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Service Team & Relevant Experience 

Marc Sewell, CPA, Overall Engagement Partner

RSM US

• Role:  To lead and coordinate all audit activities and 
responsibilities.  Will serve as the main contact for the City.

Ashley Alejos, CPA, Engagement Manager

RSM US

• Role:  Ashley will manage the activities of the 
professional team members and assist in planning, 
developing, and executing the audit approach.  

Danielle Montes, CPA, In-Charge Auditor

RSM US

• Roles:  Danielle will be the primary fieldwork contact for 
the audit engagement and will be the in-charge over audit 
staff. 

Kevin Smith, CPA, Engagement Quality 
Reviewer

RSM US 

• Role:  Kevin will serve as the second 
independent partner.  He will review key audit 
areas and perform a technical review of the 
CAFR. 

Ernest R. Garza, CPA, Partner

Ernest R. Garza and Company, P.C. 
(Subcontractor at 40%)

• Role:  To perform various aspects of the 
financial and compliance audits under the 
supervision and review of RSM US.

Ernest R. Garza and Company, P.C.
(Subcontractor at 40%)

Audit Staff

RSM US

Audit Staff
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Summary Audit Results 

• Opinion on the Financial Statements: Unmodified; 
Also Referred to a as a “Clean Opinion”

• 7 Opinion Units

• Opinions on Federal Compliance Audits:  
Unmodified

• Airport Improvement Program 

• Promoting Safe and Stable Families 

• Opinions on State Compliance Audit:  Unmodified
• Auto Theft Prevention Grant 

• Promoting Safe and Stable Families

• Aquifer Storage and Recovery
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Summary Audit Results 

• Report on Compliance with Laws & Regulations – No Issues

• Report on Internal Control Over Financial Reporting –
– Material Weakness (MW) – a deficiency, or combination of deficiencies, in internal

control, such that there is a reasonable possibility that a material misstatement of the
City’s financial statements will not be prevented, detected or corrected on a timely
basis

– Significant Deficiency (SD) – a deficiency, or combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit the
attention of those charged with governance

– Control Deficiency (CD) - lesser in magnitude than a significant deficiency
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Type of Finding 2018 2017

Material Weakness(s) 0 1

Significant Deficiency 3 7

Control Deficiency 2 3
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Internal Control Comments 

Accounts Payable Cut-Off (SD) - During testing for proper recording of 
accounts payable, we found approximately $1,100,000 in over accrued 
accounts payable in the streets capital project fund related to 3 invoices. 

Utility Billing System (SD) - In December 2017 the City implemented and 
new utility billing system.  After the implementation, and throughout the fiscal 
year, the City noted various errors, which included the following: 

• Integration issues with general ledger 

• Certain customer accounts were not billed during the year 

• Certain other customer accounts were billed sporadically throughout the 
year

Loans Receivable (SD) - During testing of loans in progress receivable 
account we noted the City had not reconciled the subsidiary account to the 
general ledger.  Additionally, approximately $3,000,000 in errors related to 
either uncollectible loans or grants that were incorrectly recorded as loans 
receivable.  Approximately $2,000,000 of the correction is related to 
transactions from the previous year.  
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Internal control Comments 

Information Technology (IT) Access (CD)  - In the prior year, we 
noted several instances where improvements should be made related 
to access IT access controls. Based on our follow-up procedures 
performed, we noted some were still in progress. 

Based upon further discussion with management, we understand that 
this recommendation was adopted by the City in fiscal year 2019.

Compensated Absences (CD) - During testing of compensated 
absences we noted that the sick leave accrual was understated by 
approximately $2.1 million.  The City did not estimate this liability for a 
certain class of employee.  

Tax Receivables - During testing of property tax and HOT receivable 
we noted errors in the year-end accrual amount as follows –

• HOT receivable - $311,000

• Property tax receivable $178,000
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Federal & State Compliance Findings 

• Promoting Safe and Stable Families (1 

Finding) (repeat)

• Subrecipient Monitoring – Formalization of monitoring 
procedures

• Significant Deficiency / Noncompliance 

• Questioned Costs - $0
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Required Communications 

• Included in a separate letter to the Audit Committee.  A 
summary of the more significant communications are –

• Adoption of new accounting standard –
• GASB No. 75, Accounting and Financial Reporting for Postemployment 

Benefits Other Than Pension, this required the City to restate beginning 
net position. 

• GASB No. 89, Accounting for Interest Cost Incurred Before the End of a 
Construction Period, the City no longer capitalizes interest in its 
enterprise funds and business-type activities as a result of this adoption.

• Accounting Estimates –
• Fair Value of Investments

• Depreciable Live of Capital Assets

• Net Pension Liability & Total OPEB Liability 

• Closure and Post Closure Landfill Liability 

• General Liability, Health, and Worker’s Compensation Liabilities

• Allowance for Doubtful Accounts  
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Required Communications 

• Cont. 

• Disagreements with Management – None

• Significant Issues Discussed with Management –
• Actuarial assumptions for the FFRS net pension liability related 

to the attribution period of service costs related to the RETRO 
DROP Provision of the FFRS Plan.  Inflation rate is greater that 
our expected inflation rate for public pension plans. 

• Significant Difficulties Encountered in Performing the 
Audit - None
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Required Communications - Uncorrected Adjustments 

11

Beginning Fund

Balance/Net Expenditures/

Description Assets Liabilities Position Revenue Expenses

Government-wide financial statements—

governmental activities:

To record additional depreciation expense in the PY -$                -$                   (423,370)  $         -$                (423,370)  $       

Record PY effect of loan receivable write-off -                  (1,923,779)          (1,923,779)        

Projected net pension liability for change in assumptions -                  4,701,357         (4,362,368)          -                  338,990             

Total -$                4,701,357  $    (6,709,517)          -$                (2,008,159)  $    

Effect of current-year passed adjustments on net position 2,008,159            

Total (4,701,358)  $      

Streets Capital Projects Fund:

To correct special assessment revenue for -$                -$                   (30,681)  $            30,681  $       -$                   

prior-year misstatement

To record additional accounts payable -                  40,818              -                        -                  40,818               

Total -$                40,818  $          (30,681)                30,681  $       40,818  $           

Effect of current-year passed adjustments

on fund balance (10,137)                

Total (40,818)  $            

Util ity System Fund and Business Type Activities:

To record additional depreciation expense in the PY -$                -$                   (673,064)  $         -$                (673,064)  $       

Sick leave accrual for employees not eligible for retirement -                  506,565            (506,565)              -                  -                      

Total -$                506,565  $        (1,179,629)  $      -$                (673,064)  $       

Effect of current-year passed adjustments on net position 673,064               

Total (506,565)  $         

Aggregate Non-Major Funds

Record PY effect of loan receivable write-off -$                (1,923,779)  $      (1,923,779)  $    

Sick leave accrual for employees not eligible for retirement -                  279,710            (279,710)              -                  -                      

Total -$                279,710  $        (2,203,489)  $      -$                (1,923,779)  $    

Effect of current-year passed adjustments on fund balance 1,923,779            

Total (279,710)  $         

Effect—Increase (Decrease)
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Required Communications - Corrected Adjustments 

Beginning 

Deferred Expenditures/ Fund Balance/

Description Assets Liabilities Inflows Revenue Expenses Net Position Net Income

Corrected Misstatements

General Fund:

To record adjustments to ad valorem taxes 87,151  $             90,678  $             -$                      (177,829)  $         -$                      -$                      (177,829)  $         

Total General Fund 87,151  $             90,678  $             -$                      (177,829)  $         -$                      -$                      (177,829)  $         

Nonmajor Governmental Funds:

Write-off loans receivable (2,706,031)  $      2,706,031  $       (2,706,031)  $      

To record HOT taxes receivable (310,554)              -                        -                        310,554               -                        -                        310,554               

Total Nonmajor Funds (3,016,585)  $      -$                      -$                      310,554  $           2,706,031  $       -$                      (2,395,477)  $      

Streets Capital Projects Fund:

To remove accounts payable related to FY 19 -$                      (1,087,620)  $      -$                      -$                      (1,087,620)  $      -$                      1,087,620  $       

Total Streets Capital Projects Fund -$                      (1,087,620)  $      -$                      -$                      (1,087,620)  $      -$                      1,087,620  $       

Util ity Fund:

To remove accounts payable related to FY 19 -$                      (107,621)  $         -$                      -$                      (107,621)  $         -$                      107,621  $           

Total Util ity Fund -$                      (107,621)  $         -$                      -$                      (107,621)  $         -$                      107,621  $           

Government Wide:

To record additional compensated absences -$                      1,270,324  $       -$                      -$                      1,270,324  $       -$                      (1,270,324)  $      

Write-off loans receivable (2,897,352)          -                        -                        -                        2,897,352            -                        (2,897,352)          

To reinstate disposed assets 208,950               -                        -                        149,144               (59,806)                208,950               

Total Util ity Fund (2,688,402)  $      1,270,324  $       -$                      149,144  $           4,107,870  $       -$                      (3,958,726)  $      

Increase (Decrease)

Net Position/Balance Sheet Statement of Activities
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This document contains general information, may be based on authorities that are subject to change, and is not a substitute for professional 

advice or services. This document does not constitute audit, tax, consulting, business, financial, investment, legal or other professional 

advice, and you should consult a qualified professional advisor before taking any action based on the information herein. RSM US LLP, its 

affiliates and related entities are not responsible for any loss resulting from or relating to reliance on this document by any person. 

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network of independent audit, tax and 

consulting firms. The member firms of RSM International collaborate to provide services to global clients, but are separate and distinct legal 

entities that cannot obligate each other. Each member firm is responsible only for its own acts and omissions, and not those of any other 

party. Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International. 

RSM® and the RSM logo are registered trademarks of RSM International Association. The power of being understood® is a registered

trademark of RSM US LLP. 
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Marc Sewell, Partner 
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