Memorandum
CITY OF DALLAS
(Report No. A10-006)
DATE:

December 11, 2009

TO:

Honorable Mayor and Members of the City Council

SUBJECT:

Final Report – Follow-Up of Audit Recommendations, Office of Economic Development,
South Dallas Fair Park Trust Fund (October 1, 2006 to May 31, 2008)
The Office of Economic Development (ECO) has responded to recommendations resulting
from the Audit of the South Dallas Fair Park Trust Fund (SDFPTF). Attachment I provides
detailed information for the four recommendations included in this audit1 report.
The SDFPTF Loan Underwriting Guidelines were not revised to provide sufficient criteria
to help Trust Fund personnel evaluate an applicant’s ability to repay the loan and to
document the analysis that supports the loan approval. In addition, the Loan Delinquency
Management/Reserve Guidelines (Guidelines) are still not consistently followed. These
Guidelines are intended to ensure the SDFPTF makes sufficient collection efforts to
reduce the number of delinquent loans in its loan portfolio. During the audit period, June
1, 2008 through May 31, 2009, there were two delinquent loans where the SDFPTF was
still receiving reduced or sporadic payments. (Note: Since 1992, the SDFPTF has
authorized 43 loans totaling $1,076,739).
Summary of Follow-up Audit Results
Fiscal
Year
Audit
Report
Issued

Number of Report
Recommendations

Recommendations
Implemented

Recommendations
Partially
Implemented

Recommendations
Not Implemented

Did Not
Evaluate

2008

4

1

0

2

1*

The following prior year recommendation was not evaluated* because the Special
Collections Unit’s transition to Pay1 for SDFPTF transaction processing was not
completed during the audit period:


The Director of ECO work with the Office of Financial Services Special
Collections Unit to obtain the information it needs to properly monitor the
timeliness of deposits and accounting transactions.

1

This audit was conducted under the authority of the City Charter, Chapter IX, Section 3 and in accordance with the Fiscal Year
2009 Audit Plan approved by the City Council. The audit objective was to verify that management has taken corrective action(s),
the corrective action(s) are achieving the desired results, or management has assumed the risk of not taking corrective
action(s). This performance audit was conducted in accordance with generally accepted government auditing standards. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objective. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objective. We interviewed ECO department personnel, reviewed SDFPTF
policies and procedures, City Council Resolutions 06-1833 and 07-2962, grants, loans, and the associated documents, and
analyzed certain transactions.
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The evaluation of this recommendation will be considered for subsequent audits of the
SDFPTF.
Management has accepted the risks associated with not implementing two
recommendations. The City Auditor’s Office will not conduct any further follow-up on
three of the four recommendations, but will consider the risks in determining future audit
coverage as part of the annual audit plan.
Although there were no new
recommendations made, ECO management provided a written response to this followup audit (see Attachment II).
If you have any questions or need additional information, please contact me at 214-6703222 or Carol Smith, Assistant City Auditor, at 214-670-4517.
Sincerely,

Craig D. Kinton
City Auditor

Attachments

C: Mary K. Suhm, City Manager
A.C. Gonzalez, Assistant City Manager
Karl Zavitkovsky, Director – Office of Economic Development
Lee McKinney, Southern Dallas Assistant Director
Leo Hicks, Trust Fund Manager
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Audit Report
Audit of the South Dallas
Fair Park Trust Fund
(November 21, 2008)

Audit Issues
Underwriting Guidelines Do
Not Provide Sufficient Loan
Evaluation Criteria

Trust Fund Loan Delinquency
Management/Reserve
Guidelines Are Not
Consistently Followed

ATTACHMENT I
Audit Follow-Up Results

Audit Recommendations
Revise the loan underwriting
guidelines to provide sufficient criteria for
Trust Fund personnel to evaluate an
applicant’s ability to repay a loan and to
establish a basis or sound rationale for
the evaluation and ensure that the
evaluation is documented.

- Ensure that Trust Fund personnel
follow
the
Loan
Delinquency
Management/Reserve
Guidelines,
including routine follow-ups with the City
Attorney’s Office (CAO) to determine
when legal intervention has been
exhausted so that the accounting
records are properly updated to reflect
loan collectability.

Not Implemented.
Management
disagreed
with
this
recommendation. According to management,
Underwriting Guidelines for the Trust Fund were
established to create access to capital for
borrowers who will not qualify under
conventional guidelines, while giving the Trust
Fund a high probability of repayment.
The Loan Underwriting Guidelines in the
SDFPTF policies and procedures have not been
revised.
For example, the current Loan
Underwriting Guidelines do not include clear and
measurable criteria for consistent loan evaluation
and file documentation. According to the Trust
Fund Manager, he has revised certain loan
evaluation
procedures;
however,
these
procedures were not included in the loan
underwriting guidelines.
Further, these new
procedures were not evaluated because the
SDFPTF did not issue any new loans during the
audit period.
Not Implemented.
The Guidelines require SDFPTF personnel to:
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Call each borrower that was more than
10 days past due on a payment



Send a written request for payment
within 30 days of the first phone contact



Mail a certified letter requesting that the
loan be brought current within 15 days
from the date of the letter
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Audit Report

Audit Issues

Audit Recommendations

Audit Follow-Up Results


Document all collection activity in the
borrower’s file



After 60 days of delinquency with no
response and/or plan to bring the loan
current, notify the City Attorney (CAO)
and request that legal action be taken

According to SDFPTF personnel, these
procedures were not followed because the
borrowers have been in a delinquent status for
an extended period of time. (Note: The SDFPTF
works with the borrowers that are making
payments even if the payments are late or for
amounts that are less than the original monthly
loan payment).
However,
the
Loan
Delinquency
Management/Reserve Guidelines were not
updated to show that the SDFPTF personnel
could follow alternative collection procedures
when the borrowers are already delinquent.
The Guidelines also require the Trust Fund to
follow-up with the CAO quarterly to determine
the collection status of defaulted loans. The
Trust Fund Manager provided support that this
procedure was completed in only one of the four
quarters tested. Additionally, the Trust Fund
Manager did not include a delinquency follow-up
log (as stated in SDFPTF response to the prior
year audit recommendation) in either of the two
borrower’s files to document that the Trust Fund
monitored the collection status of the loans
monthly.
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Audit Report

Audit Issues

Audit Recommendations

Special Collections Unit Did
Not Deposit and Record the
Loan Payments Timely

- Work with the Office of Financial
Services Special Collections Unit to
obtain the information it needs to
properly monitor the timeliness of
deposits and accounting transactions.

Trust Fund Reimbursed
Grantees’ Expenditure
Requests Without Sufficient
Documentation and Analysis

- Improve the grantee reimbursement
process by requiring the grantees to
provide more detailed documentation to
support the reimbursement request. Also
ensure that Trust Fund personnel more
thoroughly
analyze
reimbursement
requests before the request are
approved.

Audit Follow-Up Results
* Did not Evaluate
The Special Collections Unit’s transition to Pay1
for SDFPTF transaction processing was not
completed during the audit period, June 1, 2008
to May 31, 2009.
As a result, this
recommendation was not evaluated. However, it
will be considered for evaluation in subsequent
audits.
Implemented
The grantee reimbursement process has
improved. The grantee reimbursement requests
are supported by detailed documentation and
reviewed by more than one person. Additional
process improvements can be made by
consistently filing relevant documents in each
grantee’s file.
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ATTACHMENT II
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