional information upos which to base your decision, please feel free to contact me at
214.561.2260

Very truly yours,
GRANT THORNTON

Ber O Vrbimte

Ben Kohnle
Engagement Partner
Central Region Government/Not-for-Profit/ Education Leader

Grant Thamisn LLP
U 5. momber firm ol Granl Thorston inlsmatend Ed
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QOur proposal 1o continue serving the City of Dallas. 1

Scope of Service

Grant Thornton LLP (“Grant Thornton™) will andit the basic financial statements of the City of Dallas
(“City”) for the fiscal years ending September 30, 2010 and 2011.

We will also perform audit procedures on the combining statements and individual fund statements and
schedules, including the schedules of expenditures of federal and state awards that is presented for
purposes of additional analysis as required by OMB A-133 and State of Texas Single Audit Circular
(collectively, “supplementary information™). The putpose of our auditing procedures will be to
determine whether, in our opinion, the supplementary information, when considered in relation to the
basic financial statements taken as a whole, present fairly, in all material respects, the information set
forth therein.

The introductory section and statistical section are presented to fulfill the requirements of a
Goverament Finance Qfficers” Association Comprehensive Annual Financial Report (“CAFR”) and are
not a required patt of the basic financial statements. They will not be subjected to the auditing
procedures applied in the audit of the basic financial statements and, therefore, we will express no
opinion on them.

We will apply certain limited procedures consisting principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information (RSI)
{management’s discussion and analysis, and pension supplementary schedules as required by GASB 34).
The RSI will not be subjected to the auditing procedures applied in the audit of the basic financial
statements and, therefore, we will express no opinion on RSI. We will also perform separate audits of
Aviation Revenue, Dallas Water Utllities and the Employees’ Reti:er{lent Fund.

Our audit will be conducted in accordance with auditing standards generally accepted in the United
States of America (“US GAAS”) established by the American Institute of Certified Public Accountants
(“ATCPA™), the standards for financial audits of the U.S. General Accounting Office’s (“GAO”)
Government Auditing Standards (‘GAGAS”) issued by the Comptroller General of the United States, the
Single Audit Act Amendments of 1996 and U.S. Office of Management and Budget Circular A-133,
Andits of States, Local Governments, and Non-Profit Organigations (“OMB Circular A-1337), and the State of
Texas Uniform Grant Management Standards Single Audit Circular.

“xGrant Thoroton LLP. Al rights reserved



Qur proposal to continue serving the Gity of Dallas. 2

Our audit will include examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting pdnciples used and significant judgments and
estimates made by management, as well as evaluating the overall financial statement presentation.
Additionally, our audit will also include examining, on a test basis, evidence about the City’s compliance
with the requirements of laws, regulations, and provisions of contracts or grants applicable to each
major federal and state program and performing such other procedures as considered necessary to
render our report.

Management’s rosponsibilities

As you are aware, the financial statements are the responsibility of management and the City Council’s
Budget Finance and Audit Committee, City staff and the City Auditor. Management is responsible for
the data and information set forth therein, as well as for the evaluation of the capability and integrity of
the Ciey's personnel.

Cur responsibilities

We are responsible to determine that certain matters which ate more fully detailed in your request for
proposal related to the conduct of the audit that come to our attention are communicated to the City
Auditos, including:

o fraud, illegal acts, violations of provisions of contracts or grant agreements, and abuse that causes a
materal misstatement of the financial statements ot non-compliance with the provisions of a major
federal or state financial assistance program.

o disagreements with management, reportable events, and other serious difficulties encountered in
petforming the engagement,

e various matters related to the City’s accounting policies and financial statements, such as the basis
for our conclusions regarding the reasonableness of significant judgments and estimates made by
management, audit adjustments, uncorrected misstatements and accounting policies.

o significant deficiencies or material weaknesses in internal contto] over financial reporting and
fedéral or state financial assistance that come to out attention during the course of our engagement.

Uso of our reports

When delivered to the City, the audit reports and financial statements produced under this contract are
public records and may be used to fulfill the requirements of continuing disclosure under SEC rule
15¢2-12; as inserts or incorporated by reference in offering documents issued by the City; and for any
lawful purpose of the City, all without subsequent consent. Occasionally, the City may request us to
perform additional procedures related to official statements and regulatory filings. To avoid
unnecessary delays or misunderstandings, it is important that you give us timely notice of the City’s
intention to issue any such documents. If the City chooses to ssue official statements without retaining
us to perform additional procedures thereon, the following must accompany the financial statements
included in those official statements:

Grant Thotnton LLP, our independent auditor, has not been engaged to perform and has not

performed, since the date of its report included herein, any procedures on the financial statements
addzessed in that report, nor have they performed any procedures relating to this official statement.

D Grat Tharnton LLP. Al rights resarved



Qur proposal to continue serving the City of Dallas. 3

The report on compliance with laws, regulations, and provisions of contracts or grants agreements and
internal control over financial reporting and the report on compliance issued in accordance with OMB
A-133 and State of Texas Single Audit Circular will include a statement that restricts the use of the
repotts to specified parties.

Other audit-related services

Even after we perform and report the results of additional tests of compliance with specified laws,
regulations, contracts, and grants, some reasonable needs of report users still may be unmet. We could,
as a separate engagement, be engaged to perform agreed-upon procedures or examine and report on
management’s written assertion on compliance with specified laws, regulations, contracts, and grants or
on management’s written assertion about internal control over financial reporting. Such engagements
would be conducted in accordance with AICPA standards for attestation engagements.

& Grant Thorntan LLP. Alb rights rosasyad.



Our proposal to continue serving the City of Dallas. 4

Our Qualifications

Dallas office practico/governmental audit staff
The Dallas office practice, which will perform

the audit services for the City, has approximately
300 full-time andit, tax and advisory professionals,
including four partners dedicated to the
governmental/not-for-profit/higher education

Partners

industries and 30 staff membets who spend a
significant portion of their dme in these industries.

Governmental experience

While Grant Thotnton provides a full range of audit, tax and management consulting services o
commercial, governmental and not-for-profit entities, of ptimaty importance to you in evaluating our
qualifications is our extensive experience serving governmental entities. We have an extensive practice
in auditing and consulting for governmental entities. The types of services provided to governmental
entitics include financial and compliance audits, design and implementation of accounting and reporting
systems, preparation of rate studies, assistance with preparation of indirect cost rate proposals,
preparation of computer cost rate studies, calculation of arbitrage rebate amounts, preparation of cost
studies for specialized service facilities, design, analysis and implementation assistance with
comprehensive information processing systems, and technology transfer control issues.

We currently, or within the past three years, setve or have served over thirty entities requiring reports
associated with the receipt of federal financial assistance. We are considered one of the major
providers of governmental compliance audits in the Dallas market and have an unpatalleled depth of
experience with federal compliance requirements. N

Our proposed engagement team cutrently serves, or bas recently served, several governmental entities.
The clieats have included:

City of Dallas, Texas City of Farmers Branch, Te‘ms
E C’«t}’ of S'm Antomo Te\‘ls . B e ' .'; City of Lew:svﬂle Tem%
City of Oklahoma C1ty Ol-.hhonm City of Mesquite, Texas
City of Irvlng, Tc\as EET : o L Brazos Rlvet Authonty
City of Plano, Texas o Collin County Community College DiStl'lCt
City of (_Iarioﬂ'tori, Texas . D_aHas_County Community College District

City of Coppell, Texas

<4 Grant Thornton LLP. All rights resorved



Cur propoesal o continue serving the City of Dallas, 5

We have been among the profession’s pioneets in developing programs, planning, and budgeting
systems for governmental and not-for-profit entities. We have assisted clients in developing public
sector planning techniques, performance measures, evaluation criteria, and financial management
systems. We have served as a contractor for virtually every department in the federal government,
either directly and/or indirectly through grant programs. We have served as consultants and/ot
auditors to numerous state and local governments.

This broad range of experience means that we are familiar with the challenges faced by entities such as
the City of Dallas and, therefore, are prepared to be more than just auditors - we will assist you with the
identification of problems and the development of alternative solutions.

Qur success in serving our clients is a direct function of the experience, education, and commitment of
our professionals. We understand what it takes to provide outstanding professional service and we
commit the key personnel necessary to ensure that we exceed your expectations with the following:

®  An engagement team that understands the government industey.
s A group of responsive professionals dedicated to providing distinctive client service.

o  Ready access to national expertise and specialized knowledge of reporting requirements, industry
practice, and information technology matters, when needed. Significant experience auditing federal
and state grant programs and assisting clients in compliance with federal regulations including
OMB Circulars A-133, A-87, A-102 and federal acquisition regulations, as well as the State of Texas
Single Audit requirements.

Similar engag

Audit & Mr. Troy Elliott
City of San Antonio A133 Services 2007 — present Asst. Director of Finance
‘ _ 210.207.8604
Audlt& . Bob Scott: it
.City of. Carroliton:: i A133 Sorvices / 2006 = present - Chief Financial Officer: S
SRS SR T BRI £ 972.468.3103 0
Charles Caox
City of Farmers Branch Audit Services 2007 — present Director of Finance
972.919.2518
T B T L Ms! Regina Givens
City of frving. =1 ﬁ#gg ge'r.vices. w1 2008 present o0 : Controller: ;.00
S | REReMESS L | eraT2iders
Audif & Ms. Denise Tacke
City of Plano . 2007 — present Director of Finance
133 Services 972.941.5233
City of Mesquite. ... |1 P 008 —present. =+ ... . Director of Finance - -
’ RN {‘_\133 Serylces S R '972.216.6207 -
Ms. Kim Tiehan
City of Cappell Audit Services 2004 — present Chief Accountant
972.304.3693

3 Grant Thermtan LLP. All righis reserved.



Gur propesal to continue serving the City of Dallas, g

Engagement Team

We have thoroughly enjoyed serving the City over the past three years and therefore we commit to
staffing the engagement with the same team members to optimize our efficiency and effectiveness.
The individuals selected for your engagement will continue to be accessible, able to render professional

advice and services on a timely basis, aware of your concerns, receptive to your needs and are highly
qualified to effectively serve the needs of the City. Your team members and their roles are described
briefly below followed by detailed résumés:

Ben Kohnle Ben will have ultimate responsibility for your engagement. He will be
Client Services and Lead Engagement proactive in giving advice and counsel, provide you with innovative
Audit Partner ideas, provide suggestions as to how accounting operations might be

improved and ensure that our services to you are conducted with the
htghest level of quahty

: Rusty Hale, Andrea Cockrei! and i
- Fulya Bayolken ™7
Audlit Managers .5

e Rusty. Andrea and i"—'ulya wﬂl be responsnble for the day-to—day aspects-
of your audlt and W||E work closely w1th Ben W :

Team Résumés

Ben Kohnie
Engagement Partner

Ben Kohnle is an audit partner in the Dallas office of Grant Thornton with more than 24 years of
accounting experience. Ben is the Central Region Not-for-Profit Industry Leader and regularly
provides audit services to a variety of not-for-profit, higher education and government entities. Prior
to joining Grant Thornton, Ben held several positions, including priqncipal, with two international
accoundng firms. Ben is a Certified Public Accountant in Texas, California and New York, and is a
member of the American Institute of Certified Public Accountants and Texas State Society of Cerufied
Public Accountants, the Government Finance Officers Association and Government Finance Officers
Association of Texas.

Selected governmenial entities served

City of Dallas City of Mesquite

Brazos River Authority City of Oklahoma City, OK
City of Adington City of Plano

City of Coppell City of Richardson

City of El1Paso City of San Antonio

City of Farmers Branch
City of Fayetteville, AR

Collin County Community College District
Dallas County Community College District

City of Fort Smith, AR Dallas Housing Authority
City of Irving State of Arkansas

City of Lewisville State of Maryland

City of Las Cruces, NM State of Oklahoma

City of Mansfield State of Wyoming

# Grant Thornton LLP. Al rights resarved



Our proposal 1o continue serving the City of Dallas, T

Professional gualifications and memberships

e Member, American Institute of Certified Public Accountants

¢ Member, Texas State Board of Public Accountancy

o  Member, Government Finance Officers Association

Member, Government Finance Officers Association of Texas

Board member, Texas Tech University Accounting Advisory Board
Certified Public Accountant, licensed in Texas, California and New York
Past speaker and former Advisory Board Member, Southwest School of Governmental Finance
{T'exas Tech University)

o Member National Association of College and University Business Officers
e Member Texas Society of Cettified Public Accountants

® & o

¢ Formetly oversaw the Dallas office government/not-for-profit/higher education practice of an
interpational accounting frm

e  More than 24 years of experience serving government/not-for-profit/higher education
otganizations

s  Speaker and participant in the Annual AICPA government and Not-for-Profit Nattonal
Conferences

o Taught many government/not-for-profit/higher education training programs throughout the

COLI[ltI.’y

Eduecation
Ben received a Bachelors of Business Administration in Accounting from Texas Tech University.

Rusty Fale
Senior Manager

Rusty Hale is an audit senior managet in the Dallas office of Grant Thornton with more than 10 years
of public accounting experience. Rusty has served many governmental entities including the City of
Dallas. Rusty’s background also includes numerous public and private debt offerings.

Selected governmental entitios served
City of Dallas City of Farmers Branch
City of Carrollton City of Lewisville

Professional gualifications and wremberships

e (Certified Public Accountant, licensed in Texas

e Mermber, American Institute of Certified Public Accountants

e  Adjunct professor, University of North Texas

e Member, Dallas Chamber of Commerce’s Young Professionals

Eduneation
Rusty received a Master and Bachelor of Science in Accounting from Oklahoma State University.

= Grant Thormon LLP. Al nights resarved.



Our proposal to continue serving the City of Dailas, 8

Andrea Cockrell
Manager, Audit

Andrea Cockrell is an audit manager in the Dallas office of Grant Thornton and is a CPA with

nine years of public accounting experience. Andrea has significant experience with audits of state and
local governments, including single audits. For the last six years, Andrea has served primarily
not-for-profit/higher education/government clients. Andrea spends approximately 90% of her
time on government/not-for-profits clients.

Selected governmental entities served

City of Dallas Texas Christian University

City of Coppell Abilene Chiristan University

City of Mesquite TML Intergovernmental Employee Benefits Pool
City of San Antonio

Professional qualifications and memberships

o Certified Public Accountant, licensed in Texas

e Member, American Institute of Certified Public Accountants
e Member, Texas Society of Certified Public Accountants

Education
Andrea received a Master of Science in Accounting and 2 Bachelor of Business Administration in
Accounting from Texas A&M University.

Fulva Bayolken
Manager, Audit

Fulya Bayolken is an audit manages in the Dallas Office of Grant Thornton. She has over 10 years of
audit and related experience, including extensive experience working on OMB Circular A~133 audits.
Fulya has wotked in the US and Asia; serving the government, sezvi::es, manufacturing, financial
services, not-for-profit, and hospitality industries.

Selected governmenial entilées served

City of Dallas

Dallas County Community College District
Collin County Commuaity College District

Professional qualifications and memberships
e Certified Public Accountant, licensed in Texas and Georgia
¢ Member, AICPA

Eduation

Fulya obtained a Bachelor of Business Administration from Middle East Technical University. She is
currently pursuing her Masters of Accounting and Financial Management degree from Devry
University.

# Grang Thornton LLP. Al rights roservad



Cur proposal to continue serving the City of Dallas., 9

Subconéractors
Our subcontractors will continue to work with our engagerment team as a key resource in all aspects of
the audit. Listed below are the subcontractors who will work with us on the City of Dallas engagement.

¢ Serna & Company P.C. o (Owens & Thutman P.C.
¢ Hopkins & Associates e Webb Watch Corporation
e Logan & Associates

Qur subcontractors will continue to work with us as an important resource in all aspects of our service
to the City. They will be primarily involved in the single audit and Employees’ Retirement Fund, but
will also have an important role in the financial statement audits of Aviation Revenue and Dallas Water
Ulittes.

The Partners (10-15%), Manager (20%6) and subcontractors (40%) will work on your audit on a
part-time basis. The seniors and staff will work on your engagement on a full-time basis throughout
the coutse of feldwork.

Dan Serna, Serna & Company P.C.

The firm has previously performed on contracts with the U.S. Environmental Protection Agency, the
Smmall Business Administration, the U.S. Department of Labot, and the Internal Revenue Service.
Currently, the firm performs on contracts with the U.S. Department of Energy and DOE — Strategic
Petrolenm Reserve. In recent years, the firm has expanded its services to include local governments,
including Dallas County, DCCCD, and DFW Airport PFIC.

Reginald Hopkins, Hopkins & Associates

Texas firm with expertise in government, not-for-profit and financial audits. They provide “above
quality” services to their clients that are geared to setve their needs presently, as well as in the future.
The Firm has served an atray of government clients, including the City of Dallas, DART, DISD, Dallas
County, and Dallas Housing Authority.

3
]

Thaland Logan, Logan & Associates

The Firm has-expertise in performing government andits, including single audits. Thaland has worked
on the City of Dallas and North Texas Tollway Authority.

Diccy Thurman, Owens & Thurman P.C.

Provides accounting, audit, tax and consulting services to government and not-for-profit entities. They
use a constructive approach in auditing, with an emphasis on achieving audit efficiency. The Firm has
served many government clients, including the City of Dallas, DART, and DFW Airport.

Calvin Webb, Webb Watch Corporation

Calvin has over 25 years of experience, including many of those years spent serving governmental
entities while in public accounting with an international firm. Calvin currently specializes in the use of
computer data acquisition and analysis primarily for governmental entities, and has served many local
governments including but not limited to the Cities of Dallas, Ft. Worth, Mesquite, Richardson,
Atlington, Southlake, Oklahoma City, Hurst, and DCCCD, CCCCD, and Brazos River Authority.

<3 Grant Tharnton LLP. Al rights resorved



Our preposal to centinue serving the Cily of Dallas. 10

Epgagement team gualifications and continuity

Bach member of Grant Thornton's audit staff holds a college degree with a concentration in
accounting. Most of our entry-level staff graduated with honots and have a master’s or other advanced
degrees. The majority of our new staff have graduated from Texas Tech University, Texas A&M
University, Southern Methodist University, University of North Texas, and the University of Texas.
Each has passed all or part of the Certified Public Accountant Examination. Staff membess each
receive a minimum of 40 hours per year in continuing education, with at least 24 hours every two yeats
in governmental accounting and auditing. All audit staff assigned to the City of Dallas’ audit and all of
our subcontractors will meet the continuing professional education requirements for governmental
accounting and auditng.

We have several strategies to educate our staff and our subcontractors in the specialized issues of
government and not-for-profit organizations:

e National teleconferences. The firm holds conferences, at least quarterly, dealing exclusively with
government and not-fot-profit business and technical issues.

e Local training. Each Grant Thornton office conducts in-house training programs at various
times during the year, including vardous government and not-for-profit topics.

e Seminars. Our professionals are encouraged to attend programs of industry and trade groups
focused on government and not-for-profit matters. This participation helps to broaden their
business understanding of the larger issues impacting your organization.

o Board involvement. Qur staff is encouraged to enhance their professional and personal
development through involvement in not-for-profit boards and vadous government and
not-for-profit boards and vatious government and not-for-profit trade groups.

Stal? turmover

Nationally, our seaff voluntary turnover rate dropped steadily over the past three years. We keep our
talent through a wide variety of human resoutce programs such as a formal coaching and mentoring
program, extensive training, a focus on work/life balance, and a competitive compensation program.

We have served you for the past three years with minimal rurnover, particularly at the manager and
senior levels. While we anticipate that our personnel will progress to higher levels of responsibility in
their professional careers, we will make every effort to maintain continuity. If we do experience
turnover, the partner and manager will increase their involvement to the extent necessary to ensure that
work is completed with as minimum disruption as possible. While no firm can guarantee 100 percent
continuity of staff, we expect that our approach to hiring and staffing recurring engagements will result
in better continuity. We consider it our responsibility to mitigate any transitional issues that adse from
turnover, and agree to give the City the right to approve or deny any changes in assigned personnel.

2 Grant Thornton LLP, Al rights reservid



Qur proposzal to continue serving the City of Dallas. #H

Training and continuing education

For our clients and our firm to fully realize the benefits of a business-oriented audit approach, we staff
our engagements with professionals who have appropriate industry backgrounds, experience and
technical skills, while providing opportunities for personal growth. Formalized programs of continuing
education ate required by the AICPA, state boards of accountancy and the U.S. General Accounting
Office. Grant Thornton’s national and local office continuing education programs are designed to
comply with those requirements.

Continuing education programs are designed to improve our ability to serve our clients’ needs.
However, to be fully effective, these programs are supplemented by on-the-job training and
self-directed study. Additionally, staff members are encoutaged to consider additional outside training,
such as technical seminars or programs sponsored by professional societies or universities, to enhance
their skills and obtain information concerning changes to accounting standards and procedures.

& Grant Thornton LLP. Al rights reserved
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Audit Approach

12

Qur audit approach encourages us to leverage your internal resources to minimize andit costs and
maximize efficiencies. The coordination of our rsk-based, top-down approach and assessment of both
quantitative and qualitative materiality factors will result in a customized audit plan for the City.

Our audit methodology is driven by a five-step approach that is designed to focus on the cdtical and
significant aspects of the City’s financial operations. ’

Our five-step approach

“Phasel

Phase It

Phase I!I

We obtain an’
: undersiandlng of
- your: operations;:;
‘zonirol enwronment
“decounting and
__fmancaal reportmg:'

. Tégeiher,’ we agree
-ori‘a timetable for
__serwce delivery.:

We use our

understanding of
your City to identify
financia! statement
risks.

We customize our
audit approach to
facus our efforts on

1 the financial

statement risks wa

| identify.

TWe évaluate’’
whether YOur:

aud:t tests

© design appfopnate .

Phase W

We use the
software tool IDEA
to perform
electronic testing
and analyze your
financial data files.

Using IDEA, our
teams theroughly
and quickly
execute tests
where rmost
effective.

Benefits 1o you

: -Smooth transmon
i“and‘an agreed-::
< upon timetabl
_-Saves time
-_-Lessens staff
- burden:ii :
" sOn-time serwce i
-Opportunlty io
review and.. 3
. address cnncems :
«No surprisesi: 7

+«Customized audit
focused on risks

|ssues identified
early in the process

» Extent of audit effort
commensurate with
the level of risk —
resulting in a more
effective audit

= Audit team with a
deeper
understanding of
your City to provide
recommendzations.
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:» Advice and:: :
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“firm with'a reputation .+
. for high-quality audits. . -
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Audilt planning

The audit plan provides an overall framework for the performance of our audit procedures. This
document broadly states our objectives and is revised pedodically throughout the audit as a direct result
of our ongoing evaluation of the tests performed. As each phase of the audit is completed, the
objectives and procedures of the succeeding phase are refined based upon professional judgment and
sampling techniques.

Each year as part of our audit planning process, we will meet with key financial and executive personnel
of the City, as well as the City Auditor and his key staff, and your Budget, Finance & Audit Committee
to review your strategic goals, objectives, business plan and risk areas. These sessions accomplish
several objectives:

¢  Obtain/update our understanding of the key strengths and weaknesses of the City and your cutrent
systems and processes

¢  Enhance communication and a common understanding of issues
¢ Refine the timeline and audit plan to ensure that key objectives are met efficiently
e Delfine specific risk areas and concerns for the City

o Leverage intetnal resources to minimize audit costs and maximize efficiencies

During the planning phase, we will increase our level of familiarization with your otganizational and
reporting structure, your key business processes, and audit risks to heighten the efficiency of the audit.
This familiadzation will be accomplished by completing the following tasks:

Develop an overall strategy for the conduct and scope of our procedures Partner!Manager

:"Deterrnme whether the. control envsronment is suchthat.it is Ilkely to prowde reasoneble"-
: assuraﬂce that |nternal accountmg control objecnves will be achreved

Consider technical accountlng or audrt issues coming to our attention 1hat may affect
__the engagement Partner/Manager

Datermine the nature llmlng and extent of audztmg procedu_res that are consudered
- necessary to formulate a professmna! opmlon on complianc with appl:cable
- requirements’. i

Coordinate wrth the Clty and others as appfopr|a£e to develop an audrt p%an to

efficiently meet cogrizant agency requirements and comply with professronal standards
"Develop ana[ylzcal procedures to test the reasonableness of reiatlonsh: s betwaen G ;-:

acgount balances i :

Develop a samplmg plan to ensure adequa%e coverage for ail 5|gn|f|cant accountmg

YOS e s N .

Perform selec ion and analysis i cted areas rim IR -

_payrolin:md d|st§ﬁrgzgzl;§?)— goa fgea:ﬁ?y“;gtenhal excepst’lsonsn sele te. (p I anly ST ”-.ManagerlSemor o

Review compliance audits prepared by other auditors, if any, in accordance wnh OMB

Circular A-133 and other Single Audit requirements regarding reguirements not covered Manager/Senior
by our audit

o artnerlManager'

Paenger

Par%ner.’Manager

3 Semor!Staff e

PartnerlManager

Audit execution and testing

Our primary responsibility as your auditors is to provide the City with a high-quality, cost-effective
audit. To accomplish this, we have committed and coordinated an experienced and dedicated service
team that will communicate frequently with your management group, and will use our firm’s advanced
technology.

& Grant Thornton LLP. Allnights resorved
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Outr approach is based on a risk assessment odentation. Long before any detailed procedures are
performed, we spend considerable time evaluating the overall envitonment in which the City operates
as well as the internal control structure. In making an overall risk assessment, we consider such factors
as the historical accuracy of internal financial repotting, industry trends, management turnover, the
soundness of the City’s financial condition, the emphasis placed by management on a positive control
environment, and the overall design of the accounting system.

Using our risk-based audit approach allows us to focus audit efforts on those financial statement
assertions that have the potential for the greatest risk of material misstatement. Based upon our
knowledge of the City and experience with other governmental entities, we expect to petform a
combination of substantive tests of details and analytical procedures, such as:

e confinmations o cut-off tests

e sampling o trend analysis

» examination of high value and/or unusual ¢ predictive tests
iterns

e reasonableness tests

Our audit procedutes will be tailoted to those that are best suited for the City. This efficient approach
means that we do not waste yout time or our time on less important areas.

Reporting

Following the completion of the audit of the fiscal year’s financial statements, we will issue the
following repotts as applicable:

1. A report on the fair presentation of the City’s financial statements including Aviation, DWU,
DDDA and City Place TIF’s in conformity with generally accepted accounting principles.

2. A repott on compliance and internal control over compliance applicable to the entity as well as
each major federal and state program, as required by OMB Circular A-133 and the State of Texas
Single Audit Circular.

4

3. Agreed-upon procedures report for TCEQ.

4.  An internal control deficiency letter (formerly management letter) identifying control deficiencies,
areas for improvement, and other business implication matters, if applicable.

As required under Statement of Auditing Standards No. 115 “Communicating Internal Control Related
Matters Identified in an Audit,” we will communicate to you and the Audit Committee in wrting, any
significant deficiencies or material weaknesses identified during the course of the audit. This is a
change from the previous requirements of communicating reportable conditions and material
weaknesses and will be mote comprehensive than in the past. Additionally, matters that may have
historically been presented in a management letter related to internal control over financial repotting
will be requited to be evaluated under the new requirements and included in an internal control letter if
deemed to be a control deficiency. We will continue to issue 2 management advisory letter that will
primarily relate to business improvement opportunities.

# Grant Thernton LLP. All rights rescrved,
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Extent of use of EDP software in the engagement

Our leading-edge electronic andit tools improve performance and efficiency by providing the most
comprehensive and efficient assessment of your business operations. The depth of technological
resources available to your Grant Thornton audit team is second to none. We lead the industry in
incorporating innovative computer applications into our procedures, enhancing our level of service and
reducing your internal and external costs. Our audit approach is automated to reduce impact on client
operations. Each tool not only reduces the risk of human error but also provides cost efficiencies by
allowing professionals to spend their time adding value.

Some tools used throughout the engagement include:

o VOYAGER is our proprietary papetless electronic audit program. Voyages, will be specifically
tailored to the City of Dallas to produce an audit program based on our assessments of financial
statement and control risks for significant transaction cycles and assertions, which ensures that the
audit is thorough and well balanced in relation to the high and low risk areas. The planning process
begins with a master template for companies that are customized to your operation. The audit
program is fully electronic and we will petform, with your assistance, a thoroughly documented
paperless audit.

o IDEAis a powerful internal audit software that allows us to access your computer files in a
machine-readable format, facilitates review of entire data files and/or records and performs
calculations and other functions. These functions include analyzing data files, extracting desired
information and printing repotts in a format that we specify.

o GEL (Grant Electronic Library) is a unique on-line research tool that enables us to access and
study in-depth informational databases containing current audit and assurance and tax rulings,
bulletins and guidelines as set forth by the ATCPA, GASB, FASB, GAO and SEC.

e 'TBEAM is a software product that automates many of the clerical tasks associated with the audit,

including tracking audit adjustments.

.

A distiriguishing factor in our audit approach is the use of computer data acquisition analysis. This
analysis looks at 100% of your data in the areas of payroll, disbursements, vendor and human resource
files and identifies potential matters that may require further investigation. Results of this analysis have
identified items such as bid splitting and nepotism but also opportunities to improve efficiencies in the
disbursement process.

Type and extent of analytical procedurss ¢o be used in the engagement

Analytical procedures include a variety of procedures designed to evaluate financial information by the
study of plausible relationships among both financial and non-financial data, including the use of the
City’s budget and expenditute reports. Such procedures are used for various purposes, some of which
include:

e Assistance in planning the nature, timing and extent of other anditing procedures;

o As a substantive test to obtain evidential matter about particular assertions related to account
balances or classes of transactions; and

o As an overall review of the financial information in the final review stage of the audit.

= Grant Thorpton LLER, Al nights rasoerved
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Auditing standards generally accepted in the U.S. require that analytical procedures be applied in all
audits, specifically in planning and in the overall review stage. Grant Thoraton’s Guide to Audit
Objectives and Procedures considers these requirements and specifically requires appropriate analytical
procedures at varous stages during the audit.

Our auditing approach also includes the use of analytical procedures as a substantive test in conjunction
with other audit procedures to obtain sufficient competent evidential matter. Some types of analytical
procedures to be used in the conduct of the City’s audit are trend analysis, ratio analysis, reasonableness
test and varance analysis.

Analytical procedures generally enhance audit efficiency by reducing tests of transactions and balances.
By focusing on the basic relationships undetlying financial and operating data, analytical procedures can
be performed relatively quickly to direct attention to areas requiring further attention or to reduce the
need for time consuming and costly tests of details.

Proposed scheduls
We are committed to meeting all required reporting dates as specified in your request for proposal.
Our audit activities will be planned and administered according to the City of Dallas’ desires. We will
assure final completion of our procedures and the related reports thereon as you requested. This
timetable will be fine-tuned as required during our preliminary fieldwork to assure proper coordination
of the audit team's activities with the planned activities of the City of Dallas’ staff. Coordination of our
schedule allows for completion of the engagement in an efficient and timely manner and assures

_ maxitum utilization of the audit team and miniroum disruption of your ongoing activities.

Key dates for performance of audit work and audit reports for 2010 and 2011 are as follows:

Fiscal year end September 30

Prehmmary plannmg meetmgs and audlt pian developmen X PBC ' '(.5.c.t:ot;6i' P

listing provided to the Gity. SRR " AR T

City prepares all reqmred PBC s and prehmmary drafts of ﬁnanma[ December/January

statements. i
_Audltors begm year—end work._ : i e . February -

All fieldwork wili be completed. Flnai weekly status meetmglexﬂ

conference to discuss results of fieldwork, provide final comments on Mid April

financial statement drafts and to revsew svgmf‘ icant flndmgs

Draft reports prowded to C|ty N _j I S Mid Aprl

Report results of audit to City and issue reports April 30

If the City has the capability to do so, we would certainly work to accelerate these dates by
approximately one month in 2011,

We will conduct status meetings at the agreed-upon frequency determined by both the City of Dallas
and Grant Thornton personnel. These meetings will include the engagement partaer, manager and
senior.

5 Grant Thornton LLE. All nights reserved
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identification of anticipated potontial audit problems

Based on our current knowledge of the City of Dallas, we are not aware of any potential audit problems
at this time. As part of our audit approach, we continue to encourage upfront planning and
coordipation with management, as well as weekly status meetings throughout the course of the
engagement and other special meetings with City management, as necessary.

Although we don’t anticipate any audit problems, we thought it important to reiterate that there are a
number of Governmental Accounting Standards Board Statements that may be applicable to the City
duting the course of this engagement period. Those statements are as follows:

o GASB Statement No. 51: <luonnting and Financial Reporting for Intangible Assets
(Effective Fiscal Year 2010)

o GASB Statement No. 53: Acwunting and Financial Reporting for Derivative Instruments
Effective FY 2010)

o GASB Statement No. 54: Fund Balance Reporting and Governmental Fund Type Definitions
{Effecdve FY 2011)

As always, we will be happy to assist the City in understanding the implications of these statements, s
well as others issued that won’t be implemented during the course of the audit engagement, to the
City’s financial reporting process and implementation for the current year.

From a single audit standpoint, during the course of the engagement period, the City will receive
funding under the American Recovery and Reinvestment Act of 2009. As a result, single audic
requirements have become more stringent as it relates to this funding and separate processes have to be
put in place to monitor the spending of these funds.

A methodical audit approach that resulés in a report delivery without last minute
“fire drills”

The hallmarks to our approach include professionals who have a core competency well above the
norm, are diverse and are dedicated solely to handling the increasing complexities invalved in benefit
plans.

o  Regular status meetings or updates are held to ensure there are no surprises.

e We listen to our clients needs and plan accordingly.

o We udlize leading-edge electronic audit tools to provide the most comprehensive and efficient
assessment of the City’s plan operations and compliance.

o We have developed specialized risk based audit procedures that address the unique nature of
benefit plans.

2 Grant Thernton LLP. All dghts resorvad
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Value for Fees

lmultaneous audit of the CAFR and
Schedute of Grant Acilwty (Smgie Audlt)

Audit of the Employee * Retir

Audit review of the Citys offictat statement
in conjunction with its initial annual bond 1600
offermgs

7,000 $982,000 $882,000 $882,000

Csdssoo | sasoo0 | saso00
$9,500 $9,500

- Verificationof arithmetical computatlon of e
;adequacy of escrowed securities. ard-

“interest for: DWU Bond refundmg an
: mfrequent ccmfort Ietter(s)

All inclusive i 500 Sk "$1.Q4er\ﬁ s

* For subscquent debt offerings, the fee will be $5,000 per issue,

As previously discussed we agree to reduce our fees for 2010 by $100,000 from 2009 and to hold 2011
flat, and commit to no change orders.

All work will be performed and completed within the timeframe stipulated by you, subject to the
standard level of cooperation from client personnel. The fees shown are based on the understanding
that your accounting staff will: (1) prepare account analyses; (2) provide key subsidiary ledger
information in an appropriate electronic format as requested; (3) ensure the books and records have
been maintained accurately; (4) prepate financial statements and other reports, including related
footnotes without significant adjustments; and (5) have adequate procedures and controls in place to
propetly-account for and report all significant areas in accordance with generally accepted accounting
principles. Additionally, these fees assume no significant changes in your operations or changes in
professional requirements that would result in additional effort, and therefore, cost. Should
circumstances atise which require us to perform work beyond what is presently contemplated, we
would discuss the nature of that work and the related fees with you before performing the additional
wotk.

Our fees are based upon the experdence level of our engagement team as well as the hours we estimate
that we will spend on this engagement. Our objective is to provide outstanding chient service ata
reasonable fee, and to perform a quality audit, while generating significant value in the form of
meaningful business advice.

We believe that our fee estimate is mutually beneficial based upon our understanding of the work to be

performed and on past experience. However, if it is inconsistent with your expectations, we would
appreciate the opportunity to discuss it further.

i Grant Thornton LLP. Al rights reserved
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Throughout the term of this contract, we agree to continue to provide
16 houts of continuing professional education credits to all City staff that
are interested in atteading,

We will maintain fees at a reasonable lavel
Each year, we will meet with you to discuss your current business status and growth in or changes to
your operations and come together to a mutually agreeable fee. A significant change in the size or
operations of the City, substantial process changes such as information systems convetsions ot changes
in accounting or reporting standards could result in additional audit effort. As such events oceur, the
fees would be adjusted by a mutually agreed-upon amount and in advance of incurring any additional
fees. Similar to the past three years, we would plan to absorb any additional effort, assuming not real
significant.

The level of effort and costs assoclated with issuing any additional reports (ie. TIFS and others not
currently audited) will be discussed and agreed-upon by both parties (City of Dallas and Grant
Thornton) before work begins.

At Grant Thosnton, we practice a policy of “no surprises.” If you decide to engage our firm for other
services, we will estimate the cost of additional services in advance and will quote our estimates in
writing and obtain your concurrence, before moving forward.

“r3rant Trormton LLP. AN nights sescrved
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Appendix A — The Grant Thornton Difference

We have served the City for three years and we understand your business

Tt has been a pleasure serving the City over the last three years. We have built a long-lasting
relationship with the City team. We have gained a deeper understanding of your activities and
operations which has yielded greater insight into the City’s financial statements and business operations.
We understand intimately the issues the City faces. We hope to continue serving the City and offer you
the confidence in knowing that you have a committed, experienced, and specialized ream on your side.

We have an integrated audit approach

At Grant Thormton, our audit approach blends our government audit, and technology expertise with
automated audit tools to provide an objective and thorough audit. As part of our overall service
delivery strategy, we are committed to significant partner and manager involvement throughout the
audit process. This approach helps our staff remain focused, minimizes errors and promotes adherence
to agreed-upon delivery imes — resulting in “no surprises.”

We offer highly responsive and timely service

At Grant Thornton, we take pride in delivering attentive service that brings high levels of satisfaction
to our clients. Our skills have been developed wotking many government organizations in the state.
The experience we have developed in working with these institutions will be shared with the City as
well, offering you the benefit of the industry best practices that we have incorporated into our
methodologies. At Grant Thornton, you will have access to out Senior Partners throughout the year,
not just during the course of the audit. Inquiries and concerns will be addressed immediately, because
your management team will work directly with our partners and managers to receive timely and
responsive service.

We are committed to the government and not-for-profit sector

Grant Thornton has extensive experience serving Texas governmental and not-for-profit entities and
others receiving federal financial assistance. Qur firm provides the following services to units of
government and not-for-profits:

e  Financial and compliance audits

¢ Design and implementation of accounting and reporting systems
®  Prepamation of rate studies

e  Assistance with preparation of indirect cost rate proposals

o Preparation of computer cost rate studies

o Caleulation of athitrage vebate amounts and escrow verifications
e Preparation of cost studies for specialized service facilities,

o Design, analysis and implementation assistance with comprehensive information processing
systems

e Technology transfer control issues

& Grant Thornton LLE. Al rights reservad



Cur proposal to continue serving the City of Dallas. 21

Grant Thornton has been among the profession's pioneers in developing programs, planning, and
budgeting systems for governmental and not-for-profit entities. We have assisted clients in developing
public sector planning techniques, performance measures, evaluation criteda, and financial management
systems. We have served as a contractor for virtually every department in the federal government,
directly and/or indirectly through grant programs. Additionally, we have served as consultants and/or
auditors to numerous state and local governments.

This broad range of experience means that we are familiar with the challenges that entities such as the
City face. We are prepared to be more than just auditors — we will assist you with identifying
problems and developing alternative solutions.

We provide value that surpasses fees

The cornerstone of our service approach is value. Qur professionals provide constructive, value-added
business advice, not just tax recarn and financial statement preparation. The internal control letters we
issue are designed to give insightful recommendations on ways to improve controls and procedures. In
addition, we often issue management letters to senior management and the audit committee that
provide observations and recommendations relating to current trends, best practices, revenue
generating activities, tax matters, and other operational issues.

We understand that the City deserves excellence in service delivery and we are committed to continuing
to provide you with the skill you require and the attention you deserve.

The Grant Thornton experience for our clienis
We are excited about the opportunity to continue working with the City and to build on the
relationship already established. We are convinced that Grant Thoraton continues to be the right fit to
fulfill your needs. The Grant Thornton Experience for our clients is exemplified by several hallmarks.
The people of Grant Thornton live our guiding principles by demonstrating respect for clients and their
stakeholders, performing with integrity and professional excellence, and leading within the firm and the
community. This means that:

3

o  Our clients enjoy easy access to our senior partners and other personael and to the resources of
our membiet firms around the world

e  Qur service teams communicate effectively with clients and provide useful ideas and
recommendations to help them achieve their objectives

o We anticipate client needs and respond to requests more quickly than our competitors
e We work to maintain continuity of team service

o We know each client’s business and industry, and provide value to our clients

o We deliver quality services on time, without surprises

e We have a passion for what we do, and it shows

We maintain high client service standards to ensure that every local partner-led team understands the
issues of their client’s business, and works hard to provide ideas and recommendations to make their
client’s business grow and thrive. And we measure our success. The Service Quality Measurement
process involves requesting feedback from our clients annually on our performance, analyzing the data
to uncover points of leverage for improvement, meeting with each client to discuss continuous

¢ Grant Thernton LLP. Al righis roserved
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improvement actions, then repeating the process the next year. This approach provides ongoing value
to each client, and results in high client satisfaction and loyalty.

There are many reasons why we believe selecting Grant Thornton continues to be the best decision the
City could make. Our integrated approach, the Grant Thornton Experience for our clients, and our
people all combine to make us the superior choice. Other firms may express a similar promiuse, but the
success with which we actually deliver the Grant Thornton Escperdence is how we really differentiate our
firm in the marketplace.

i Grant Thoraton LLP. All sights reserved
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Appendix B — Peer Review Report

External Quality Review

Grant Thotnton has a program of inter-office quality reviews performed by selected teams from other
offices and a program of external quality review. Grant Thoraton contracts with another national
accounting firm to perform a triennial external quality review according to AICPA guidelines to assure
compliance with professional standards. Findings of these reviews, which are based on the AICPA's
'most stringent requirements for firms participating in its SEC Practice Section, are incorporated into
our procedures so that our clients receive the highest quality professional services. Additionally, we are
pleased to report that we received an unqualified report as a result of our most recent peer review,
which included governmental engagements. The engagements performed by our office have been
reviewed by federal and state agencies and found to be acceptable. Our most recent peet review report,
which included a review of specific government engagements is included on the following pages.

“: Grant Thoernton LLP. All rinhits reserved
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Attachmant io tha Peer Review Report of Grant Thorrton, LLP
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o SEC s h..mlcun dasigned Lo ree, g requircuents of e Quulily Quntul Stancards
seiablighicil oy the AICPA.

s The wviceesd fem’s yusdidy cumes] poliees and peecsdares 1pph»..zb!' 1 nea-SEC myuss wore
beFig eonplisd with to peovide the o with reasenble sssnecs o7 conyglyivng wills Aelensiaml
standards.

A peermwm 45 nasad on sbrctive laste and fiacted & nssesaing wheeher the desize. of and coxplicnse
i+ the firm's system of gualiny contral for 3 apeorantine and auditing pract'ee zpplisable o won-8FC
1esLens provides the rm wezh reasonzalz, noc absoliie, assuaree of complyiug with protessional
standands, Conssqaently, a peer review cu e frus'y sysaem olyuulily conadl G oot Db od o, wmd
does nof, provide ussuranee with respeet o any mdisidel sngagoment conducted by the firm or that none
of the Sansicl statements eudited by the fire should be mstated.

The Carter’s Peor Review Committze (PR eetabhsbes and mainizins poar review standards. Atvemmlar
maestings wd (rough roport evaluation tesk forees, te PRC considers each peer review, evalurtss the
reviewes. 's compatence nud peefomie: and exnming s every ropurl, o tor of cnr enioand
ArcTianying eapnnee foam the teviawad e fhar earee 15 covrective aotion plan before te peer
revienw is finalized. The Center's smifplays a koy e in aversceing the poeformance o pear revicws
workiny coescly with the poer revies teams and 32 TROC.

Uree the PIC accepta the pesr review repars, letrers o7 comrments and veviewed fioms’ responses, Tiese
et Gre srainarned in e e pvatlaslz to the publie, T soeme situamions, the public hic alse veludes
a sigred iwde-taking by the f.on agreetug m specitic fol.ow up action requested by the PRI

Fiies Tt pedforn aodiss o piaw 1 aabatonidsd rebe ia 1be wuditof coe ur more SEC asucrs, sy delmed by
thi: Pubbis Compuny Acnovnring Greersigh? Board {l’f:AC'Hl ave reqnired to be eagistered will and bove
Thsir accounting and auditisg pracHce ap_h-ab & v SEC issuars Bigossted by the POAOB. Theazfine, we
did not review the firm’s accountimy and auciting prachod anpy jeakle t SEC tnaners

Planning fhe Review far the Fiumn's Accounting and Audiing Practice Appilicabla to
Noe-8EG Issuers

Lo plan the teview of Grant Thormen, LLP, w2 obizined 2n trderstanding of (1) the nanre and extert of
tha Fea's ascounting arad suditing praciize nid (23 the nla.,iy: efthe fires sypslou o qua By e
TFotent inoassess e ivherent wmil ponbrol Tk ey licif in il practioe Inherent Tsks were asseszed by
obtaining a wndersanding of the firm"s amutce, sach gy the indestrics of its clicals and othar factars of
vomplunly in sencny Whose clicns, and ac orenmatico ef the firm's personncl mto prachics units.
Cerirnl ricks ware sssessed by obtaining an vadersnding of the design of the fen’s symen of gunlicy
castenl; ehndie Bs sudit methodulony, wed ainilon o possedues. Asueratang cendrol sk iy G
process of cvabuating the effectiveness oo the raviewad riom s system af quality contral in preverting the
e fonrsuwe ui enggerents Qud Jo nut vemmphy wilh professtons? sluudands,

w1
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Performring the Roview far the Firm's Accounting and Auditing Fracfice Applcabic to
Non-SEC lssuery

Rt v st ussassmenl oF (12 eomhiner “avel of inberer snd aontral visvs, we identiad praenine 1'nits
and selected engagements within these wits 1o w87 fr complinnee with the s syatem of yalily
mantred, The eneapemaents seleeded for review meluced engagereals pertormed oudsr the Govezmment
Aud ling Standerdy, wudils porfrmed under TECTA, srali-othae audits zd andits of smpieyes barefit
planz. The ergageneats szlected “or teview redtammlad o epezs-seelon ol e Tim's wawoporting 1od
zudiding wractce with smphasiz on Bigaerrisk engagtménts, The sngagement riviews juzludec
examizzng working cuper (les enf ropors d fnlerdowir e engagoment penamnal.

Thre scope of the paer review nlso imeluded exernining selectsd adriivistrative and persommel flzs
dateemmnz compliames with the tiem™s policies and prosedures for the slements of quzligy sontrol
pectaining to independence, integrity and ehjoativity; personnel ranapcmens; ard accepiancs 2nd
sontinnance of <lisnts and eagugenuts. “u o vorsuding e 1eview, welrazsaizzd e wdogaey of
seape and conduasod a mcating with firee managa-eent fo e ss onr fndogs and reearamendations
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T the Parinors nf Sart Thoming 1EP i
the Tectes e Mbln Sempeny Sudit Fioms
Pece Raview Cammittzz

W Teeve reviewed e sistear oloonline contol fof the accetmibng ond suditing poctics of Gt
Tharrenm T8 (the " Fred®™) ppbossla o por 800 lestiers s oot fir the yoar soded By 37, 2008, red

e amead e rencrt tharsen dated Decevber &, 2008, The seviter Jess ribadd Dedow was sior coneidond
1 b o saafiont sigmvsieame 16 o ifoot the opition exmessed i the xepost, whivh shoald be roud fa
ceetjonction wArh fds e

Engagement Purformancs
Ceannpnt

The Flen's goality soatol policies snd provedies appeopsintely address the perfoomanse aud
dorumentation requirsnenm prrainiig p-asbnenicsticn with Suse cherged with govanaace,
mantgement sed othess duping the verfous gheacs of un wdEG Hurnever we conludol dat thee puliie

A prodedares are not sanstslenily applizd nososs the plackice, wh e noted severa] engagemenls whiere
aihie recpna 413 ot thinely perforn required commenicaions or fully Gosumient the conglusions redolied
ar {hem edvnemiaiented. Additlondly, audi weams frgmemly did tot mlzrviess corladn key sansgement
pursounel o ethem rogarding voer o fraud risk. In ail instanees the veviowors were satiafied lhuting Srm
brws Bulors: wppmopriaie sleps e xupperd ibs cambt opnions

Hocommendating

W reepmmend the Finn enbanwe coipplianee with oslating pobizies apd prosedures by providing
ndditonal wzining regerding sommonicston md mouiry snth managemaent and those chuped with
governance. The Firm should alse consider suganding mrogedures s sadit propeans, bettor desenbing
tha communioation pratocois ad docurcenision polisies,

{ 'urEment

The Firm*s svetan of qualite conreol raquims a critical revizw of the key aspects of e sudis by the entlie
CRpRERTACIIE fant with 3 Taous on Rey ismnse Whils wa ballove 1he Vine's audiy polivies aad procedieas
wre wotnd, wo noted ssveen] asding whers defiviencios rasuired Sou cogapement toams misnppiying e
Flros™s guidance o ths ebited profbssinen! stndacds. These defighennios ineluded the smissdon or
improper evalintins & the el af anditiog provedars oo wilgus sod dserest Bauis, ol iuttaeces,
e Bloo b takany sppooprinte sotiog U addiess e deficimcies poted.
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Uiz Porteers o Grun, Teosilon LER ard
the Uenier for Pablic Conpany Acadiz Firns
Pee Mo Coconties

Teeeonmiembadion

W' recoenrond the Fiem continne i recendy imelemerzed woaitarlg program, The mealcring
program includes robust 2resesses o avaliate partner ant other prafaesicnal performiance pr m
wwdivdnzl hasis. THs incledes odr-an-ore cormucications oh-c1rg the roneraquences of cot impmving
pe_fuemn gy, eresdng g Likaed veiup pla o tmprove perfommeance and mentismmy progroys agamst dat

par. W acliove $atsuch individaatized mamitoring will frprove neribrmance.
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Grant Thornton

This proposal is the worl of Grant Thornton LLP, the U.5. member firm of Grant Thornton International
Lid, and is in alf respects subject to negotiation, agreement and signing of specific contracts. The
information contained withia this document is intended only for the entity or person to which it is
addressed and contmins confidential and/or proprietary materdal. Dissemination to third-parties, copying or
use of this information is strictly prohibited without the prior written consent of Grant Thornron LLP.
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