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City of Detroit, Michigan
Honorable Mayor Michael Duggan and
The Honorable City Council

INTRODUCTION TO THE REPORT

The management and staff of the Office of the Chief Financial Officer (OCFO) are pleased to 
submit the City of Detroit, Michigan’s (the “City”) Comprehensive Annual Financial Report (CAFR) for 
the fiscal year ended June 30, 2018 along with the Independent Auditor’s Report.  This report is prepared
for the purpose of disclosing the City’s financial condition to its residents, elected officials, and other 
interested parties.  

Management Responsibility. The OCFO prepares the City’s CAFR and is responsible for both 
the accuracy of the data and the completeness and fairness of the presentation, including all disclosures. 
We believe the data presented is accurate in all material aspects, that it is presented in a manner designed 
to fairly set forth the financial position and results of operations of the City’s primary government and 
component units for which it is financially accountable, and that the disclosures necessary to enable the 
reader to gain an understanding of the City’s financial affairs have been included.  

Adherence to Generally Accepted Accounting Principles (GAAP). GAAP requires that 
management provide a narrative introduction, overview, and analysis to accompany the basic financial 
statements in the form of Management’s Discussion and Analysis (MD&A).  This letter of transmittal is 
designed to complement the MD&A and should be read in conjunction with it.  The City’s MD&A can 
be found immediately following the report of the independent auditors.  

Independent Audit. All local units of government within the State of Michigan must comply with 
the Uniform Budgeting and Accounting Act, Public Act 2 of 1968, as amended, which requires an annual 
audit of the financial records and transactions of the City by independent certified public accountants. 
The City of Detroit, Michigan’s financial statements have been audited by Plante & Moran, PLLC, a firm 
of licensed certified public accountants. The goal of the independent audit was to provide reasonable 
assurance that the financial statements of the City for the fiscal year ended June 30, 2018 are free of 
material misstatement. The independent audit involved examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements; assessing the accounting principles used and 
significant estimates made by management; and evaluating the overall presentation of the financial 
statements. The independent auditor concluded, based upon the audit, that there was a reasonable basis 
for rendering an unmodified opinion that the City of Detroit, Michigan’s financial statements for the fiscal 
year ended June 30, 2018 are fairly presented in conformity with GAAP. The independent auditor's report 
is presented in the financial section of this report.

PROFILE OF THE GOVERNMENT

City of Detroit

The City is located in southeastern Michigan in Wayne County and has a land area of 
approximately 138 square miles.  According to the U.S. Census Bureau, the City is the center of the 
nation’s 14th largest metropolitan statistical area.  As of 2017, the City was the 23rd largest city, with an 
estimated census population of approximately 673,104.  The City is internationally known for its 
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automobile manufacturing and trade.  The southeastern border of the City lies on the Detroit River, an 
international waterway, which is linked by the St. Lawrence Seaway to seaports around the world. It is 
the busiest border crossing in North America, carrying a substantial share of international trade between 
the United States and Canada. A new international crossing, the “Gordie Howe International Bridge,” 
broke ground in October 2018 and is expected to contribute to the City’s economy. The Detroit Metro 
Airport is one of the nation’s major hubs. The City is the commercial capital of Michigan and a major 
economic and industrial center of the nation.  There are eight diverse industrial parks, and three Fortune 
500 companies have world headquarters within the City proper.

Historically, the City’s economy has been closely tied to the manufacturing sector, especially the
automotive industry.  The two major U.S. automobile companies, Ford Motor Company and General 
Motors, and FCA US LLC are principal employers and taxpayers in the Detroit metropolitan area.  The 
region has in the past consistently maintained a greater percentage of persons employed in the 
manufacturing sector of the economy than the nation as a whole, with a concentration that was 1.49 times 
larger than the nation in 2017. The persistently high concentration relative to the nation reflects the area’s 
dependence on the automotive industry. The current unemployment rate of the Detroit region is 4.3%, 
which is slightly lower than the state (4.4%), but higher than the national rate of 4.0%. The City of Detroit,
Michigan currently has an unemployment rate of 9.0%, which is twice that of the region and has typically 
been the trend for recent years. While the City’s economy is linked to automobile and automobile-related 
manufacturing, recent developments are allowing the City to be more diversified by increasing its 
activities in other manufacturing and logistics sectors, finance, technology, education, health care, trade, 
and tourism. The City is actively supporting small businesses and entrepreneurs and implementing a 
number of workforce development programs.

Below is a listing of the top 10 employers by company and by number of employees estimated 
to be employed full-time as of July 2017 within the City of Detroit (includes Detroit, Hamtramck, and 
Highland Park) and within southeast Michigan (includes Wayne, Oakland, Macomb, Washtenaw, and 
Livingston counties).  

Table 1 – Top Ten Employers
City of Detroit Southeast Michigan
Rock Ventures 16,617 Ford Motor Co. 48,000
City of Detroit, Michigan 9,066 General Motors Co. 37,713
Detroit Medical Center 9,014 University of Michigan 32,749
Henry Ford Health System 8,923 FCA US LLC 32,514
Illitch Companies 7,686 Beaumont Health 28,038
U.S. Government 6,361 U.S. Government 18,920
General Motors Co. 6,341 Henry Ford Health System 17,608
FCA US LLC 5,891 Rock Ventures 16,617
Detroit Public Schools
Community District

5,794 Trinity Health 14,676

Wayne State University 5,780 Ascension Michigan 11,893

The City is home to four major league sports teams, including the Detroit Tigers, Detroit Lions, 
Detroit Pistons, and Detroit Red Wings. The City’s new multi-purpose arena began hosting sports and 
entertainment events in 2017 and is located alongside several new commercial and residential 
developments. The arena is the new home to the Detroit Red Wings and the Detroit Pistons. The City is 
also home to a recently upgraded and expanded convention center, three casinos, and a growing number 
of attractive open spaces, hotels, restaurants, nightlife locations, and other amenities that provide residents 
and visitors with entertainment and recreational opportunities.
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Detroit is home to premier cultural, educational, and medical institutions. Cultural institutions 
and venues include the Detroit Institute of Arts, the Detroit Historical Museum, the Charles H. Wright 
Museum of African American History, the Detroit Symphony Orchestra, the Detroit Opera House, and 
the Fisher Theatre. Local universities and colleges include Wayne State University (one of Michigan’s 
three public research universities), the University of Detroit-Mercy, Marygrove College, and the College 
for Creative Studies. Hospital systems include the Detroit Medical Center (owned by Vanguard Health 
Systems), Henry Ford Health System, and St. John Providence Health System.

The City holds a rich cultural and creative tradition. It has given rise to prominent musical artists 
and genres, including Motown in the 1960s and Techno in the 1980s. Detroit’s skyline includes a unique 
blend of art deco and modern skyscrapers, and the City is home to many historically significant mansions 
and examples of Neo-Renaissance and Neo-Classical architecture. During the past two decades, the City 
has seen substantial revitalization of its historic structures and public spaces, including Belle Isle and the 
international riverfront. In recognition of the City’s design legacy and commitment to creative industries, 
Detroit was the first American city named a “City of Design” by UNESCO in 2015.

The City has the support of several philanthropic foundations. Foundations based in or with 
offices in the City include the Kresge Foundation; the Ralph C. Wilson, Jr. Foundation; the Ford 
Foundation; the Community Foundation for Southeast Michigan; the Skillman Foundation; the John S. 
and James L. Knight Foundation; the Hudson-Webber Foundation; and the McGregor Fund. Other 
foundations making significant commitments to and in the City include the Kellogg Foundation, William 
Davidson Foundation, Fred A. and Barbara M. Erb Family Foundation, Max M. and Marjorie S. Fisher 
Foundation, and the C.S. Mott Foundation.

Government Structure

Pursuant to the provisions of the Constitution of the State of Michigan (the “State”), the City of 
Detroit, Michigan is a home rule city with significant independent powers.  In accordance with the City 
Charter (the “Charter”), the governance of the City is organized in two branches: the Executive Branch, 
which is headed by the Mayor, and the Legislative Branch, which is composed of the City Council and 
its agencies.  The Mayor and the members of the City Council are elected every four years unless a special 
election is required, as provided for in the Charter.  

Executive Branch. The Mayor is the chief executive of the City and has control of and is 
accountable for the Executive Branch of City government. The Charter grants the Mayor broad 
managerial powers, including the authority to appoint all department directors and deputy directors.  The 
Charter also delegates the responsibility for the implementation of most programs, services, and activities 
solely to the Executive Branch. Throughout the term of Mayor Duggan’s administration, the Mayor and 
City Council have demonstrated historic levels of cooperation and collaboration. Mayor Duggan is 
focusing on improving the quality of life of Detroit residents, while assuring the long-term economic 
sustainability of the City. 

Legislative Branch. The City Council, composed of seven members elected by district and two 
members elected at large for four-year terms, is the City’s legislative body.  Agencies that aid the City 
Council in the performance of its duties are described below.

The Auditor General is appointed for a term of 10 years by a majority of City Council members 
and may be removed for cause by a two-thirds majority.  Any person who has held the position of Auditor 
General is not eligible for reappointment.  By Charter, the principal duty of the Auditor General is to 
audit the financial transactions of all City agencies.  However, since 1980, the City has retained 
independent accounting firms to perform that function.  As required by State law, audits are performed 
annually; they are only required every two years by the Charter.  The Auditor General may investigate 
the administration and operation of any City agency and prepares various reports, including an annual 
analysis for the City Council of the Mayor’s proposed budget.
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The Ombudsman is appointed for a term of ten years by a two-thirds majority of City Council 
members for the purpose of investigating any official act of any agency (except elected officers) that
aggrieves any person.

District Court. The 36th District Court is responsible for adjudicating certain legal matters that 
arise within the City, including state felony arraignments and preliminary examinations, state 
misdemeanor and City ordinance violations, civil litigation for claims of $25,000 or less, and 
landlord/tenant disputes.  The City is responsible for all funding of the 36th District Court in excess of 
fines collected by the Court, except for judicial salaries, which are funded by the State.

Other entities have been established by the City, in certain cases with the County of Wayne,
Michigan (the “County”), or by the State, principally for the purpose of providing capital financing 
(normally through the sale of bonds or through special tax levies) for various improvements, services, or 
major construction projects. 

Finance Department Restructuring and Improved Financial Management

  In 2014, the Home Rule City Act, Act 279, Public Acts of Michigan, 1909, as amended (Act 
279) was amended and required the establishment of a Chief Financial Officer (CFO) position in the City 
of Detroit, Michigan. The CFO is vested with authority over all financial and budget activities of the City. 
As a result, all finance, budget, procurement, property assessment, and grants management functions were 
restructured under a new centralized financial management organization called the Office of the Chief 
Financial Officer. The OCFO was created based on leading government practices and industry standards. 
All new positions (over 470 FTEs) were created, with new job requirements, new competitive salary 
schedules, new career paths, and a new performance evaluation system. All departmental financial 
functions are under the authority of the OCFO, which increases control over all City financial activities.

Long-term Financial Planning and Budgetary Control

The City’s budget process is informed by a comprehensive planning process that includes
departmental, procurement, grant, staffing, technology, capital and long-term financial planning. It also 
includes biannual consensus revenue estimating conferences that establish the revenue estimates for the 
budget, and an annually balanced four-year financial plan that includes the City’s adopted budget plus an 
additional three forecasted years. The consensus revenue estimating conferences are required pursuant to 
State law, and the voting principals include the City’s CFO, the State Treasurer (or designee), and a 
person affiliated with another public entity, including a state institution of higher education, with 
experience in economic forecasting and revenue projection selected by the CFO and State Treasurer. 

The Mayor submits to the City Council a proposed four-year financial plan that includes the 
annual budget for the next fiscal year, as well as projections for the three subsequent fiscal years. After 
public hearings, the City Council adopts the budget and four-year financial plan, with or without 
amendment. The Mayor can veto amendments made by the City Council, and City Council can then 
override the veto with a two-thirds majority vote. The City’s four-year financial plan cannot exceed 
revenues certified by the independent Revenue Estimating Conference. The CFO must certify the annual 
budget complies with the Uniform Budgeting and Accounting Act, 1968 PA 2 MCL 141.421 to 141.440a.  
The budget may be amended during the year, with the City Council’s approval. Budgetary appropriations 
are made at the department level. Through its four-year financial plan, the City ensures ongoing 
expenditures are supported by ongoing revenues.

The OCFO produces financial reports to improve reporting and increase transparency.  Reports 
are produced monthly and quarterly and are provided to the Mayor, City Council, and the Financial 
Review Commission (the “FRC”) and posted publicly.  The reports include:

Year-to-date budget amendments for the General Fund

Income tax collections data
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Grant information that indicates City leveraging of outside funds

Detailed cash position and forecast data

Supplier payments

Investment portfolio summary

Pension payments, including payments to the Retiree Protection Trust Fund

Debt service

Internal Control Structure

Management of the City is responsible to establish and maintain an internal control structure that 
ensures the assets of the government are protected from loss, theft, or misuse and that adequate accounting 
data are compiled to allow for preparation of financial statements in conformity with U.S. generally 
accepted accounting principles. The City adheres to the GASB (Governmental Accounting Standards 
Board) standards for financial reporting and internal accounting purposes. The internal control structure 
is designed to provide reasonable, but not absolute, assurance that these objectives are met. The concept 
of reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to 
be derived and (2) the valuation of costs and benefits requires estimates and judgments by management.

Financial Accomplishments

The financial management reforms described above have allowed the City to stabilize and 
strengthen its fiscal position and accomplish several key milestones, including:  

Three credit rating upgrades in less than three years.  

In April 2018, the City redeemed all outstanding principal and interest on its Financial Recovery 
Bonds, Series 2014C (the “C Notes”), which saved $11.7 million in interest expense. 

Income tax revenue has increased 22% over four years ($310.2 million in FY 2018 compared
to $253.8 million in FY 2014). 

Property Tax collection rate has increased to 82% in FY 2018 (compared to 69% in FY 2014). 

FY 2018 single audit of federal grant awards completed at the same time as CAFR (compared 
to five months after CAFR for FY 2014).  

o Third consecutive year of zero questioned costs of federal grant awards compared to $7.3
million in FY 2012 and $18.5 million in FY 2013. 

o Audit findings continue to remain lower than in past years. 

Transitioned the processing of City income tax returns and withholding to the State ofMichigan. 

o Taxpayers can now e-file and pay taxes electronically. 

o Substantially increased the number of new filers.  

o City’s local operations now focused on compliance and audit. 

Accomplished a substantial turnaround on paying City suppliers more timely. 

o Compared to FY 2017, in FY 2018 there has been an 85% reduction in backlogged 
invoices on hold waiting to be processed.

o As of September 2018, over 90% of suppliers are now paid via ACH instead of 
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checks (compared to 30% in January 2017).

Eliminated hundreds of unnecessary bank accounts and selected new banking partners for 
Citywide banking services. 

Conducted the first Citywide property reassessment in over 60 years, making assessed values 
more fair and equitable.

o State Tax Commission relinquished its control over the reassessment in August 2017. 

o The OCFO- Office of the Assessor implemented a technology- driven approach to
assessments. 

Pursuant to Act 279, implemented a program to post all contracts online within 30 days of award.

To meet its commitment to fund its legacy pension contributions that resume in FY 2024, the City 
developed and is implementing a funding strategy involving the establishment of the Retiree Protection 
Trust Fund (the “RPTF”). In August 2017, the City adopted an ordinance to establish the RPTF as an 
irrevocable IRC Section 115 trust exclusively for the purposes of receiving, maintaining, and investing
City funds for the benefit of the legacy pension plans. The ordinance also provides for the establishment 
of an investment advisory committee, which the CFO subsequently established by administrative order. 
The investment advisory committee is responsible for advising the CFO regarding the investment of 
RPTF assets.

Under its pension funding strategy, the City will contribute $335 million to the RPTF through the 
fiscal year ending June 30, 2023 to build up trust assets that will be used, along with interest earnings, 
to partially offset the City’s required annual contributions in the years that follow. This process allows 
the City to gradually build up its capacity to meet the annual required pension contributions from its 
General Fund budget. Each year, the City will continue revising its funding plan as new information 
becomes available in conjunction with the annual budget and planning process. As of the fiscal year 
ended June 30, 2018, $103.3 million was on deposit in the RPTF.

In February 2018, the OCFO established an Administrative Issuance System, which is the system 
for documenting, issuing, and implementing key policies, process flows, standard operating procedures, 
and detailed work instructions for all operations within the OCFO. Please visit
https://detroitmi.gov/departments/office-chief-financial-officer/administrative-issuance-system for a 
current listing of all policies.  

In June 2018, the City established the Forecasting and Economic Analysis division within the Office 
of Budget. The purpose of the new division is to provide information and tools to support planning and
decision-making across City government, with a focus on revenue and economic analysis and fiscal 
sustainability. 

Financial Review Commission

Public Act 181 of 2014 as amended (Act 181), established the Financial Review Commission as 
of the Effective Date (December 10, 2014) to monitor the City’s compliance with the Plan of Adjustment, 
as confirmed by the Bankruptcy Court on November 12, 2014, and to provide oversight of the City’s 
financial activities.

Act 181 provides for the oversight of the City for no less than 13 years. However, once the City 
meets certain criteria, the nature of the oversight is scaled back. On April 30, 2018, the FRC determined 
to grant the City a waiver of active oversight. The annual waiver extends through June 30, 2019. The 
FRC will continue to monitor the City and will review the waiver annually and, by July 1 of each year, 
will make a determination as to whether to renew the waiver for the subsequent year.  As a condition of 
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renewing the waiver, the FRC requires the City to submit monthly, quarterly, and annual reports related 
to the City’s financial condition, which include (but are not limited to) information related to the City’s 
ability to make payments on the City’s debt and pension obligations.  The City is providing these reports 
and is in compliance with the waiver resolution.  The City must also, by April 30 of each year, submit its 
adopted budget and four-year financial plan.

FACTORS AFFECTING ECONOMIC CONDITION

Improved City Services

The City has committed to a multi-year effort to improve City services that impact its citizens’ quality 
of life and that enhance sustainability. Services across all neighborhoods have drastically improved. 
Activities and accomplishments include:

75,000 constituent complaints resolved through new Improve Detroit app
50,000 prevented foreclosures of occupied homes under programs to assist families in need
65,000 new LED streetlights
8,000 summer jobs for Detroit youth
2,000 miles of neighborhood residential streets being swept three times a year after a seven-year 
absence
1,200 new units of affordable housing opened or in development
400 Project Green Light businesses with real-time camera connections to police headquarters 
helping to keep the City safe, up from 196 last year 
275 parks being fully maintained, up from only 25 in 2013, 40 of which are being completely 
remade 
120 new DDOT buses added to the fleet, nine new 24-hour routes, and six brand new bus lines
100 new small businesses (78% owned by entrepreneurs of color) opened, under construction or 
funded through Motor City Match
27 Recreation Centers open this past summer, including 16 new Summer Fun Centers in 
partnership with the Detroit Public Schools Community District
15 minute police priority 1 response time, down from nearly 30 minutes on average 
Eight minute emergency medical service response time, down from nearly 20 minutes on average

Blight Remediation

Blight remediation remains one of the City’s highest reinvestment priorities and is progressing at a 
strong pace.  The City is leveraging substantial federal grants, including $258.8 million in Hardest Hit 
Funds, alongside City funds to demolish dangerous structures and return the parcels to productive uses. 
Activities and accomplishments include:

110,000 vacant lots now being cut three to four times a year after being left overgrown for years
15,000 dangerous vacant houses demolished
10,000 abandoned blighted houses boarded up 
10,000 side lots sold to neighbors for $100, up from 7,000 last year
3,000 vacant homes being rehabbed and reoccupied under land bank programs

Economic Development Strategies and Implementation 

The City of Detroit, Michigan is tackling the geographic and strategic alignment of City assets 
to grow and diversify Detroit’s economy. Defined by a three-year vision, the City and its economic 
development arm, the Detroit Economic Growth Corporation, are working to secure 10,000 jobs and $3.4 
billion of investment and open 140 new small businesses Citywide by 2020. To achieve this goal, the 
City’s economic development strategic priorities are to: (1) attract and direct investment by showcasing 
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Detroit’s assets and building the case for investment, (2) lead land development efforts that unlock 
economic growth citywide, and (3) support small and large businesses to locate and grow in Detroit. 

Detroit provides a wide variety of critical incentive tools to attract businesses and developers: (1) 
tax incentives; (2) property tax abatements; (3) state grant and loan programs; (4) financing tools; (5) 
workforce programs; and (6) federal incentives. Detroit also offers a suite of incentive programs designed 
to help businesses thrive. The City has a talented workforce, innovative educational institutions, 
successful private/public partnerships attracting international attention, and affordable, unique real estate.

Detroit’s strength as a business location is evident through its successes. Since 2012, Detroit has 
seen almost $1 billion invested in automotive manufacturing at new and existing suppliers and $96 
million invested in over 14 full-service grocery stores. Downtown Detroit’s office vacancy rate has fallen 
12 percent in the past five years to 17.5 percent. Additionally, according to the 2014-2015 Annual 
Michigan Venture Capital Fund Research report, Detroit is becoming a new focal point of venture capital 
activity, with 24 firms receiving $186 million in investment. Over 52 percent of those are tech-related.
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Independent Auditor's Report

To the Honorable Mayor Michael E. Duggan and
the Honorable Members of the City Council

City of Detroit, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Detroit, Michigan (the "City") as of and for the year ended June 30, 2018 and the
related notes to the financial statements, which collectively comprise the City's basic financial statements, as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of the following discretely presented component units: Detroit Brownfield Redevelopment
Authority, Detroit Public Library, Detroit Transportation Corporation, Downtown Development Authority, Eastern
Market Corporation, Economic Development Corporation, Local Development Finance Authority, Museum of
African American History, Detroit Land Bank Authority, and Eight Mile/Woodward Corridor Improvement Authority,
which collectively represent 71 percent, 74 percent, and 79 percent of the assets, net position, and revenue,
respectively, of the discretely presented component units. We also did not audit the financial statements of the
following blended component units: Public Lighting Authority, which is a major enterprise fund with assets, net
position, and revenue of $220.0 million, $34.9 million, and $23.8 million, respectively, as well as the Detroit
Building Authority and Greater Detroit Resource Recovery Authority, which collectively represent 0.66 percent,
0.43 percent, and 1.53 percent of the assets, net position/fund balance, and revenue, respectively, of the
aggregate remaining fund information. Those financial statements were audited by other auditors whose report
has been furnished to us, and our opinion, insofar as it relates to the amounts included for aggregate discretely
presented component units and aggregate remaining fund information, is based solely on the report of the other
auditors. We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.  The
financial statements of the Retirement Systems, as well as the Greater Detroit Resource Recovery Authority and
Detroit Public Library, were not audited under Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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To the Honorable Mayor Michael E. Duggan and
the Honorable Members of the City Council

City of Detroit, Michigan

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City as of June 30, 2018 and the respective changes in its financial position and, where
applicable, cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Emphasis of Matter 

Water and Sewage Disposal Fund Special Item (Bifurcation Gain)

As described in Note 12 to the financial statements, effective January 1, 2016, the City of Detroit, Michigan
entered into lease agreements and related service agreements with the Great Lakes Water Authority (GLWA)
under which GLWA will operate the regional water and sewage system for the term of 40 years. The final
negotiations of the transaction during the year has resulted in the recognition of a special item (bifurcation gain) in
the statement of revenue, expenses, and changes in net position. Our opinion is not modified with respect to this
matter.

Other Matters

Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the other required supplementary information, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, which considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City's basic financial statements. The other supplementary information, as identified in the table of contents,
and introductory and statistical sections are presented for the purpose of additional analysis and are not a required
part of the basic financial statements.  

The other supplementary information, as listed in the table of contents, is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the other supplementary information is fairly
stated in all material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.
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To the Honorable Mayor Michael E. Duggan and
the Honorable Members of the City Council

City of Detroit, Michigan

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 14, 2018 on
our consideration of the City's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering
the City's internal control over financial reporting and compliance.

December 14, 2018
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(a) Reporting Entity 

Blended Component Units 

Detroit Building Authority (DBA)* 

Greater Detroit Resource Recovery Authority (GDRRA) 

Public Lighting Authority (PLA)* 

Discretely Presented Component Units  

Detroit Brownfield Redevelopment Authority (DBRA)* 
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Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

Independent Auditor's Report

To the Honorable Mayor Michael E. Duggan
and the Honorable Members of the City Council

City of Detroit, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of the City of Detroit, Michigan (the "City") as of and for the year ended June 30, 2018 and the related notes to the
financial statements, which collectively comprise the City's basic financial statements. We issued our report
thereon dated December 14, 2018, which contained unmodified opinions on the financial statements of the
governmental activities, the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information. Our audit was conducted for the purpose of forming
opinions on the financial statements that collectively comprise the basic financial statements. We have not
performed any procedures with respect to the audited financial statements subsequent to December 14, 2018.

We did not audit the financial statements of the following discretely presented component units: Detroit Brownfield
Redevelopment Authority, Detroit Public Library, Detroit Transportation Corporation, Downtown Development
Authority, Eastern Market Corporation, Economic Development Corporation, Local Development Finance
Authority, Museum of African American History, Detroit Land Bank Authority, and Eight Mile/Woodward Corridor
Improvement Authority, which collectively represent 71 percent, 74 percent, and 79 percent of the assets, net
position, and revenue, respectively, of the discretely presented component units. We also did not audit the
following blended component units: Public Lighting Authority, which is a major enterprise fund with assets, net
position, and revenue of $220.0 million, $34.9 million, and $23.8 million, respectively, as well as the Detroit
Building Authority and Greater Detroit Resource Recovery Authority, which collectively represent 0.66 percent,
0.43 percent, and 1.53 percent of the assets, net position/fund balance, and revenue, respectively, of the
aggregate remaining fund information. The above-mentioned financial statements were audited by other auditors,
whose report thereon has been furnished to us, and our opinion, insofar as it relates to the amounts included for 
the entities listed above, is based on the report of the other auditors.

The City's basic financial statements include the operations of the Detroit Transportation Corporation, Detroit
Housing Commission, Downtown Development Authority, Eastern Market Corporation, Economic Development
Corporation, Detroit Landbank Authority, Detroit Employment Solutions Corporation, Detroit Building Authority,
Public Lighting Authority, Detroit Brownfield Redevelopment Authority, Local Development Finance Authority, Eight
Mile/Woodward Corridor Improvement Authority, and Museum of African American History. The schedule
excludes those operations because they receive a separate financial statement audit and were subjected to a
single audit.
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To the Honorable Mayor Michael E. Duggan
and the Honorable Members of the City Council

City of Detroit, Michigan

The accompanying schedule of expenditures of federal awards is presented for the purpose of additional analysis,
as required by the Uniform Guidance, and is not a required part of the basic financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the basic financial statements as a whole.

December 14, 2018
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards

Independent Auditor's Report

To Management, the Honorable Mayor Michael E. Duggan,
and the Honorable Members of the City Council

City of Detroit, Michigan

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Detroit, Michigan (the "City") as of and for the year ended June 30, 2018 and the related
notes to the financial statements, which collectively comprise the City's basic financial statements, and have
issued our report thereon dated December 14, 2018.

Our report includes a reference to other auditors who audited the financial statements of the following discretely
presented component units: Detroit Brownfield Redevelopment Authority, Detroit Public Library, Detroit
Transportation Corporation, Downtown Development Authority, Eastern Market Corporation, Economic
Development Corporation, Local Development Finance Authority, Museum of African American History, Detroit
Land Bank Authority, and Eight Mile/Woodward Corridor Improvement Authority, which collectively represent 71
percent, 74 percent, and 79 percent of the assets, net position, and revenue, respectively, of the discretely
presented component units. We also did not audit the following blended component units: Public Lighting
Authority, which is a major enterprise fund with assets, net position, and revenue of $220.0 million, $34.9 million,
and $23.8 million, respectively, as well as the Detroit Building Authority and Greater Detroit Resource Recovery
Authority, which collectively represent 0.66 percent, 0.43 percent, and 1.53 percent of the assets, net position/fund
balance, and revenue, respectively, of the aggregate remaining fund information. This report does not include the
complete results of the other auditors’ testing of internal control over financial reporting or compliance and other
matters that are reported on separately by those auditors. The financial statements of the General Retirement
System and Police and Fire Retirement System, as well as the Greater Detroit Resource Recovery Authority
(discretely presented component unit) and Detroit Public Library (blended component unit), were not audited in
accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City's internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the City's internal control. Accordingly, we do not express an opinion on the
effectiveness of the City's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a 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, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.  
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To Management, the Honorable Mayor Michael E. Duggan,
and the Honorable Members of the City Council

City of Detroit, Michigan

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were not identified. We
did identify certain deficiencies in internal control, described in the accompanying schedule of findings and
questioned costs as Findings 2018-001, 2018-002, 2018-003, 2018-004, 2018-005, and 2018-006, that we
consider to be material weaknesses. 

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City's financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. 

The results of our tests disclosed instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards and that are described in the accompanying schedule of findings and
questioned costs as Finding 2018-006.

The City's Responses to the Findings

The City's responses to the findings identified in our audit are described in the accompanying schedule of findings
and questioned costs. The City's responses were not subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, we express no opinion on them. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the City's internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

December 14, 2018
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Report on Compliance for Each Major Federal Program and Report on Internal Control Over Compliance

Independent Auditor's Report

To the Honorable Mayor Michael E. Duggan
and the Honorable Members of the City Council

City of Detroit, Michigan

Report on Compliance for Each Major Federal Program

We have audited the City of Detroit, Michigan's (the "City") compliance with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Compliance Supplement that could have a direct
and material effect on each of the City's major federal programs for the year ended June 30, 2018. The City's
major federal programs are identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs. 

The City's basic financial statements include the operations of the Detroit Transportation Corporation, Detroit
Housing Commission, Downtown Development Authority, Eastern Market Corporation, Economic Development
Corporation, Detroit Landbank Authority, Detroit Employment Solutions Corporation, Detroit Building Authority,
Public Lighting Authority, Detroit Brownfield Redevelopment Authority, Local Development Finance Authority, Eight
Mile/Woodward Corridor Improvement Authority, and Museum of African American History, which received federal
awards that are not included in the schedule during the year ended June 30, 2018. Our audit, described below, did
not include the operations of the above-mentioned entities because these entities received a separate financial
statement audit and a separate single audit when required by the Uniform Guidance.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the City's major federal programs based on
our audit of the types of compliance requirements referred to above.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (the "Uniform Guidance"). Those standards and the Uniform Guidance require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the City's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances.  

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of the City's compliance.

Opinion on Each Major Federal Program

In our opinion, the City complied, in all material respects, with the types of compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended June
30, 2018. 
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To the Honorable Mayor Michael E. Duggan
and the Honorable Members of the City Council

City of Detroit, Michigan

Other Matters

The results of our auditing procedures disclosed instances of noncompliance that are required to be reported in
accordance with the OMB Uniform Guidance and that are described in the accompanying schedule of findings and
questioned costs as Findings 2018-008 and 2018-009. Our opinion on each major federal program is not modified
with respect to these matters.

The City's responses to the noncompliance findings identified in our audit are described in the accompanying
schedule of findings and questioned costs and corrective action plan. The City's responses were not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on them.

Report on Internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control over compliance
with the types of compliance requirements referred to above. In planning and performing our audit of compliance,
we considered the City's internal control over compliance with the types of requirements that could have a direct
and material effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program and to test
and report on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose
of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
an opinion on the effectiveness of the City's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant deficiencies
may exist that have not been identified. However, as discussed below, we identified certain deficiencies in internal
control over compliance that we consider to be material weaknesses and another deficiency that we consider to be
a significant deficiency.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. We consider the deficiencies in internal control over compliance described in the
accompanying schedule of findings and questioned costs as Findings 2018-008, 2018-009, and 2018-010 to be
material weaknesses. 

A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance. We consider the deficiency in internal control over compliance described in the
accompanying schedule of findings and questioned costs as Finding 2018-007 to be a significant deficiency.

The City's responses to the internal control over compliance findings identified in our audit are described in the
accompanying schedule of findings and questioned costs and/or corrective action plan. The City's responses were
as not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on them.
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To the Honorable Mayor Michael E. Duggan
and the Honorable Members of the City Council

City of Detroit, Michigan

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose. 

December 14, 2018
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City of Detroit, Michigan

CFDA 
Number

Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
 Federal 

Expenditures 

Department of Agriculture:
Child Nutrition Cluster - Via Michigan Department of Education:

2017 Summer Food Service Program 10.559 N/A -$                   548,395$              
2018 Summer Food Service Program 10.559 N/A -                     37,646                 

Total Child Nutrition Cluster -                     586,041                

Supplemental Nutritional Assistance Program WIC -
Via Michigan Department of Health and Human Services:

Special Supplemental Nutrition Program for Women, Infants, and Children 2016 10.557 IW100342 -                     29,956                 
Special Supplemental Nutrition Program for Women, Infants, and Children Breastfeeding 2016 10.557 W500342 -                     916                      
Special Supplemental Nutrition Program for Women, Infants, and Children 2017 10.557 IW100342 1,288,574           1,327,231             
Special Supplemental Nutrition Program for Women, Infants, and Children Breastfeeding 2017 10.557 W500342 43,044                44,336                 
Special Supplemental Nutrition Program for Women, Infants, and Children 2018 10.557 IW100342 3,372,634           3,422,002             
Special Supplemental Nutrition Program for Women, Infants, and Children Breastfeeding 2018 10.557 W500342 66,551                66,551                 

Total Supplemental Nutritional Assistance Program WIC 4,770,803           4,890,992             

Total Department of Agriculture 4,770,803           5,477,033             

Department of Housing and Urban Development:
Community Development Block Grant Entitlement Cluster - Direct Awards:

Community Development Block Grant 14.218 B-14-MC-26-0006 250,153              4,730,431             
Community Development Block Grant 14.218 B-15-MC-26-0006 1,234,197           1,992,344             
Community Development Block Grant 14.218 B-16-MC-26-0006 6,341,309           10,570,070           
Community Development Block Grant 14.218 B-17-MC-26-0006 3,025,129           13,670,053           
Neighborhood Stabilization Program I 14.218 B-08-MN-26-0004 -                     43,265                 
Community Development Block Grant - Declared Disaster Recovery FY16 14.218 B-15-MC-26-2006 -                     1,402,866             

 Total Community Development Block Grant Entitlement Cluster 10,850,788         32,409,029           

ESG - Direct Awards:
Emergency Solutions Grant (ESG) 14.231 E-12-MC-260006 62,668                85,000                 
Emergency Solutions Grant (ESG) 14.231 E-14-MC-260006 2,561                  3,474                   
Emergency Solutions Grant (ESG) 14.231 E-15-MC-260006 884,263              1,199,379             
Emergency Solutions Grant (ESG) 14.231 E-16-MC-260006 1,731,147           2,382,814             
Emergency Solutions Grant (ESG) 14.231 E-17-MC-260006 739,008              961,689                

Total ESG 3,419,647           4,632,356             

Federal Agency/Pass-through Agency/Program Title

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2018

See notes to schedule of expenditures of federal awards. 8



City of Detroit, Michigan

CFDA 
Number

Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
 Federal 

Expenditures Federal Agency/Pass-through Agency/Program Title

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2018

Department of Housing and Urban Development (Continued):
Home Investment Partnership - Direct Awards:

Home Investment Partnership (Special Housing) 14.239 M-15-MC-26-0202 -$                   642,485$              
Home Investment Partnership (Special Housing) 14.239 M-13-MC-26-0202 -                     380,241                
Home Investment Partnership (Special Housing) 14.239 M-14-MC-26-0202 -                     1,653,857             

Total Home Investment Partnership -                     2,676,583             

HOPWA - Direct Awards:
Housing Opportunities for Persons With Aids 6/2016 14.241 MIH15-F001 5,614                  24,168                 
Housing Opportunities for Persons With Aids 6/2017 14.241 MIH16-F001 1,890,034           2,296,899             
Housing Opportunities for Persons With Aids 6/2018 14.241 MIH17-F001 13,004                422,669                

Total HOPWA 1,908,652           2,743,736             

EDI Grants - Economic Development Initiative Project - Infrastructure - Direct Awards 14.251 B-10-SP-MI-0089 -                     277,598                

Lead Hazard Reduction Demonstration Grant Program - Direct Awards 14.905 MI-LHHD-026614 -                     1,860,912             

Total Department of Housing and Urban Development 16,179,087         44,600,214           

Department of Interior - Historic Preservation Fund Grant Program - Belle Isle Aquarium - 
Via Michigan State Housing Development Authority (MSHDA) 15.904 CG5-426 -                     15,560                 

Department of Justice:
Violence Prevention - Direct Awards:

Ceasefire Detroit Community Based Violence Prevention 16.123 2012-PB-FX-K002 646,463              646,463                
Detroit Youth Violence Prevention Capacity 16.123 2012-NY-FX-0027 43,905                62,112                 

Total Violence Prevention 690,368              708,575                

Crime Victim Assistance - Via Michigan Department of Health and Human Services:
Crime Victim Assist - V.O.C.A. 2016 / 2017 16.575 2015-VA-GX-0044 -                     281,950                
Crime Victim Assist - V.O.C.A. 2017 / 2018 16.575 2016-VA-GX-0021 -                     561,989                

Total Crime Victim Assistance -                     843,939                

See notes to schedule of expenditures of federal awards. 9



City of Detroit, Michigan

CFDA 
Number

Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
 Federal 

Expenditures Federal Agency/Pass-through Agency/Program Title

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2018

Department of Justice (Continued):
STOP Violence Against Women Formula Grant - 

Via Michigan Department of Health and Human Services 16.017 2016-WF-AX0023 -$                   28,406$                

Encourage Arrest Detroit Domestic Violence Reduction Project 2015-2016 - Direct Awards 16.590 2015-WE-AX-0043 34,970                149,195                

Project Safe Neighborhoods 16.609 2016-UL-WX-0037 -                     85,924                 
  

COPS Grants - Direct Awards:
2010 COPS Technology Program 16.710 2010-CK-WX-0506 -                     14,332                 
2015 COPS Hiring Program 16.710 2015-UL-WX-0024 -                     599,793                
2016 COPS Hiring Program 16.710 2016-UL-WX-0037 -                     559,436                
2017 COPS Hiring Program 16.710 2017-UL-WX-0023 -                     301,342                

Total COPS Grants -                     1,474,903             

FY16 Smart Policing Initiative - Smart Policing Innovation 16.738 2016-WY-BX-0005 -                     137,294                

2015-2017 Body Worn Camera Policy Award 16.738 2015-DE-BX-K034 -                     872,252                

Justice Assistance Grants (JAG) - Via The County of Wayne, Michigan:
2014 Justice Assistance Grant 16.738 2014-DJ-BX-0503 -                     246,298                
2015-16 Justice Assistance Grant 16.738 2015-DJ-BX-0911 -                     506,064                

Total Justice Assistance Grants (JAG) -                     1,761,908             

2015-2017 Technology Information for Public Safety (TIPS) 16.751 2015-DG-BX-K007 -                     70,000                 

2015 Community Health and Social Services Center-National Crime Victims Rights Week - 
Via Community Health and Social Service Center (CHASS) 16.888 2015-CY-AX-0006 -                     3,278                   

Federal Asset Sharing - Direct Awards 16.922 N/A -                     1,434,758             

Total Department of Justice 725,338              6,560,886             

See notes to schedule of expenditures of federal awards. 10



City of Detroit, Michigan

CFDA 
Number

Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
 Federal 

Expenditures Federal Agency/Pass-through Agency/Program Title

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2018

Department of Transportation:
Highway Planning and Construction Cluster - Via Michigan Department of Transportation:

2014 _CMAQ Diesel 20.205 2014-0098 -$                   217,344$              
Highway Research Planning and Construction 20.205 00-5459 -                     1,131,339             

Total Highway Planning and Construction Cluster -                     1,348,683             

Federal Transit Cluster:
Federal Transit Capital Investment Grants - Direct Awards:

Federal Transit Capital Investment Grant 20.500 MI-03-0241 -                     3,271,169             
Federal Transit Capital Investment Grant 20.500 MI-04-0070-00 -                     29,500                 
Federal Transit Capital Investment Grant 20.500 MI-04-0093-00 -                     2,384,476             

Total Federal Transit Capital Investment Grants -                     5,685,145             

Federal Transit Formula Grants - Direct Awards:
Federal Transit Formula Grant 20.507 MI-90-X563-00 -                     362,026                
Federal Transit Formula Grant 20.507 MI-90-X604-00 -                     19,492                 
Federal Transit Formula Grant 20.507 MI-90-X605-00 -                     3,794,674             
Federal Transit Formula Grant 20.507 MI-95-X062-00 -                     2,240,000             
Federal Transit Formula Grant 20.507 MI-2016-006 -                     9,651,919             
Federal Transit Formula Grant 20.507 MI-95-X034-00 -                     88,446                 
2016 Unified Work Program - SEMCOG 20.507 MI-2016-024 -                     2,070,241             
Federal Transit Formula Grant 20.507 MI-90-X642-00 -                     342,332                

Total Federal Transit Formula Grants -                     18,569,130           

Total Federal Transit Cluster -                     24,254,275           

SEMCOG Grants - Direct Awards:
SEMCOG United Work Program (UWP)_ Metropolitan Planning Grant 20.505 SEMCOG CPG16-17006 -                     314,304                
SEMCOG United Work Program (UWP)_ Metropolitan Planning Grant 20.505 SEMCOG CPG16-17006 -                     15,977                 

Total SEMCOG Grants -                     330,281                

Transit Service Programs Cluster:
Job Access and Reverse Commute Grants - Direct Awards:

Job Access and Reverse Commute Grant 20.516 MI-37-X035-00 -                     1,742                   
Job Access and Reverse Commute Grant 20.516 MI-37-X041-02 -                     84,479                 

Total Job Access and Reverse Commute Grants -                     86,221                 

See notes to schedule of expenditures of federal awards. 11



City of Detroit, Michigan

CFDA 
Number

Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
 Federal 

Expenditures Federal Agency/Pass-through Agency/Program Title

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2018

Department of Transportation (Continued):
Transit Service Programs Cluster (Continued):

New Freedom Grants - Direct Awards:
New Freedom Grant 20.521 MI-57-X015-00 -$                   856,203$              
New Freedom Grant 20.521 MI-57-X013-00 -                     76,421                 

Total New Freedom Grants -                     932,624                

Total Transit Services Programs Cluster -                     1,018,845             

Highway Safety Cluster - Via Michigan Department of State Police:
Strategic Traffic Enforcement Prog 2016-2017 20.600 PT-17-33 -                     84,742                 
Strategic Traffic Enforcement Prog 2017-2018 20.600 PT-18-17 -                     193,555                

20.616 AL-16-17 -                     34,070                 
Highway Safety Underage Enforcement 2017-2018 20.616 AL 18-17 -                     18,496                 

Total Highway Safety Cluster -                     330,863                

Total Department of Transportation -                     27,282,947           

Environmental Protection Agency:
Drinking Water State Revolving Fund Cluster - Via Michigan Department of Environmental Quality:

Capitalization Grants for Drinking Water-State Revolving Fund 66.468 7412-01 -                     2,329,411             
Capitalization Grants for Drinking Water-State Revolving Fund 66.468 7413-01 -                     1,063,014             
Capitalization Grants for Drinking Water-State Revolving Fund 66.468 7414-01 -                     2,540,497             

Total Drinking Water State Revolving Fund Cluster -                     5,932,922             

Recovery Park Green Infrastructure Work - Direct Awards 66.469 GL-00E1279 -                     336,886                

USEPA Environmental Training Grant - Direct Awards 66.815 JT-00E01370 -                     56,544                 

US0079A Brownfields Program (Part A) - Assessment Grants - FY 2015 - Direct Awards 66.818 BF-00E01519 -                     130,790                

Total Environmental Protection Agency -                     6,457,142             

Highway Safety Underage Enforcement 2016-2017

See notes to schedule of expenditures of federal awards. 12



City of Detroit, Michigan

CFDA 
Number

Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
 Federal 

Expenditures Federal Agency/Pass-through Agency/Program Title

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2018

Department of Health and Human Services:
Public Health Emergency Preparedness - Via Michigan Department of Health and Human Services:

Public Health Emergency Preparedness Cities Readiness Initiative 9/2017 93.069 NU90TP000528 133,994$            138,013$              
Public Health Emergency Preparedness Cities Readiness Initiative 9/2018 93.069 NU90TP000528 184,846              184,846                
Volunteer Reception Centers 93.069 NU90TP000528 5,741                  5,921                   

Total Public Health Emergency Preparedness 324,581              328,780                

MI Building Resilenie M-Brace - Via Michigan Department of Health and Human Services:
2017 Climate Health Adaption 93.070 1NUE1EG01324 12,368                12,739                 
2018 Climate Health Adaption 93.070 1NUE1EG01324 1,364                  1,364                   

Total MI Building Resilenie M-Brace 13,732                14,103                 

Public Health Emergency Preparedness - Via Michigan Department of Health and Human Services:
Public Health Emergency Preparedness 9/2016 93.074 NU90TP000528 -                     470                      
Public Health Emergency Preparedness 9/2017 93.074 NU90TP921906 167,610              167,610                

Total Public Health Emergency Preparedness 167,610              168,080                

CDC Immunization - Via Michigan Department of Health and Human Services:
Immunization Action Plan (Vaccines for Children) 09/2016 93.268 H23 CCH522556 -                     3,864                   
Immunization Action Plan (Vaccines for Children) 09/2017 93.268 H23 CCH522556 4,115                  4,239                   
Immunization Action Plan -Vaccination Shipped (in-Kind) 93.268 H23 CCH522556 -                     412,740                
West Nile Virus 2018 93.268 N/A 1,210                  1,210                   
West Nile Virus Community Surveillance Program 93.268 N/A 5,055                  5,222                   

Total CDC Immunization 10,380                427,275                

Immunization Action Plan (IAP) - Via Michigan Department of Health and Human Services 93.539 H23 IPOOO752 185,027              185,027                

Medicaid Cluster - Via Michigan Department of Health and Human Services:
CSHCS Outreach & Advocacy 9/2016 93.778 05U05M15ADM -                     4,266                   
CSHCS Outreach & Advocacy 9/2017 93.778 05U05M15ADM 63,953                63,953                 
CSHCS Outreach & Advocacy (PCTP) 93.778 05U05M15ADM 193,813              193,813                
CSHCS Medical Elevated Blood Lead Case Management 93.778 051205M15MAP 159,995              164,795                

Total Medicaid Cluster 417,761              426,827                

HIV Emergency Supplemental Relief - Direct Awards:
HIV Emerg Supp Relief 2/2018 93.914 H89HA00021-25-00 8,356,062           8,356,062             
HIV Emerg Supp Relief 2/2019 93.914 H89HA00021-26-00 1,022,293           1,022,293             

Total HIV Emergency Supplemental Relief 9,378,355           9,378,355             

See notes to schedule of expenditures of federal awards. 13



City of Detroit, Michigan

CFDA 
Number

Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
 Federal 

Expenditures Federal Agency/Pass-through Agency/Program Title

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2018

Department of Health and Human Services (Continued):
HIV - Ryan White - Via Michigan Department of Health and Human Services:

HIV Ryan White Part B 2017 93.917 N/A -$                   90,178$                
HIV Ryan White Part B MAI 9/2017 93.917 N/A 62,950                64,839                 
HIV Ryan White Part B MAI 9/2018 93.917 N/A 21,073                21,073                 
FY18 HIV Ryan White Part B MAI 9/2019 93.917 N/A 2,632,070           2,755,029             

Total HIV - Ryan White 2,716,093           2,931,119             

Zika Healthcare Services Program:
ZIKA Virus Community Support Program 9/2017 93.966 N/A 9,060                  9,360                   
ZIKA Virus Mosquito Surveillance Program 9/2017 93.966 N/A 3,934                  4,096                   
ZIKA Virus Community Support 2018 93.966 N/A 1,246                  1,246                   
ZIKA Virus Surveillance 2018 93.966 N/A 1,210                  1,210                   

Total Zika Healthcare Services Program 15,450                15,912                 

Maternal and Child Health Block Grant - Via Michigan Department of Health and Human Services:
Fetal Infant Mortality Review 9/2017 93.994 B1MIMCHS 2,619                  2,700                   
Fetal Infant Mortality Review 9/2018 93.994 B04M30620 2,619                  2,700                   
Infant Safe Sleep 9/2017 93.994 B1MIMCHS -                     7,206                   
Sudden Unexplained Infant Death 93.994 B1MIMCHS 1,261                  1,299                   
Sudden Infant Death 93.994 B1MIMCHS -                     4,400                   
Local Maternal and Child Health 9/2016 93.994 B1MIMCHS -                     28,684                 
Lead Poison Prevention (MDCH) 9/2017.1 93.994 B1MIMCHS 20,484                21,098                 
Lead Poison Prevention (MDCH) 9/2017 93.994 B1MIMCHS 19,483                20,994                 
Lead Poison Prevention (MDCH) 9/2018 93.994 B1MIMCHS               123,356 123,356                
Lead Poison Prevention (MDCH) 9/2018 93.994 B1MIMCHS               129,734 129,734                
Local Maternal and Child Health 9/2017 99.994 B1MIMCHS 633,560              658,681                

Total Maternal and Child Health Block Grant 933,116              1,000,852             

Total Health and Human Services 14,162,105         14,876,330           

Department of Homeland Security:
2016 Port Security Grant Program (PSGP) - Direct Awards 97.056 EMW-2016-PU-00457 -                     553,287                

EPMG:
2018 Emergency Management Performance Grant (EMPG) 97.042 EMC-2018-EP-00001-S01 -                     31,057                 
2017 EMPG 97.042 EMC-2017-EP-00001-S01 -                     9,239                   

Total EPMG -                     40,296                 

See notes to schedule of expenditures of federal awards. 14



City of Detroit, Michigan

CFDA 
Number

Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
 Federal 

Expenditures Federal Agency/Pass-through Agency/Program Title

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2018

Department of Homeland Security (Continued):
Assistance to Firefighter Grant - Direct Awards:

2013 Assistance to Firefighter Grant - Fire Prevention and Safety 97.044 EMW-2013-FP-00717 -$                   15,988$                
2014 Assistance to Firefighter Grant - Fire Prevention and Safety 97.044 EMW-2014-FR-00285 -                     450,863                
2015 Assistance to Firefighter Grant - Fire Prevention and Safety 97.044 EMW-2015-FO-05918 -                     676,442                
2014 Assistance to Firefighter Grant - Fire Prevention and Safety 97.044 EMW-2014-FP-00621 -                     326,763                
2016 Assistance to Firefighter Grant - Fire Prevention and Safety 97.044 EMW-2016-FO-06586 -                     635,737                
2016 Assistance to Firefighters - Regional Request 97.044 EMW-2016-FR-00508 -                     1,260,455             

Total Assistance to Firefighter Grant  -                     3,366,248             

HSGP - Via The County of Macomb, Michigan:
2016 HSGP-SHSP 97.067 EMW-2016-SS-00010-S01 -                     373,938                
2016 HSGP-UASI 97.067 EMW-2016-SS-00010-S01 -                     16,261                 
2015 HSGP: Part D Urban Area Security Initiative (UASI) 97.067 EMW-2015-SS-00033 -                     50,854                 
2015 Port Security Grant Program (PSGP) 97.056 EMW-2015-PU-00135 -                     154,347                
2015 HSGP: Part A State Homeland Security Program 97.067 EMW-2015-SS-00033 -                     217,257                
2016 Operation Stonegarden - Homeland Security Grant Program 97.067 DHS-16-GDP-067-00-01 -                     5,002                   

Total HSGP -                     817,659                

2013 Safer Grant - Direct Awards 97.083 EMW-2013-FH-00613 -                     2,381,824             

Total Department of Homeland Security -                     7,159,314             

Total Federal Awards 35,837,333$       112,429,426$       

See notes to schedule of expenditures of federal awards. 15



City of Detroit, Michigan

Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2018

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant
activity of the City of Detroit, Michigan (the "City") under programs of the federal government for the year
ended June 30, 2018. The information in the Schedule is presented in accordance with the requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (the “Uniform Guidance”). Because the Schedule
presents only a selected portion of the operations of the City, it is not intended to and does not present the
financial position, changes in net position, or cash flows of the City.

The City's basic financial statements include the operations of the Detroit Transportation Corporation,
Detroit Housing Commission, Downtown Development Authority, Eastern Market Corporation, Economic
Development Corporation, Detroit Landbank Authority, Detroit Employment Solutions Corporation, Detroit
Building Authority, Public Lighting Authority, Detroit Brownfield Redevelopment Authority, Local
Development Finance Authority, Eight Mile/Woodward Corridor Improvement Authority, and Museum of
African American History, which received federal awards that are not included in the Schedule during the
year ended June 30, 2018. The Schedule did not include the operations of the above-mentioned entities
because they received a separate financial statement audit and a separate single audit when required by
the Uniform Guidance.

Note 2 - Summary of Significant Accounting Policies

Expenditures reported in the Schedule include the federal grant activity of the City and are presented on
the same basis of accounting as the financial reporting, with the exception of the expenditures related to
CFDA 66.468, Capitalization Grants for Drinking Water - State Revolving Fund (DWSRF) programs, which
are reported on the Schedule on the cash basis. The DWSRF expenditures are reported in accordance
with the subrecipient reporting guidelines outlined in the 2018 OMB Compliance Supplement for CFDA
66.468.

Expenditures are recognized following, as applicable, either the cost principles in OMB Circular A-87, Cost
Principles for State, Local, and Indian Tribal Governments, or the cost principles contained in Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, wherein certain types of expenditures are not allowable or are limited
as to reimbursement. Pass-through entity identifying numbers are presented where available.

The City has elected not to use the 10 percent de minimis indirect cost rate to recover indirect costs, as
allowed under the Uniform Guidance.

Note 3 - Outstanding Loan Balance

The U.S. Department of Housing and Urban Development has insured certain mortgage loan borrowings
(CFDA 14.248) made by the City of Detroit, Michigan through the Planning and Development Department
in connection with certain development projects. These loans had outstanding principal due of
$49,567,000 at June 30, 2018. There were no new borrowings in fiscal year 2018. In addition, there are no
continuing compliance requirements associated with these loans other than the scheduled repayments. As
such, the outstanding principal balance is not included in the Schedule.

Note 4 - Highway and Construction Program

The City participates in various road, street, and bridge construction and repair projects. The projects are
funded through an award granted to the State of Michigan Department of Transportation (the "State"),
which administers the grant for the City. The City identified the projects needed in the locality, and the
State performed the procurement, payment, and cash management functions on behalf of the City. The
award is managed directly by the State and has not been included in the tests of compliance with laws and
regulations associated with the City’s single audit. The award is approximately $22.0 million for the year
ended June 30, 2018.
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City of Detroit, Michigan

Schedule of Findings and Questioned Costs
Year Ended June 30, 2018

Section I - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued: Unmodified

Internal control over financial reporting:

 Material weakness(es) identified? X  Yes  No

 Significant deficiency(ies) identified that are
not considered to be material weaknesses?  Yes X  None reported

Noncompliance material to financial 
statements noted? X  Yes  None reported

Federal Awards

Internal control over major programs:

 Material weakness(es) identified? X  Yes  No

 Significant deficiency(ies) identified that are
not considered to be material weaknesses? X  Yes  None reported

Type of auditor's report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in 
accordance with Section 2 CFR 200.516(a)? X  Yes  No

Identification of major programs:

CFDA Number Name of Federal Program or Cluster

10.557 Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)
14.218 Community Development Block Grant (CDBG) - Entitlement Grants Cluster
14.231 Emergency Solutions Grant Program
14.239 HOME Investment Partnerships Program
66.468 Capitalization Grants for Drinking Water State Revolving Funds
93.914 HIV Emergency Relief Project Grants (Ryan White HIV/AIDS Program Part A)
97.044 Assistance to Firefighters Grant

Dollar threshold used to distinguish between 
type A and type B programs: $3,000,000

Auditee qualified as low-risk auditee?  Yes X  No
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City of Detroit, Michigan

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2018

Section II - Financial Statement Audit Findings

Reference
Number Finding

2018-001 Finding Type - Material weakness (repeat finding)

Criteria - There should be a process in place to ensure proper recording of all journal entries,
including year end closing entries and complex accounting transactions, in accordance with
generally accepted accounting principles (GAAP) prior to the commencement of the audit.

Condition - The general ledger and underlying financial records were not reconciled and
closed in a timely manner. In addition, there were numerous adjustments that should have been
identified by management that were instead identified during the audit. 

Context - 

City

During the City's fiscal year ended June 30, 2018, staffing constraints contributed to the City not
having the proper controls in place to ensure timely and accurate financial reporting. Material
adjusting journal entries were proposed by the auditors and posted by the City in order to
ensure the financial statements were not misstated.

Adjusting journal entries identified during the audit of the City resulted in a change in net
position in excess of $115 million, impacting several opinion units, including entries related to
the following: increasing the general claims reserve liability; adjusting the capital asset balance
to account for prior year additions; adjusting various account balances related to the Gordie
Howe Bridge transaction; adjusting the interest accrual, expense, and the unamortized
discount/premium and deferred charges related to long-term debt; adjusting estimated income
tax payables; increasing the accounts payable balance for additional payables noted at year
end; correcting an improper reversal of a prior year liability; adjusting the net pension liability,
expense, and related deferred inflows and outflows; adjusting current year activity within the
Death Benefits Fund; adjusting interfund receivables and payables; and recording an interfund
transfer in order to eliminate a fund deficit. 
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City of Detroit, Michigan

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2018

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-001
(Continued)

Context (Continued) - In addition to the adjusting entries made as a result of the audit, certain
auditor-identified entries related to the City were not recorded due to immateriality, including
entries related to the following: recording unavailable revenue related to payments made to
developers for HUD HOME loans; recording activity of the Joint Employment and Procurement
Advisory Board (JEPAB) discretely presented component unit; reclassifying the Employee
Benefits Fund and Employee Disability Income trust funds as internal service funds since these
assets are not held in a trust or any other fiduciary arrangement; decreasing amounts owed to
other governmental agencies for estimated property tax overpayment escheatment liabilities;
recording an overpayment tax liability allowance for the refunds from tax year 2012; decreasing
the MTT accrual for amounts related to the 2018 assessments; cash unreconciled differences
recorded as undistributed receipts; increasing the property and income tax allowance to agree
to supporting documentation; adjusting the liability for compensated absences for governmental
activities and business-type funds; increasing capital assets related to ongoing street
resurfacing and grant-related equipment; adjusting miscellaneous revenue and receivables for
unbilled receivables at year end; increasing liability and expense for contingent liabilities;
covered payroll for the Legacy Plan and covered payroll for the hybrid plan were used in
reporting in the required supplemental information; the City passed on disclosing the amount
related to covered payroll for the OPEB plan, as required by GASB Statement No. 82, as this
amount is unavailable; the City does not have a multi-year lookback process in place to track
and analyze the estimate of the allowance against income tax receivables; and recording the
acceleration of depreciation for the Joe Louis Arena. 

Deficiencies noted that were not related to adjusting entries were as follows: the City has a
liability recorded from tax dollars collected, but has no support for to whom the liability is owed;
there were reclassifications of expenditures due to improper account classifications; and the
City does not have proper procedures in place surrounding the collection of ambulance
receivables, and as a result, approximately 61 percent of ambulance billings have been written
off in the current year.

DWSD

During DWSD’s fiscal year ended June 30, 2018, complex accounting for the finalization of the
bifurcation Memorandum of Understanding with the Great Lakes Water Authority contributed to
DWSD not having the proper controls in place to ensure timely and accurate financial reporting.
Material adjusting journal entries were proposed by the auditors and posted by DWSD in order
to ensure the financial statements were properly stated.

Adjusting journal entries identified during the audit of DWSD related to the following:
adjustments to properly record and reconcile the bifurcation gain; adjustments to interfund
receivables and payables between DWSD and the City of Detroit, Michigan; adjustments to
properly reconcile pension expense; and adjustments to properly state balances between
DWSD and Wayne County, Michigan related to delinquent taxes and chargeback liabilities.

Component Units

During the Detroit Building Authority’s fiscal year ended June 30, 2018 audit, adjusting entries
were identified in order to properly state balances within the general ledger. In addition, the
Authority did not maintain proper cut-off in its accounting system. 
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City of Detroit, Michigan

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2018

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-001
(Continued)

Cause - There were no processes in place to ensure activity was properly reconciled to the
general ledger throughout the year, and year-end closing entries were identified and recorded in
the general ledger prior to the commencement of the audit. In addition, the City has a variety of
systems, as well as decentralized staff, resulting in a high level of manual intervention in order
to compile and complete necessary financial reporting. 

Effect - If the auditor-identified entries identified above had not been recorded, the financial
statements would have been materially misstated.

Recommendation - The City, as well as its component units, should continue to work with all
departments to ensure that each has adequate resources to fully and accurately reconcile and
record all journal entries, including year-end entries and entries related to complex transactions
prior to the start of the audit. A system will need to be developed to close the financial records
in a timely manner, which will include forming reliable estimates for certain accruals since
management may not be able to rely on actual subsequent receipts and disbursements in all
instances (i.e., lookback adjustments). An independent review of reconciliations and trial
balances prior to the start of the audit would assist in identifying and correcting potential errors.

Views of Responsible Officials and Planned Corrective Actions - During fiscal year 2018,
the Office of the Chief Financial Officer (OCFO) began documenting new policies and
procedures for all the major OCFO business process lifecycles. This provided standardized and
consistent administration across all OCFO divisions. OCFO has begun implementation of the
new standardized policies and procedures in fiscal year 2019. In addition, OCFO established a
task team to identify root causes and develop solutions to the findings noted. OCFO also
assigned responsible person to each General Fund ledger account. In addition, OCFO is
continually working to optimize the functionality of the Oracle Cloud ERP system, which will
assist with overall efficiency and productivity. 

OCFO has also established its tax accounting unit and procedures related to the recording of
transactions and distributions. Processes will continue to be refined to improve accuracy. 

To address the specific audit adjustments, OCFO will develop a multi-year lookback process to
accurately estimate the income tax allowance for the years administered by the State;
implement a procedure for the daily reconciliation of tax receipts among the bank, subledger,
and general ledger; implement a treasury management system, including a debt management
module that will calculate most debt-related entries; establish an internal fund group for Internal
Service Funds; and enhance our EMS collection procedures by utilizing a third-party collection
service.  

During the fiscal year 2018, DWSD and Great Lakes Water Authority entered into a
Memorandum of Understanding (MOU), which necessitated the adjustment of DWSD’s opening
balances. The MOU resulted in a bifurcation gain. The accounting related to this transaction
was complex and a one-time event. DWSD has used the transaction to improve its processes
in the categories of interfunds and Wayne Country, Michigan tax liability accounting. DWSD will
continue to improve its processes to ensure all journal entries are reconciled and recorded prior
to the start of future audits.
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Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2018

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-002 Finding Type - Material weakness (repeat finding)

Criteria - There should be a procedure in place to reconcile bank activity on a timely basis and
to ensure cash balances are properly stated as of the end of the year. 

Condition - The City did not have procedures in place to ensure all bank accounts were fully
reconciled to the general ledger and the reconciliations were performed and reviewed timely.
The significant delay in properly recording transactions throughout the year on a timely basis
significantly reduces the accuracy of the monthly bank reconciliations, requiring multiple
revisions and significant delays prior to finalization.

Context - The City has a significant number of bank accounts to reconcile each month, and
primary accounts have significant monthly activity. During the current year, the City has
continued to review accounts to determine if accounts could be closed to increase efficiency
and to reduce both costs and the potential for error.

The City did not prepare timely bank reconciliations throughout the year. In addition, it was
noted that the City has an unreconciled difference of approximately $4.9 million without a formal
approval process to resolve unreconciled errors. Due to the lag in posting to the general ledger,
bank reconciliations are not able to be fully vetted and reviewed until three to six months after
year end.

Cause - The City did not have procedures in place to ensure timely preparation and review of
bank reconciliations. 

Effect - Without timely and accurate recording of cash activity, preparation and review of bank
reconciliations, the City could fail to identify errors and malfeasance related to cash
transactions. 

Recommendation - We recommend the City continue to review its bank accounts to determine
if additional consolidation of accounts is possible. For those accounts that are necessary, we
recommend the City ensure adequate resources are available to perform timely recording of
transaction and preparation of bank reconciliations for these accounts and that the
reconciliations are reviewed and an approval process is documented for any unreconciled
differences that are noted.

Views of Responsible Officials and Planned Corrective Actions - The City’s existing policy
includes preparation, proper identification of reconciling items, and review by appropriate
centralized personnel on a monthly basis. Due to separation of duties, the bank reconciliations
are prepared monthly, and then the reconciling items are then disseminated to the appropriate
OCFO personnel for correction. To address timely recording of cash transactions, OCFO has
developed a cash accounting and auditing unit, which is responsible for the daily recording and
reconciliation of all cash transactions. In addition, to facilitate timely resolution of outstanding
items, OCFO hired additional staff to follow up on outstanding reconciling items. We are also
continually working to optimize the functionality of the Oracle Cloud ERP system to automate
the bank reconciliation process.  
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Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2018

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-003 Finding Type - Material weakness (repeat finding)

Criteria - There should be a documented process in place to ensure that the City has proper
segregation of duties and approval processes in place related to the appropriateness of cash
disbursements.

Condition - There was a lack of adequately documented, segregated, and implemented
controls over approval processes related to the appropriateness of certain cash disbursements.

Context - 

• Both the human resources and payroll audit functions have the ability to initiate and approve
a wage or salary change.

• In regards to the Internet Supplier Portal transactions, the procurement department does not
have proper procedures in place to track or review change requests to suppliers’ and
vendors’ account information, specifically changes to ACH information. In addition, ODFS
performs the three-way match between the invoice, contract, and receipt. There were
instances where the receipting information was not properly attached to document or noted. 

• The housing and revitalization department does not have an approved formal process in
place for handling contractor payments with US Bank/First Trust, which is done outside of
the City’s accounts payable system. In addition, the checks issued by US Bank are not being
reviewed by the department prior to distribution to the various contractors.

Cause -

 • There was a lack of segregation of duties related to the ability to initiate and approve wage
and salary changes.

• There is not a formal process in place for review and approval of vendor applications,
changes to suppliers’ and vendors’ account information, and documentation to verify receipt
of receiving information. 

• The housing and revitalization department does not have an approved formal process in
place for handling contractor payments outside of the City’s accounts payable system and
for the review of contractor distributions.  

Effect - 

• Since human resources and the payroll audit functions have the ability to initiate and
approve compensation changes, there is a potential for improper rates to be initiated and
approved without a secondary review.

• Without a formal process for approval of vendor applications and review of change requests,
fictitious accounts and fraudulent changes could occur. Without verification of a three-way
match, items not received may not be identified. 

• Without a formal process in place for contractor payments and review of check distributions,
misappropriation of cash could occur. 

23
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Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2018

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-003
(Continued)

Recommendation - 

• The City should review the duties of human resources and the payroll audit departments to
determine which department should initiate wage changes and which should review and
approve them to ensure proper segregation of duties.

• The City should establish a formal approval process for vendor applications, procedures to
verify a three-way match, and a formal review process to verify account change requests. It
was noted during audit fieldwork that new procedures related to the Internet Supply Portal
were implemented. 

• The City should determine if the City’s normal AP process can be used for contractor
payments; in addition the City should establish a formal approval process for the Housing
and Revitalization Department to follow in regards to contractor payments to ensure the
proper review of information is taking place.

Views of Responsible Officials and Planned Corrective Actions - Human resources will
continue with the implementation of the Ultipro Human Resources Information System (HRIS)
and Payroll System. Phase 1 was implemented in October 2018. It includes new policies,
procedures, and internal controls, and staff will monitor, track, and measure the adequacy of
the internal controls. We have also reassigned the initiation of wage changes from payroll audit
to human resources to ensure proper segregation of duties. These new policies and
procedures will also include controls over compensated absence bank payouts, validation
checks to ensure that accumulated hours are accurate based on source data, and a separate
review and authorization process to ensure accuracy.  

In addition, OCFO will determine if the normal AP process will work with First Trust payments,
and if so, we will work to implement this change of policy in fiscal year 2019. OCFO current
process includes scanning and uploading the verification of receipt to goods/services when the
items are "received" in the Oracle. OCFO will review existing processes and provide additional
training to staff.  

Effective July 1, 2018, OCFO has established a written policy and procedure detailing the
requirements for the Supplier Registration and Automatic Clearing House (ACH) processes. In
part, the policy requires that the supplier is solely responsible for the accuracy of the data
provided to the City. An Office of Contracting and Procurement (OCP) Administrator shall be
responsible for reviewing the completeness of the information provided by the supplier during
the registration process. For any changes/updates to the supplier's ACH data, an OCP
administrator will follow up a member of the supplier's finance department to verify the
authenticity of the change request to the extent possible.    
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Year Ended June 30, 2018

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-004 Finding Type - Material weakness (repeat finding)

Criteria - The City, in conjunction with the City's retirement systems (police and fire and
general) (the "Retirement Systems"), as well as the Detroit Transportation Corporation (DTC), a
component unit of the City, should have a documented process to ensure timely and accurate
accumulation, review, and submission of census data to the Retirement Systems' actuary in
order to obtain the information required to comply with GASB Statement Nos. 67 and 68.

Condition - During the audit of the census data provided to the actuary, several instances of
errors were noted in the data or there was missing data that resulted in incomplete information.

Context - The specific issues noted include the following:

City

• Frozen Accrued Benefits (Police and Fire and General Employees Retirement Systems
Component II) - As Component II is frozen as of June 30, 2014, a calculation of individuals’
frozen accrued benefits for active members should be performed and provided to the
actuary. Currently, these calculations have not been performed, and the actuary is
estimating based on average final compensation (AFC) and sick bank data as of June 30,
2014 provided by the system. 

• Completeness of Census Data (Police and Fire and General Employees Retirement
Systems Component I and II) - Based on the testing performed, it was noted some
members were either improperly included or excluded from the data sent to the actuary. In
addition, some key employee data was missing for members.

• Active Pay Amount (Police and Fire and General Employees Retirement Systems
Component I) - The actuary uses an active member’s current pay in its calculation for
determining a member’s estimated future benefit. Based on the testing performed, some
discrepancies were noted between the pay information provided to the actuary and pay
information from the City.

• Member Classifications (Police and Fire and General Employees Retirement Systems
Component I and II) - Based on the testing performed, some members were incorrectly
classified between the three statuses (active, deferred, or retired). Incorrect classification
leads to inaccurate actuarial calculations being performed on those members.  

• Death Audit (Police and Fire and General Employees Retirement Systems Component I and
II) - It was noted a death audit was not performed on the deferred members list sent to the
actuary. These issues could lead to the pension liability being misstated due to incomplete
or inaccurate information.

• Based on discussions with the actuary and review of the actuarial valuations, it was noted
that significant work is performed on the original census provided by the Police and Fire and
General Employees Retirement Systems that is ultimately used in the valuations. This
includes removing ineligible individuals and reclassifying individuals between the different
statuses (active, deferred, or retired).
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Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2018

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-004
(Continued)

Context (Continued) - 

Component Units

• During the audit of DTC, it was noted that the census reconciliation to the actuaries was not
readily available. In addition, there were discrepancies noted in the data related to the
following: missing census data, inaccurate reconciliations and lack of support for payments
made, and inaccurate employee data. 

Cause - 

City

The City provides active pay data to the Retirement Systems, but sometimes that data is not
accurate or complete. The Retirement Systems maintain census information for retired or
deferred members. While the Retirement Systems do have a process in place to review the
census data prior to providing it to the actuary, the City should have a process in place to
ensure that the census information is complete and accurate.  

Component Units 

DTC should have a process in place to ensure that the census information is complete and
accurate, as well as the related reconciliations.

Effect - Without procedures to ensure timely accumulation of complete and accurate census
data, the City’s net pension liability that is recorded on the statement of net position of each
affected opinion unit, as well as DTC’s net pension liability, could be materially misstated.

Recommendation - 

City

We recommend the City, in conjunction with the Retirement Systems, implement the following
processes and controls:

• Frozen Accrued Benefits (Police and Fire and General Employees Retirement Systems
Component II) - It is recommended the City and the Retirement Systems complete the
calculations of the final frozen accrued benefits as of June 30, 2014 and provide the data to
the actuary as soon as possible; this would result in the most accurate calculation of the
total pension liability of Component II.

• Completeness of Census Data (Police and Fire and General Employees Retirement
Systems Component I and II) - As the Component I and II census data is retained in the
same database, it is recommended the City and the Retirement Systems have a process in
place to accurately determine which members are eligible for each plan. Also, we
recommend a more robust review of census data prior to sending the census information to
the actuary to identify any missing data; subsequent follow up should be performed timely
prior to remitting the data to the actuary.
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Year Ended June 30, 2018

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-004
(Continued)

Recommendation (Continued) - 

• Active Pay Amount (Police and Fire and General Employees Retirement Systems
Component I) - It is recommended the City and/or the Retirement Systems perform sample
testing on the data sent to the actuary to ensure it is providing the proper compensation
information, as defined in the plan of adjustment.

• Member Classifications (Police and Fire and General Employees Retirement Systems
Component I and II) - It is recommended the City and/or the Retirement Systems perform
more robust review of census data prior to sending the census information to the actuary to
identify errors between the classification of employees as active, deferred, or retired. 

• Death Audit (Police and Fire and General Employees Retirement Systems Component I and
II) - We encourage the City and/or the Retirement Systems to put in place more
comprehensive procedures to further ensure the accuracy of this census data, particularly
for deferred members who were not subject to a death audit this past year. 

• We recommend the Retirement Systems perform high level analytical procedures on the
census data to ensure the ultimate reporting by the actuary encompasses the totality of the
information that the Retirement Systems actually provided.

Component Units

We strongly recommend that DTC collaborate with the plan actuary and review the census data
files for all pension plan participants in their entirety to ensure that all components agree to
DTC’s information. Once this complete review is performed, we recommend that DTC develop
a procedure to periodically check samples or portions of the census data files that the actuary
utilizes on a recurring basis. We also recommend that any over/under benefit payments should
be corrected, as per correct benefit payment calculations.

Views of Responsible Officials and Planned Corrective Actions - The Retirement System
will develop and document a process to ensure accurate information is provided to the actuary.
This process includes an application that will compare the pay information received from the
City to the information sent to the actuary. In addition, the Retirement System will perform
sample testing on data received prior to providing the actuary.

Reference
Number Finding

2018-005 Finding Type - Material weakness (repeat finding)

Criteria - The City and Greater Detroit Resource Recovery Authority (GDRRA) should have
appropriate continual overall monitoring procedures in place over the general ledger and
external financial reporting function to ensure timely and accurate financial statements are able
to be produced throughout the fiscal year. 

DWSD should have a process in place to ensure that customer accounts are updated and
billed at the appropriate rates for water and sewage consumption.
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Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-005
(Continued)

Condition - The City lacked appropriate reconciliation procedures and overall monitoring of
account balances that are necessary for accurate financial reporting during the year. A variety
of systems, decentralized staff, and manual procedures are required to compile complete and
accurate financial reports, which, in some cases, are not being done in a timely manner during
the year. In addition, procedures are not in place to ensure that accounts and funds are
reviewed regularly for accuracy and for completeness of all transactions involving the City.
There is no overall monitoring of each department or funds’ general ledger activity either during
the year or at year end.

GDRRA lacked the appropriate segregation of duties due to the limited number of people
working for GDRRA. At present, a single individual performs the majority of the accounting
functions. To the extent possible, duties should be segregated to serve as a check and balance
and to maintain the best control system possible.

DWSD’s process to ensure that all customer accounts are updated and billed at the appropriate
rates for water and sewage consumption did not properly update all customer accounts to the
appropriate water and sewage billing rate when the rates were changed during the year.

Context - The City did not have a process to assign all general ledger accounts to the
appropriate person for overall monitoring, including analytical analysis for completeness of all
necessary activity. Reconciliations in several areas, including interfunds, cash, receivables,
payables, and transfers, were not performed on a monthly basis during the year. A procedure is
not in place to ensure that all transactions the City is involved in are known and recorded in the
general ledger. Several payroll processes are performed manually without a review process,
and this further contributes to delays and potential for inaccurate reporting. 

Within GDRRA, many critical duties are not segregated and, therefore, proper checks and
balances are not in place. In addition, a process should be put in place to resolve prior findings
timely.

DWSD’s water and sewage billing system does not update all customer accounts when there is
a rate change and, as a result, there is a manual process required to review and update
customer accounts. DWSD was able to identify that certain customers were billed at the wrong
rate and subsequently updated these customers’ rates in the system.

Cause - The City did not have processes in place to ensure general ledger accounts were
monitored and analyzed by appropriate individuals regularly. Monthly reconciliation procedures
were not in place. In addition, procedures are not in place to ensure that all transactions
involving the City are recorded in the general ledger. Several payroll procedures have not been
automated. 

GDRRA has one individual that performs the majority of accounting functions.

DWSD’s process for updating customer accounts for water and sewage rate changes did not
properly update all customer accounts prior to billing.
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Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2018-005
(Continued)

Effect - As a result of the lack of appropriate overall monitoring procedures, the City is not able
to produce accurate financial reports during the year. In addition, during the audit, auditor-
proposed journal entries were necessary to account for transactions involving the City that were
not addressed as a result of monitoring procedures not being in place. In addition, there is an
increased risk of error or fraud.

Without proper segregation of duties at GDRRA, proper checks and balances are not in place.

Without proper updates to customer accounts within the water and sewage billing systems,
there is potential for the DWSD to under- or over-bill customers throughout the year.

Recommendation - The City should develop overall monitoring procedures to aid in ensuring
that all activity in a fund is complete, accurate, and logical throughout the year. This includes
assigning an appropriate individual to each general ledger account and/or fund, as well as
several individuals who would be responsible for the entire general ledger and city financial
statements, to perform monitoring, analytical analysis, and adjustment, as needed. We
recommend reconciliations, review, and analysis be performed at least on a monthly basis. In
addition, procedures should be in place to ensure all transactions the City is involved in are
reflected timely and accurately in the general ledger. Furthermore, to the extent possible,
payroll processes should be automated, and a system should be implemented to investigate
vendor and employee address matches. 

At GDRRA, duties should be segregated to ensure there are proper checks and balances in
place.

We recommend DWSD review and update its current processes related to updating customer
accounts for water and sewage billing rate changes to ensure that when rates are changed,
every customer’s account is appropriately updated.

Views of Responsible Officials and Planned Corrective Actions - During fiscal year 2018,
OCFO began documenting new policies and procedures for all the major OCFO business
process lifecycles. This provided standardized and consistent administration across all OCFO
divisions. OCFO has begun implementation of the new standardized policies and procedures in
fiscal year 2019. In addition, OCFO established a task team to identify root causes and develop
solutions to the findings noted. OCFO also assigned responsible person to each General Fund
ledger account. In addition, OCFO is continually working to optimize the functionality of the
Oracle Cloud ERP system, which will assist with overall efficiency and productivity.  

GDRRA believes acceptable checks and balances vis-á-vis accounting transactions and
reporting are in place. All transactions are approved by the director of GDRRA and the board
treasurer, ensuring adequate approvals for both departmental and nondepartmental.  

DWSD was aware of an error regarding certain billing rate changes. DWSD identified a total of
three customers whose rates were not being updated correctly. The error resulted in an under-
billing of up to 10.4 percent of those affected customers over a period of not more than 36
months. The error only occurred when an old account was mirrored in connection with the
creation of a new account. DWSD has implemented changes to its processes and controls to
eliminate future such errors.
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Reference
Number Finding

2018-006 Finding Type - Material noncompliance and material weakness (repeat finding)

Criteria - There should be a process in place to ensure that the City and the Detroit
Transportation Corporation, a component unit of the City (DTC), comply with laws and
regulations. 

• The Uniform Unclaimed Property Act (Public Act 29 of 1995) requires the Michigan Holder
Transmittal Annual Report of Unclaimed Property to be submitted annually by November 1.
Any holder of unclaimed property who fails to file a report of unclaimed property is subject to
fines and penalties, as prescribed in Public Act 29 of 1995.

• Per Public Act 2 of 1968, Section 141.435 (2), states' total budgeted expenditures shall not
exceed estimated revenue plus accumulated fund balance. Per Section 141.438 (3),
"Except as otherwise provided in Section 19, an administrative officer of the local unit shall
not incur expenditures against an appropriation account in excess of the amount
appropriated by the legislative body." In addition, all funds must have a legally adopted
budget. 

• Public Act 213 of 2007 requires that quarterly investment reports be provided to the City
Council.

• Per 2 CFR 200.302(a), nonfederal entities' financial management systems, including
records documenting compliance with federal statutes, regulations, and the terms and
conditions of the federal award, must be sufficient to permit the preparation of reports
required by general and program-specific terms and conditions, and the tracing of funds to a
level of expenditures adequate to establish that such funds have been used according to the
federal statutes, regulations, and the terms and conditions of the federal award.

• According to the Detroit-Based Business certification process, verification must be
performed for race, gender, and ownership percentages provided in the minority/women-
owned business affidavit. In addition, supporting documentation must be obtained to show
one-year residency in Detroit in order to establish business base.

Condition - There were instances identified where the City and DTC were not in compliance
with laws and regulations as follows:

• The City has outstanding checks related to payroll, accounts payable, and property tax
refunds that have not been escheated to the State of Michigan. Many of these checks have
been outstanding for several years.

• The City’s final budget for certain nonmajor funds resulted in a projected deficit. There were
expenditures incurred against appropriations in excess of the amount appropriated by the
City Council. In addition, several funds did not have an approved budget. 

• Quarterly investment reports were not provided to the City Council.

• The City and DTC’s process to accumulate transactions related to fiscal year 2018 into its
general ledger did not allow for timely identification of and proper reporting of accurate
financial information.  

• The City was unable to provide support of verification in accordance with the Detroit-Based
Business certification process and also did not require a vendor to have a year of residency
in Detroit.
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Reference
Number Finding

2018-006
(Continued)

Context -  

• The City has recorded a liability for amounts to be escheated to the State of Michigan,
including estimated penalties and interest, at June 30, 2018. 

• For certain nonmajor funds, the City’s final budget resulted in a projected fund deficit, as
presented in the required supplementary information. For certain appropriations, the City's
actual expenditures exceeded its corresponding appropriation, as presented in the notes to
the basic financial statements. The City did not have a legally adopted budget for all funds. 

• The required quarterly reporting was not provided to the City Council during the fiscal year.

• The City and DTC did not have a process to ensure grant expenditures were identified in a
timely manner and properly recorded in the general ledger, as required by 2 CFR Part 200.  

• The City did not maintain documentation and support in accordance with the Detroit-Based
Business certification process. 

Cause - There is not a process in place to fully monitor compliance with laws and regulations
throughout the year.

Effect - The City and the DTC were out of compliance with the laws and regulations identified
above.

Recommendation - We recommend the City and DTC implement a process that identifies
specific individuals responsible for identifying and monitoring applicable compliance
requirements throughout the year. In addition, the City should consider filing a Voluntary
Disclosure Agreement (Form 4869) when submitting escheatments to the State.

Views of Responsible Officials and Planned Corrective Actions - In fiscal year 2019,
OCFO will develop, document, and implement a procedure to escheat all applicable liabilities to
the State of Michigan. This procedure will require escheatment to the State within the
appropriate amount of time to avoid incurring additional fees. OCFO has prepared an
investment report and began submitting it to City Council in fiscal year 2019.  

OCFO has an existing policy and standardized process to ensure grant expenditures are
identified in a timely manner and properly recorded in the general ledger throughout the fiscal
year. OCFO also has an established process to review subsequent payments made after the
fiscal year to identify any required accruals. Given the lag experienced with vendor billings, the
accrual review process can extend up to 120 days after the fiscal year end. OCFO will continue
our efforts to ensure that the grant ledger are accurate and complete. 

As part of the CFO’s strategic objectives to restructure and reorganize the financial operations
of the City, monthly budget reports are prepared and meetings conducted by OCFO and the city
departments to monitor and analyze the budget to prevent recurring violations of the Uniform
Budgeting and Accounting Act. These monthly budget-to-actual reports are shared with the
CFO and the mayor's team to maintain compliance with the budget and will allow us to continue
our efforts to address these violations that occur as a result of posting errors.

The civil rights, inclusion, and opportunity department will continue to follow the established
certification process and perform quality checks. We have updated our database monitoring
systems, and we are expanding the team to meet the demand of business certification
applications.
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Section III - Federal Program Audit Findings

Reference
Number Finding

2018-007 CFDA Number, Federal Agency, and Program Name:

10.557 - Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)

93.914 - Department of Health and Human Services Health Resources and Services
Administration - HIV Emergency Relief Program Grants (Ryan White)

Federal Award Identification Number and Year:

WIC - W500342 and IW100342 (October 1, 2016 - September 30, 2017; October 1, 2017 -
September 30, 2018)

Ryan White - H89HA00021-25-00 (March 1, 2017 - February 28, 2018) and H89HA00021-26-
00 (March 1, 2018 - February 28, 2019)

Pass-through Entity - WIC is passed through the Michigan Department of Health and Human
Services.

Finding Type - Significant deficiency

Repeat Finding - Yes

Finding No. 2017-012

Criteria - In accordance with 45 CFR 75.305 2(b), for nonfederal entities other than states,
payment methods must minimize the time elapsing between the transfer of funds from the
United States Treasury or the pass-through entity and the disbursement by the nonfederal entity
whether the payment is made by electronic funds transfer or issuance or redemption of checks,
warrants, or payments by other means.

In accordance with 2 CFR 305 (b) (3), when the reimbursement method is used, the federal
awarding agency or pass-through entity must make payment within 30 calendar days after
receipt of billing, unless it is believed the request to be improper.

Condition - Controls in place did not minimize the time elapsing between the transfer of funds
from HRSA (Ryan White HIV/AIDS Program Part A) and Michigan Department of Health and
Human Services (WIC) and the disbursements to the City of Detroit, Michigan’s subrecipients.

Questioned Costs - None

Identification of How Questioned Costs Were Computed - Not applicable, as there are no
questioned costs

Context - For WIC, in one out of the 13 billings received from the City of Detroit, Michigan’s
subrecipient and selected for testing, the remittance occurred at 31 calendar days, which is
greater than 30 calendar days to make payment to subrecipients after receipt of billing. The City
of Detroit, Michigan received a total of 62 billings during the year.

For Ryan White, zero of the five billings received from the City of Detroit, Michigan’s
subrecipient and selected for testing were paid in excess of 30 calendar days. However, Ryan
White operates under the same control framework as WIC. The City of Detroit, Michigan
received a total of 17 billings for Ryan White during the year.
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Section III - Federal Program Audit Findings (Continued)

Reference
Number Finding

2018-007
(Continued)

Cause and Effect - Controls in place did not result in the City of Detroit, Michigan minimizing
the time elapsed between the transfer of funds from HRSA (Ryan White) and Michigan
Department of Health and Human Services (WIC) and the disbursement to its subrecipients.

Recommendation - We recommend that City of Detroit, Michigan review its procedures and
controls to ensure disbursement of funds to its subrecipients is consistent with Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for HHS Awards.

Views of Responsible Officials and Corrective Action Plan - OCFO is continuing to
implement process improvements to ensure that vendor invoices are approved for payment in a
timely manner and that payments are made within a time frame not exceeding the 30-day
requirement.

Reference
Number Finding

2018-008 CFDA Number, Federal Agency, and Program Name - 93.914 - Department of Health and
Human Services Health Resources and Services Administration - HIV Emergency Relief
Program Grants (Ryan White)

Federal Award Identification Number and Year - H89HA00021-25-00 (March 1, 2017 -
February 28, 2018) and H89HA00021-26-00 (March 1, 2018 - February 28, 2019)

Pass-through Entity - N/A

Finding Type - Material weakness and material noncompliance with laws and regulations

Repeat Finding - No

Criteria - During fiscal year 2018, HRSA monitored the Ryan White program at the City and
identified conflict-of-interest findings specific to the following: 45 CFR 75.112, 45 CFR
75.327(c)(J), and 45 CFR 75.327(c)(2). HRSA's finding indicated there was no evidence the
City had and was adhering to a conflict-of-interest policy and standards of conduct covering
organizational conflicts of interest. The City did not provide evidence that it disclosed, in writing,
any potential conflict of interest between the City and its subrecipient to HRSA, nor did the City
provide evidence that it maintained written standards of conduct covering organizational
conflicts of interest, as it related to its subrecipient and its responsibilities as the administrative
agent for the Part A Grant.

Condition - The City's contracts with a subrecipient to assist with administering the Ryan White
program. The City did not clearly identify its relationship with the subrecipient, resulting in a
potential noncompliance with its conflict-of-interest policies.

Questioned Costs - None

Identification of How Questioned Costs Were Computed - Not applicable, as there are no
questioned costs

Context - The City passes through all of Ryan White funding to one subrecipient, and that
subrecipient further passes through funds to various subrecipients. The subrecipient works with
the City to monitor the administration of funds, which creates the conflict of interest.
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Section III - Federal Program Audit Findings (Continued)

Reference
Number Finding

2018-008
(Continued)

Cause and Effect - The controls in place did not identify potential conflicts of interest between
the City and its subrecipient.

Recommendation - The City must address any potential or real conflicts of interest that exist
between the City and its subrecipients; this work should include reviewing the City's conflict-of-
interest policy in relation to its subrecipients' contracts with their subrecipients, as well as
ensuring the subrecipients institute written standards of conduct covering organizational
conflicts of interest, as it relates to any administrative duties performed as the administrative
agent for the Ryan White Part A grant, while also serving as the fiduciary agent for some of the
recipient's subrecipient providers.

Views of Responsible Officials and Planned Corrective Actions - The City of Detroit,
Michigan will review, and update as necessary, the conflict-of-interest policy in relation to (1)
subrecipient contracts with its subrecipients and (2) written standards of conduct covering
conflicts of interest, as it relates to any administrative or other duties or services performed for
subrecipients.

Reference
Number Finding

2018-009 CFDA Number, Federal Agency, and Program Name - CFDA #14.218, Housing and Urban
Development (HUD), Community Development Block Grant Entitlement Cluster, Community
Development Block Grant Program (CDBG)

Federal Award Identification Number and Year - B-16-MC-26-0006 and B-17-MC-26-0006

Pass-through Entity - N/A

Finding Type - Material weakness and material noncompliance with laws and regulations

Repeat Finding - No

Criteria - 

1. Per 24 CFR 570.200(a)(2), a CDBG Recipient “…must ensure and maintain evidence that
each of its activities assisted with CDBG funds meets one of the three national objectives
contained in its certification. Criteria for determining whether an activity addresses one or
more of these objectives are found in §570.208.” In accordance with 24 CFR 570.506(b),
records are to be maintained to evidence meeting a national objective. Per 24 CFR
91.525(a)(3), the information is to be reported accurately.
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Year Ended June 30, 2018

Section III - Federal Program Audit Findings (Continued)

Reference
Number Finding

2018-009
(Continued)

Criteria (Continued) -

2. The guidelines per 24 CFR 570.209 are “to assist the recipient to evaluate and select
activities to be carried out for economic development purposes. Specifically, these
guidelines are applicable to activities that are eligible for CDBG assistance under 24 CFR
570.203.” These guidelines are composed of two components: guidelines for evaluating
project costs and financial requirements and standards for evaluating public benefit. The
expectation is that underwriting to evaluate project costs and financial viability will be
conducted for all CDBG direct assistance to for-profit entities. If the funds are from FY2015
or later, the for-profit CDBG activities have to be evaluated and selected in accordance with
Appendix A to 24 CFR 570 - Guidelines and Objectives for Evaluating Project Costs and
Financial Requirements, pursuant to section 105(a)(17) of the Act (P.L. 113-235,
Consolidated and Further Continuing Appropriations Act, 2015, Division K, Title II,
Community Development Fund and subsequent annual Appropriations Acts). The standards
for evaluating public benefit are mandatory.

3. Per 24 CFR 570.502, grantees and subrecipients shall comply with 2 CFR 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (the "Uniform Guidance"). All funds must satisfy a CDBG-eligible activity regulation.
There were insufficient records to adequately support how a particular subrecipient’s costs
complied with the CDBG-eligible activity that the City reported in IDIS, which was 24 CFR
570.203(b) - the provision of assistance to a private for-profit business.

Condition - In May 2018, the HUD Detroit Field Office conducted an on-site monitoring of the
CDBG program in order to assess the City’s performance and compliance with applicable
program regulations and requirements. The following matters were identified:

1. There were insufficient records to support that a subrecipient’s program activities met the
Low-to-Moderate Income Area (LMA) national objective per 24 CFR 570.208(a)(1) and 24
CFR 570.506(b)(2) and erroneous reporting in the Integrated Disbursement and Information
System (IDIS).

2. There were insufficient records to evidence meeting the Economic Development
Underwriting and Public Benefit Standard requirements for the City’s subrecipient’s activity.

3. The City did not maintain adequate oversight of a particular subrecipient to ensure costs
complied with a CDBG-eligible activity and the cost principles per the Uniform Guidance.

Questioned Costs - Unknown

Identification of How Questioned Costs Were Computed - The City is currently drafting
responses to the above-mentioned monitoring report. As such, a management decision from
HUD is not yet rendered.

Context - The City executed an agreement with a subrecipient to administer CDBG-eligible
activity. During a recent monitoring visit performed by HUD, HUD noted certain instances where
adequate support was not available to show evidence that CDBG and Uniform Guidance
requirements were met.
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Section III - Federal Program Audit Findings (Continued)

Reference
Number Finding

2018-009
(Continued)

Cause and Effect - As noted by HUD Detroit Field Office:

1. There were no established policies and procedures required of the subrecipient to correctly
qualify the CDBG assistance under the national objective requirements. There were no
procedures required of the subrecipient to ensure the proper documentation was maintained
to evidence every assisted activity met a CDBG National Objective. The City did not have
procedures for correctly setting up activities in IDIS. Because the City’s subrecipient was not
verifying and maintaining evidence that the disbursed CDBG funds met a required national
objective and was incorrectly reporting in IDIS that every business provided services to low-
to-moderate income residents on a citywide basis, it was not clear that the use of the funds
was eligible in every instance of providing CDBG dollars to the for-profit entities.

2. The City of Detroit, Michigan did not have policies and procedures for documenting
compliance with the CDBG Economic Development Underwriting and Public Benefit
Standard requirements. If the underwriting is not performed for economic development
activities, then the City does not have the requisite records to evidence that the projects are
financially viable and the most effective use of CDBG. If the minimum level of public benefit
is not documented, then the City does not have the requisite records to evidence that the
projects are the most effective use of CDBG.

3. There were no policies and procedures for documenting costs in a way that evidenced
compliance with an applicable CDBG eligible activity and the cost principles cited in the
Uniform Guidance and cited in 24 CFR 570.203(b). The intent of the Uniform Guidance is to
guard against the risk of charging disallowed costs to the grant. By missing key compliance
points under these requirements, the likelihood of charging disallowed costs increases,
calling into question the integrity of the federally funded program. Moreover, without
identifying the appropriate CDBG-eligible activities and maintaining sufficient support for
complying with the requirements, it becomes unclear if the costs were eligible for CDBG
funds.

Recommendation - We recommend that the City review its policies and procedures to ensure
that they ensure compliance with CDBG requirements. Based on the City’s review, modification
to its policies and procedures may be required.

Views of Responsible Officials and Planned Corrective Actions - The housing and
revitalization department concurs with this finding and is working to revise policies and
procedures, as well as implement all other appropriate corrective action for future compliance.

Reference
Number Finding

2018-010 CFDA Number, Federal Agency, and Program Name - CFDA #14.218, Housing and Urban
Development (HUD), Community Development Block Grant Entitlement Cluster, Community
Development Block Grant Program (CDBG).

Federal Award Identification Number and Year - B-16-MC-26-0006 and B-17-MC-26-0006

Pass-through Entity - N/A

Finding Type - Material weakness
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Schedule of Findings and Questioned Costs (Continued)
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Section III - Federal Program Audit Findings (Continued)

Reference
Number Finding

2018-010
(Continued)

Repeat Finding - No

Criteria - Per 2 CFR 200.318(a): “The Non-Federal entity must use its own documented
procurement procedures which reflect applicable State, local, and tribal laws and regulations,
provided that the procurements conform to applicable Federal law and the standards identified
in this part.”

Condition - In May 2018, the HUD Detroit Field Office, conducted an on-site monitoring of the
CDBG program in order to assess the City’s performance and compliance with applicable
program regulations and requirements.  The following matter was identified:

During HUD’s limited review of the Detroit 0 percent Home Repair Loans Program, it was noted
that the City violated its federal procurement requirements in securing construction
management services.

Questioned Costs - Unknown

Identification of How Questioned Costs Were Computed - The City is currently drafting
responses to the above-mentioned monitoring report. As such, a management decision from
HUD is not yet rendered.

Context - The City had contracted with an organization for management services. It was
determined that the two-year $1,050,000 contract with the organization expired on June 30,
2017, with a provision which allowed for a one-year renewal. The City’s procurement policy
requires optional extensions to be approved by the City Council. The total paid invoices since
July 1, 2017 through June 30, 2018 amounted to $405,210. Based on the monitoring report
received from HUD, these amounts will be considered questioned costs if the City does not
perform certain corrective actions. As of the date of the report, the City has not yet finalized its
corrective action to conform with HUD's requirements. Once the plan is submitted, HUD will
issue a management decision as to the corrective action.

Cause and Effect - As noted by HUD Detroit Field Office, the City lacked sufficient policies and
written procedures to ensure that its program was in compliance with all of the City’s
procurement requirements. The City’s housing and revitalization department, which has
oversight responsibilities over all Community Planning and Development-funded programs,
does not have management responsibilities over the other departments that are responsible for
procurement and financial management. As a result, improperly procured contracts may result
in disallowed costs.

Recommendation - We recommend that City of Detroit, Michigan ensure all procurement is
conducted in accordance with the City’s procurement policy.

Views of Responsible Officials and Planned Corrective Actions - The housing and
revitalization department concurs with this finding and is working to revise policies and
procedures, as well as implement all other appropriate corrective action for future compliance.
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Finding 
No. Finding Condition 

Program 
Name/Financial 

Reporting 
Internal Control 

Finding Type 
Criteria 

Questioned 
Costs 

Management 
Views  

Agree or 
Disagree 

Contact 
Person Corrective Action Plan Status Update 

Status of 
Finding as 
of June 30, 

2018 

2017-001 The City, DWSD, and 
DDOT's general ledger 
and underlying financial 
records were not 
reconciled and closed in a 
timely manner. In 
addition, there were 
numerous adjustments 
that should have been 
identified by management 
which were instead 
identified during the audit 
of the City, DWSD, and 
DDOT, and by component 
auditors for the Detroit 
Building Authority, 
Detroit Transportation 
Corporation (component 
units of the City).   

N/A Material 
Weakness 

None Agree Eric Higgs 

Pam Scales 

Roger 
Short 

Thomas 
Naughton 

 

During fiscal year 2017, the CFO continued 
implementing the strategic objective of the 
Office of the Chief Financial Officer 
(OCFO) to restructure and reorganize the 
financial operations of the City.  During 
fiscal year 2018 the OCFO began 
documenting new policies and procedures 
for all the major OCFO business process 
life-cycles. This will provide standardized 
and consistent administration across all 
OCFO divisions. In addition, the OCFO is 
continually working to optimize the 
functionality of the Oracle Cloud ERP 
system, which will assist with overall 
efficiency and productivity. 

 
OCFO has restructured and added a Tax 
Accounting Unit to its Treasury function, 
which will be responsible for the timely and 
accurate recording of all tax revenue and 
receivables, including the regular review 
and analysis of all related accounts.  It is 
expected that this unit will be staff and 
operational by the end of the fiscal year.  
OCFO is in the process of developing 
procedures to govern the work of this unit. 
 
Bond transactions will be recorded timely 
with the appropriate level of involvement 
from management on the more complicated 
transactions (refundings). 

OCFO is finalizing standard operating 
procedures for all major OCFO business 
process life-cycles.  OCFO also established 
the GL Swat Team. As a part of this effort, a 
responsible party within OCFO was assigned 
to each general ledger account. The 
responsible party will be responsible for 
reconciling the general ledger throughout the 
year. We anticipate that this process should be 
fully operational by June 2019. 

 

 

 

 

Treasury has established its Tax Accounting 
Unit and procedures related to the recording 
of transactions and distributions.  Processes 
will continue to be refined to improve 
accuracy.  

 

 

 

Account reconciliations that could result in 
material prior period adjustments have been 
completed and were recorded in the prior 
fiscal year.  

 

In process 

 

 

 

 

 

 

 

 

 

 

Completed 

 

 

 

 

 

Completed 
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Finding 
No. Finding Condition 

Program 
Name/Financial 

Reporting 
Internal Control 

Finding Type 
Criteria 

Questioned 
Costs 

Management 
Views  

Agree or 
Disagree 

Contact 
Person Corrective Action Plan Status Update 

Status of 
Finding as 
of June 30, 

2018 

2017-002 The City and the Detroit 
Water and Sewerage 
Department (DWSD) did 
not have procedures in 
place to ensure all bank 
accounts were fully 
reconciled to the general 
ledger and the 
reconciliations were 
performed and reviewed 
timely.  The significant 
delay in properly 
recording transactions 
throughout the year on a 
timely basis significantly 
reduces the accuracy of 
the monthly bank 
reconciliations requiring 
multiple revisions and 
significant delays prior to 
finalization. The City’s 
outstanding check list also 
contained a large amount 
of voided checks dating 
back many years.  It was 
also noted that DWSD did 
not timely update the 
authorized signers at the 
financial institution when 
personnel changes 
occurred during the year. 

N/A Material 
Weakness 

None Agree Eric Higgs 

Pam Scales 

Christa 
McLellan 

Thomas 
Naughton 

As a part of the implementation of the 
OCFO’s strategic objectives to restructure 
and reorganize the financial operations of 
the City the bank reconciliation process was 
centralized and accounting staff were hired 
to prepare monthly reconciliations.  The 
City’s existing policy includes preparation, 
proper identification of reconciling items 
and review by appropriate personnel.  Due 
to separation of duties, the reconciling items 
are then disseminated to the appropriate 
OCFO personnel for correction.     

The City of Detroit is working to develop 
the process to ensure reconciling items are 
resolved and recorded timely by appropriate 
staff.  We note that reconciliations go 
through reiterations as reconciling items are 
resolved until the month end/period is 
closed.  We are also continually working to 
optimize the functionality of the Oracle 
Cloud ERP system to automate the bank 
reconciliation process. 
 
The OCFO is the process of selecting a 
vendor for a new Treasury Management 
system as well as redesigning operating 
processes for its Treasury function.  In 
addition, OCFO has developed a Cash 
Accounting and Auditing Unit which will 
be responsible for the daily recording and 
reconciliation of all cash transaction.  It is 
anticipated that systems and processes will 
be in place by June 30, 2018 that will 

OCFO is finalizing standard operating 
procedures for all major OCFO business 
process life-cycles.    OCFO also established 
the GL Swat Team. As a part of this effort, a 
responsible party within OCFO was assigned 
to each general ledger account. The 
responsible party will be responsible for 
reconciling the general ledger throughout the 
year. The OCFO is continuing to enhance the 
process to resolve reconciling item.  To 
facilitate the process, a Cash supervisor was 
hired. 

 

 

 

Cash Accounting team has been established 
and procedures are being developed to ensure 
all debits/credits are recorded timely.  

 

 

 

Revenue has been mapped to general ledger 
accounts and financial staff have been trained 
on system modules (i.e. Accounts Receivable 
and Misc. Receipts).  

 

 

 

In process 

 

 

 

 

 

 

 

 

 

 

 

In process 

 

 

 

 

In process 
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No. Finding Condition 
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Reporting 
Internal Control 
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Criteria 
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Agree or 
Disagree 
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Person Corrective Action Plan Status Update 

Status of 
Finding as 
of June 30, 

2018 

address and correct this issue. 
 
The OCFO will develop and implement a 
procedure to ensure the timely removal of 
voided checks from both the outstanding list 
and the general ledger and a monthly 
reconciliation between the two. 
 
The OCFO continues its process to 
understand the purpose for each bank 
account and is developing a consolidation 
plan that will result in a pooled cash 
structure with limited bank accounts.  Over 
the past year, the OCFO has reduced the 
number of the number of bank accounts by 
84%. 
 

DWSD will document a process to ensure 
bank accounts are reconciled completely 
during the monthly close process so that 
there are no unreconciled differences at the 
beginning of the audit.   

DWSD will also implement a procedure to 
ensure signature cards are updated 
immediately after any personnel changes. 

 

 

 

 

Treasury worked through the voided check 
issue process. Procedures were developed to 
define the processes behind voids, stop 
payments and reissues. Bank accounts have 
continued. 

 

 

 

 

 

 

 

In process 

 

 

 

Completed 

 

 

 

 

 

 

 

 

 

 

In process 
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2017-003 There was a lack of 

adequately documented, 
segregated, and 
implemented controls 
over approval processes 
related to the 
appropriateness of certain 
cash disbursements. 

N/A Material 
Weakness 

None Agree Eric Higgs 

Christa 
McLellan 

Denise 
Starr 

Ursula 
Holland 

OCFO will develop policies and procedures 
for income tax refunds, which will include 
an approval signoff hierarchy. 

OCFO will issue and implement wire 
processing procedures to ensure all 
transactions are reviewed in a timely 
manner. The implementation of the 
Treasury Cash Management System will 
also allow users to add support directly to 
fund transfer requests. 
 
We also note that The Human Resources 
will continue with the implementation of a 
new Human Resources Information System 
(HRIS) and Payroll System. This 
HRIS/Payroll implementation will include 
new policies, procedures and internal 
controls, and staff will monitor, track and 
measure the adequacy of the internal 
controls. These new policies and procedures 
will also include controls over compensated 
absence bank payouts.  These new 
procedures will include validation checks to 
ensure that accumulated hours are accurate 
based on source data.  The procedures will 
also include a separate review and 
authorization process to ensure accuracy. 

 

The Income Tax Branch has implemented a 
hierarchal authorization list for all refunds.  

 

The Cash Accounting team currently reviews 
all wire requests to ensure the proper 
supporting documentation is provided (i.e. 
journal entry, batch number, etc.). The policy 
governing wire requests has been drafted and 
is currently being reviewed. 

 

Still in process 

Completed 

 

 

Completed 

 

 

 

 

In process 

2017-004 During the audit of the 
census data provided to 
the actuary, several 
instances of errors were 
noted in the data or there 
was missing data that 
resulted in incomplete 
information. 

N/A Material 
Weakness 

None Agree Eric Higgs 

Dave 
Cetlinksi 

Denise 
Starr 

Ursula 
Holland 

The Retirement System will develop and 
document a process to ensure accurate 
information is provided to the actuary. This 
process includes an application that will 
compare the pay information received from 
the City to the information sent to the 
Actuary. In addition, the System completed 
the Frozen Benefits calculation project in 
October of 2017.  The results will be 

The Retirement System has scrubbed the 
frozen data to the best of our ability and 
provided the finished product to Gabriel 
Roeder.  The Retirement System’s IT 
Department established a procedure in which 
monthly reports are run and individuals that 
have received a refund of their mandatory 
contributions are removed from the census 
data.   

In process 
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provided to the actuary.     
 

 

Our IT Department reviews the report for 
completeness by comparing the final census 
report to the data received from the City. The 
System’s IT Department is currently 
developing an application that will compare 
the pay information received from the City to 
the information within the Census Report that 
is sent to the Actuary. When the new ERP 
goes live we will be in a position to extract 
system reports to compare to the census data 
allowing us to find discrepancy for more 
accurate reporting.  The Retirement System 
has added the deferred members listing to the 
information provided to the contractor that 
performs the death benefit audit of the 
retirees. The corrections that the Actuaries 
have to make has been reduced with the 
cleanup that we’ve done.  The information 
will only get better when the new ERP system 
goes live.  It will allow for better reporting 
and easier comparison of census data before 
released to the Actuaries. 

 

 

2017-005 The City, DWSD, and 
GDRRA lacked 
appropriate reconciliation 
procedures and overall 
monitoring of account 
balances during the year. 
A variety of systems, 
decentralized staff, and 
manual procedures 
required to compile 
complete and accurate 
financial reports resulted 
in a delay in the audit as 
well as many auditor 

N/A Material 
Weakness 

None Agree Eric Higgs 

Christa 
McLellan 

Pam Scales 

Thomas 
Naughton 

Monica 
Johnson 

During fiscal year 2017, the CFO continued 
implementing the strategic objective of the 
Office of the Chief Financial Officer 
(OCFO) to restructure and reorganize the 
financial operations of the City.   During 
fiscal year 2018 the OCFO began 
documenting new policies and procedures 
for all the major OCFO business process 
life-cycles. This will provide standardized 
and consistent administration across all 
OCFO divisions. 
 
In addition, OCFO has restructured and 
added a Tax Accounting Unit, which will be 

OCFO is finalizing standard operating 
procedures for all major OCFO business 
process life-cycles.  OCFO also established 
the GL Swat Team. As a part of this effort, a 
responsible party within OCFO was assigned 
to each general ledger account. The 
responsible party will be responsible for 
reconciling the general ledger throughout the 
year. The OCFO is continuing to enhance the 
process to resolve reconciling item.  To 
facilitate the process, a Cash supervisor was 
hired. 

The Tax Accounting team is currently in place 
and has developed procedures to reconcile 

In process 

 

 

 

 

 

 

 

In process 
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proposed journal entries.   responsible for the timely and accurate 
recording of all tax revenue and receivables, 
including the regular review and analysis of 
all related accounts.  It is expected that this 
unit will be staff and operational by the end 
of the fiscal year.  OCFO is in the process 
of developing procedures to govern the 
work of this unit. 
 
The OCFO is in the process of amending 
the agreement with the SOM and in the 
agreement will expressly list the 
information needed for completion of the 
annual audit along with required deadlines 
for completion. 

GDRRA believes acceptable checks and 
balances vis –a’-vis accounting transactions 
and reporting are in place. All transactions 
are approved by the Director of GDRRA 
and the Board Treasurer ensuring adequate 
approvals for both departmental and non-
departmental.  

DWSD will develop and document a 
procedure to ensure that all activity in a 
fund is complete, accurate, and logical.  We 
will establish monthly protocols to monitor 
and perform analysis on each general ledger 
account. 

balance sheet accounts on a monthly basis. As 
the team continue to gain knowledge, the 
number of year-end variances will diminish.  

 

 

 

 

The Tax Accounting team has worked with 
their counterparts at the State of Michigan to 
refine the monthly and year end reports. The 
City will continue to monitor and review the 
State’s adherence to providing timely and 
accurate reports. 

 

 

 

 

Still in process 

 

 

 

 

 

 

 

Completion 
date is N/A. 

 

 

 

 

 

 

In process 

2017-006 There were instances 
identified where the City 
and the Detroit 
Transportation 
Corporation (DTC), a 
component unit, were not 
in compliance with laws 
and regulations as 
follows: 
 

N/A Material 
Noncomplianc
e and Material 
Weakness 

None Agree Eric Higgs 

Pam Scales 

Christa 
McLellan 

Tanya 
Stoudemire 

Lenora 
Olsen 

OCFO will develop, document and 
implement a process to ensure the timely 
escheatment to the State. 

OCFO is in the process of compiling an 
investment report to be provided to City 
Council on a quarterly basis. 

The city will prepare grant reconciliations 
throughout the year and make any necessary 
adjustments at the individual grant level. 

Treasury and the Controller’s Office will 
continue to work together to reconcile the 
outstanding check list to escheat uncashed 
checks to the State of Michigan (see 2017-
002).  

Investment system is currently being 
implemented and will allow for monthly 
reporting. The reports are expected to be 
provided to City Council by the end of the 
calendar year. 

In process 

 

 

 

In process 
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•  The City has 
outstanding checks related 
to payroll, accounts 
payable, and property tax 
refunds that have not been 
escheated to the State of 
Michigan.  Many of these 
checks have been 
outstanding for several 
years. 
 
• The City’s final budget 
for several nonmajor 
special revenue funds 
resulted in a projected 
deficit. There were 
expenditures incurred 
against appropriations in 
excess of the amount 
appropriated by the City 
Council. 
 
• Quarterly investment 
reports were not provided 
to the City Council. 
 
• The City’s process to 
accumulate transactions 
related to fiscal year 2017 
into its general ledger did 
not allow for timely 
reporting of accurate 
financial information.   

 

As part of the CFO’s strategic objectives to 
restructure and reorganize the financial 
operations of the City, monthly budget 
reports are prepared and meetings 
conducted by OCFO and the City 
departments to monitor and analyze the 
budget to prevent recurring violations of the 
Uniform Budgeting and Accounting Act. 
These monthly budget-to-actual reports are 
shared with the CFO and the Mayor’s team 
to maintain compliance with the budget. 
Subsequent to June 30, 2017, City Council 
and the Detroit Financial Review 
Commission authorized budget amendments 
for the General Fund to be posted to June 
2017. As a result of the actions by City 
Council, the City did not incur expenditures 
in the General Fund in excess of the amount 
ultimately appropriated by City Council. 

 

2017-007 The initial SEFA did not 
report expenditures in 
accordance with 2 CFR 
200.502 (a).   
 

Community 
Development 
Block Grant 
(CDBG) 

 

Material 
Weakness  None Agree Eric Higgs 

Pam Scales 

The Office of the Chief Financial Officer 
(OCFO) will continue to design stronger 
controls over SEFA reporting to ensure that 
the expenditures on the SEFA are complete 
and accurate. A review will be performed in 
advance of SEFA reporting to ensure 

This issue occurred as this activity was 
combined with normal Section 108 
activity. To address the specific issues 
noted on the SEFA, we have segregated 
non-reportable activity (Section 108 
settlements) from reportable activity to 

Completed 
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HOME Investment 
Partnership 
(HOME) 

compliance. During the fiscal year 2017 
audit, expenses of approximately $16 
million related to Developers Section 108 
settlement payments were included in the 
SEFA expenditures total.  As these 
expenditures did not reduce future 
drawdowns, these expenditures were 
subsequently removed from the SEFA 
expenditure total. Going forward, the 
developer’s settlement payments related to 
Section 108 will be captured separately on 
our reconciliation.  Also, approximately 
$260,000 related to retainage was not 
included in the SEFA.  The City will ensure 
our process captures retainage.  

avoid errors within the SEFA in the 
future. Retainage related to housing 
project was excluded in the SEFA as 
these amounts were not paid by the City 
of Detroit. The HRD department staff 
represented at the time that the City was 
responsible for the retainage amount. Per 
discussion with the current department 
staff, the developer funds retainage using 
other sources. The retainage is properly 
excluded from our SEFA. 

2017-008 The City did not file the 
Section 3 report for 
program year ended June 
30, 2017. 

Community 
Development 
Block Grant 
(CDBG) 

 

HOME Investment 
Partnership 
(HOME) 

Material 
Weakness and 
Material 
Noncomplianc
e with Laws 
and 
Regulations 

None Agree Arthur 
Jemison 

The Housing and Revitalization Department 
(HRD) concurs with the finding and has 
transferred the Section 3 monitoring to the 
Civil Rights, Inclusion, and Opportunity 
(CRIO) Department effective July 1, 2017.  
OCFO will work with CRIO to ensure there 
is a process in place to compile the data and 
file the report timely with HUD. 

 

On behalf of Housing & Revitalization 
Department (HRD), Civil Rights, Inclusion & 
Opportunity (CRIO) is responsible for the 
Section 3 Program as of July 1, 2017. Prior to 
this current reporting deadline for fiscal year 
2017-2018, Civil Rights, Inclusion & 
Opportunity (CRIO) identified the 
departments required to submit Section 3 
information to U.S. Department of Housing & 
Urban Development (HUD). During the actual 
collection of data from each department, 
CRIO observed that each department’s data 
collection is different and not as accessible, 
which required more time to collect and 
format for reporting.  Since CRIO is managing 
the Section 3 Program on behalf of HRD, the 
Section 3 report requires signatures from both 
CRIO and HRD. The data has been collected, 
the report has been completed, and submitted 
for sign-off. Moving forward, CRIO is 
improving on the new process of data 
collection and the timing of submitting the 
Section 3 report to HUD. 

Completed 

2017-009   The City has a Community Material 
Weakness and None Agree Ryan The City of Detroit will implement a The previous finding (LISC 0% Interest Loan 

Program) has been addressed and now the Completed 
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subrecipient agreement 
with LISC to administer 
the 0% Rehabilitation 
Loan Program. The 
original contract indicated 
that the activity would be 
advance funded. It was 
subsequently determined 
this program design was 
not feasible.  However, 
the subrecipient 
agreement was not 
properly amended. During 
a monitoring visit 
performed in September 
2015, HUD identified this 
as finding.  The finding 
has not been cleared. 

Development 
Block Grant 
(CDBG) 

Material 
Noncomplianc
e with Laws 
and 
Regulations 

Friedrichs 

Boysie 
Jackson 

Arthur 
Jemison 

process to ensure that all subrecipient 
contracts reflect the appropriate scope of 
work and intended funding methodology, 
including timely amendments when 
necessary. For the LISC contract, the 
second contract amendment to resolve the 
HUD finding is expected by April 2018. 

program is eligible and compliant. Moving 
forward, the HRD will assign Programmatic 
Underwriting (PU) staff to monitor and review 
all programs and departments who are 
developing and managing CDBG funded 
activities. The PU staff is comprised of CDBG 
monitors who understand compliance and 
regulatory requirements of the program. An 
additional layer of oversite takes place with 
the support of assigned staff in the Office of 
Grants Management, who is charged to 
monitor city agencies and activities for 
compliance, as well. Both teams will be 
consulted on the development of scope and set 
up of the specific activities. This will be 
performed in the same manner that sub-
recipient monitoring takes place. 

2017-010 During the year, the City 
administered the CDBG 
grants under the 
guidelines of 2 CFR 200 
subparts A through E. 
However, the controls in 
place did not ensure that 
all of the required 
information as prescribed 
by 2 CFR 200.331, 
Requirements for Pass-
through Entities, was 
included in the grant 
agreements for its 
subrecipients. The 
following elements 
outlined in 2 CFR 200.331 
were partially included or 
were not included in all 

Community 
Development 
Block Grant 
(CDBG) 

Significant 
Deficiency and 
Material 
Noncomplianc
e with Laws 
and 
Regulations 

None Agree Ryan 
Friedrichs 

Boysie 
Jackson 

Arthur 
Jemison 

The Housing and Revitalization Department 
(HRD) has amended its procedures and 
controls to ensure the required information 
as prescribed by 2 CFR 200.331, 
Requirements for Pass-through Entities are 
included in all subawards to subrecipients, 
including contract modifications, when 
applicable.  Contract amendments 
pertaining to this requirement are being 
prepared and sent out to current 
subrecipients.   This finding was cited for 
contracts from FY 15-16 and prior awards.  
Required contractual language was included 
in FY 16-17 subrecipient agreements that 
were processed this current fiscal year. 

HRD has corrected all of the contract boiler 
plate language to reflect the Super Circular 
language, as approved by HUD-Detroit staff. 
This is now being used with all CDBG grants.    
HRD staff has also received additional 
training on the Super Circular to provide 
greater guidance to program staff. 

Completed 
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grant agreements:  

1. CFDA number and 
name - The agreement 
indicated the funding 
sources, the name of the 
grant (in this case CDBG), 
and the pertinent CFR 
reference; however, the 
CFDA number was not 
included. 

2. Subrecipient’s unique 
entity identifier  

3. Federal award 
identification number 

4. Federal award date - 
The agreements should 
include the date the award 
was provided to the City. 

5. Total amount of federal 
awards obligated to the 
subrecipient, including the 
current obligation - The 
agreements did include 
the current obligation; 
however, amounts 
previously obligated were 
not included. 

6. Identification of 
whether the award is 
R&D 

7. Indirect cost rate for the 
federal award (including if 
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the de minimis rate is 
charged per §200.414 
Indirect (F&A) costs) 

2017-011 The City applied for and 
was awarded the 2013 
SAFER award to hire and 
maintain 939 firefighters 
on payroll, of which 150 
firefighters would be 
supported with the 
funding received under 
this award. However as of 
June 30, 2017 the City 
had 829 firefighters on 
payroll. The City’s 
inability to meet the level 
of effort requirements did 
not create any questioned 
costs. 

Staffing for 
Adequate Fire and 
Emergency Grants 
(SAFER) 

Material 
Noncomplianc
e with Laws 
and 
Regulations  

None Agree Eric 
Jones/Dere
k Hillman 

The Detroit Fire Department (DFD) will 
review the turnover rates and hire an 
adequate number of firefighters to meet any 
shortfall that might occur as a result of 
turnover.  The Office of the Chief Financial 
Officer, together with the DFD, will 
periodically review the number of 
firefighters and highlight any shortfalls. 
Also the DFD has created an applicant list 
to make the hiring process faster. 

This audit deficiency is closed.  
The audit findings indicated that due to 
significant turnover toward the end of 
FY16 and a “cumbersome new hire 
process” the City was unable to rehire 
three additional firefighters to ensure 
the full complement of 150 firefighters 
on payroll as required under SAFER 
grant award EMW-2013-FH-00613.  

The City responded by filling the three 
additional vacancies and received an 
amendment to hire 40 additional 
firefighters on the grant. The City 
submitted a current roster documenting 
compliance and has since maintained 
the proper amount of firefighters.  

Completed 

2017-012 Controls in place did not 
minimize the time 
elapsing between the 
transfer of funds from 
HRSA (Ryan White 
HIV/AIDS Program Part 
A) and Michigan 
Department of Health and 
Human Services (WIC) 
and the disbursements to 
the City of Detroit, 
Michigan’s subrecipients. 

HIV Emergency 
Relief Program 
Grants (Ryan 
White HIV/AIDS 
Program Part A), 
and Special 
Supplemental 
Nutrition Program 
for Women, 
Infants, and 
Children (WIC)  

Material 
Weakness and 
Material 
Noncomplianc
e with Laws 
and 
Regulations  

None Agree Eric Higgs 

Dr. Joneigh 
Khaldun 

Pam Scales 

OCFO is implementing process 
improvements to ensure that vendor 
invoices are approved for payment in a 
timely manner and that payments are made 
within a time frame not exceeding the 30-
day requirement. 

OCFO is still implementing process 
improvements to ensure payments are made 
within a time frame not exceeding the 30-day 
requirement. Process improvements were not 
in place to prevent payments from exceeding 
the 30-day requirement during the 2018 fiscal 
year. 

In process 
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Finding 
No. 

Program 
Name/Financial 

Reporting 
Internal 
Control 

Finding Type 
Criteria 

Questioned 
Costs 

Management 
Views  

Agree or 
Disagree 

Contact 
Person 

 

 

 

Condition Prior Year Response Corrective Action Plan 

Anticipated 
Completion 

Date 

2018-001 N/A Material 
Weakness 

None Agree Eric Higgs 

Christa 
McLellan 

Pam Scales 

Thomas 
Naughton 

 

The general ledger and 
underlying financial records 
were not reconciled and 
closed in a timely manner. In 
addition, there were 
numerous adjustments that 
should have been identified 
by management which were 
instead identified during the 
audit. 

During fiscal year 2017, the CFO 
continued implementing the strategic 
objective of the Office of the Chief 
Financial Officer (OCFO) to 
restructure and reorganize the 
financial operations of the City.  
During fiscal year 2018 the OCFO 
began documenting new policies and 
procedures for all the major OCFO 
business process life-cycles. This 
will provide standardized and 
consistent administration across all 
OCFO divisions. In addition, the 
OCFO is continually working to 
optimize the functionality of the 
Oracle Cloud ERP system, which 
will assist with overall efficiency and 
productivity. 

 
OCFO has restructured and added a 
Tax Accounting Unit to its Treasury 
function, which will be responsible 
for the timely and accurate recording 
of all tax revenue and receivables, 
including the regular review and 
analysis of all related accounts.  It is 
expected that this unit will be staff 
and operational by the end of the 
fiscal year.  OCFO is in the process 
of developing procedures to govern 
the work of this unit. 

During fiscal year 2018 the Office of the 
Chief Financial Officer (OCFO) began 
documenting new policies and procedures 
for all the major OCFO business process 
lifecycles. This provided standardized and 
consistent administration across all 
OCFO divisions. OCFO has begun 
implementation of the new standardized 
policies and procedures in fiscal year 
2019.  In addition, OCFO established a 
task team to identify root causes and 
develop solutions to the findings noted.  
OCFO also assigned responsible person 
to each general fund ledger account.  In 
addition, OCFO is continually working to 
optimize the functionality of the Oracle 
Cloud ERP system, which will assist with 
overall efficiency and productivity.  

OCFO has also established its Tax 
Accounting Unit and procedures related 
to the recording of transactions and 
distributions.  Processes will continue to 
be refined to improve accuracy.   

To address the specific audit adjustments, 
OCFO will develop a multi-year lookback 
process to accurately estimate the income 
tax allowance for the years administered 
by the State,  implement a procedure for 
the daily reconciliation of tax receipts 
among the bank, subledger and general 

7/1/2019 
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Finding 
No. 

Program 
Name/Financial 

Reporting 
Internal 
Control 

Finding Type 
Criteria 

Questioned 
Costs 

Management 
Views  

Agree or 
Disagree 

Contact 
Person 

 

 

 

Condition Prior Year Response Corrective Action Plan 

Anticipated 
Completion 

Date 

 
Bond transactions will be recorded 
timely with the appropriate level of 
involvement from management on 
the more complicated transactions 
(refundings). 

ledger, implement a Treasury 
Management System, including a Debt 
Management module which will calculate 
most debt related entries, establish an 
internal fund group for Internal Service 
Funds and enhance our EMS collection 
procedures by utilizing a third party 
collection service.   

During the fiscal year 2018, DWSD and 
Great Lakes Water Authority entered into 
a Memorandum of Understanding 
(MOU), which necessitated the 
adjustment of DWSD’s opening balances. 
The MOU resulted in a bifurcation gain. 
The accounting related to this transaction 
was complex, and a onetime event. 
DWSD has used the transaction to 
improve its processes in the categories of 
interfunds and Wayne Country tax 
liability accounting. DWSD will continue 
to improve its processes to ensure all 
journal entries are reconciled and 
recorded prior to the start of future audits. 



City of Detroit 
Corrective Action Plan 

For the Year Ended June 30, 2018 
 

 3

CITY OF DETROIT 
OFFICE OF THE CHIEF FINANCIAL OFFICER 

COLEMAN A. YOUNG MUNICIPAL CENTER 
2 WOODWARD AVENUE, SUITE 1100 
DETROIT, MICHIGAN 48226 
PHONE:  313 -628-2535 
FAX:  313-224-2135 
WWW.DETROITMI.GOV 

 

2018-002 N/A Material 
Weakness 

None Agree Eric Higgs 

Pam Scales 

Christa 
McLellan 

 

The City did not have 
procedures in place to ensure 
all bank accounts were fully 
reconciled to the general 
ledger and the reconciliations 
were performed and reviewed 
timely. The significant delay 
in properly recording 
transactions throughout the 
year on a timely basis 
significantly reduces the 
accuracy of the monthly bank 
reconciliations requiring 
multiple revisions and 
significant delays prior to 
finalization. 

As a part of the implementation 
of the OCFO’s strategic 
objectives to restructure and 
reorganize the financial 
operations of the City the bank 
reconciliation process was 
centralized and accounting staff 
were hired to prepare monthly 
reconciliations.  The City’s 
existing policy includes 
preparation, proper 
identification of reconciling 
items and review by 
appropriate personnel.  Due to 
separation of duties, the 
reconciling items are then 
disseminated to the appropriate 
OCFO personnel for correction.   

The City of Detroit is working 
to develop the process to ensure 
reconciling items are resolved 
and recorded timely by 
appropriate staff.  We note that 
reconciliations go through 
reiterations as reconciling items 
are resolved until the month 
end/period is closed.  We are 
also continually working to 
optimize the functionality of 
the Oracle Cloud ERP system 
to automate the bank 
reconciliation process. 
 
The OCFO is the process of 
selecting a vendor for a new 
Treasury Management system 
as well as redesigning operating 
processes for its Treasury 

The City’s existing policy includes 
preparation, proper identification of 
reconciling items and review by 
appropriate centralized personnel on 
a monthly basis.  Due to separation 
of duties, the bank reconciliations are 
prepared monthly, then the 
reconciling items are then 
disseminated to the appropriate 
OCFO personnel for correction.    To 
address timely recording of cash 
transactions, OCFO has developed a 
Cash Accounting and Auditing Unit 
which is responsible for the daily 
recording and reconciliation of all 
cash transactions.  In addition, to 
facilitate timely resolution of 
outstanding items, OCFO hired 
additional staff to follow-up on 
outstanding reconciling items. We 
are also continually working to 
optimize the functionality of the 
Oracle Cloud ERP system to 
automate the bank reconciliation 
process.   

7/1/2019 
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function.  In addition, OCFO 
has developed a Cash 
Accounting and Auditing Unit 
which will be responsible for 
the daily recording and 
reconciliation of all cash 
transaction.  It is anticipated 
that systems and processes will 
be in place by June 30, 2018 
that will address and correct 
this issue. 
 
The OCFO will develop and 
implement a procedure to 
ensure the timely removal of 
voided checks from both the 
outstanding list and the general 
ledger and a monthly 
reconciliation between the two. 
 
The OCFO continues its 
process to understand the 
purpose for each bank account 
and is developing a 
consolidation plan that will 
result in a pooled cash structure 
with limited bank accounts.  
Over the past year, the OCFO 
has reduced the number of the 
number of bank accounts by 
84%. 
 

DWSD will document a 
process to ensure bank accounts 
are reconciled completely 
during the monthly close 
process so that there are no 
unreconciled differences at the 
beginning of the audit.   
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DWSD will also implement a 
procedure to ensure signature 
cards are updated immediately 
after any personnel changes. 

2018-003 N/A Material 
Weakness 

None Agree Eric Higgs 

Boysie 
Jackson 

Pam Scales 

Denise Starr 

Ursula 
Holland 

There was a lack of 
adequately documented, 
segregated, and 
implemented controls over 
approval processes related 
to the appropriateness of 
certain cash disbursements. 

OCFO will develop policies 
and procedures for income tax 
refunds, which will include an 
approval signoff hierarchy. 

OCFO will issue and 
implement wire processing 
procedures to ensure all 
transactions are reviewed in a 
timely manner. The 
implementation of the Treasury 
Cash Management System will 
also allow users to add support 
directly to fund transfer 
requests. 
 
We also note that The Human 
Resources will continue with 
the implementation of a new 
Human Resources Information 
System (HRIS) and Payroll 
System. This HRIS/Payroll 
implementation will include 
new policies, procedures and 
internal controls, and staff will 
monitor, track and measure the 
adequacy of the internal 
controls. These new policies 
and procedures will also 
include controls over 
compensated absence bank 
payouts.  These new procedures 
will include validation checks 
to ensure that accumulated 
hours are accurate based on 

Human Resources will continue with 
the implementation of the Ultipro 
Human Resources Information 
System (HRIS) and Payroll System. 
Phase 1 was implemented October 
2018.   It includes new policies, 
procedures and internal controls, and 
staff will monitor, track and measure 
the adequacy of the internal controls. 
We have also reassigned the 
initiation of wage changes from 
Payroll Audit to Human Resources to 
ensure proper segregation of duties. 
These new policies and procedures 
will also include controls over 
compensated absence bank payouts, 
validation checks to ensure that 
accumulated hours are accurate 
based on source data and a separate 
review and authorization process to 
ensure accuracy.   

In addition, OCFO will determine if 
the normal AP process will work 
with First Trust payments and if so 
we will work to implement this 
change of policy in fiscal year 2019.  
OCFO current process includes 
scanning and uploading the 
verification of receipt to 
goods/services when the items are 
"received" in the Oracle.  OCFO will 
review existing processes and 
provide additional training to staff.   

Effective July 1, 2018, OCFO has 

7/1/2019 
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source data.  The procedures 
will also include a separate 
review and authorization 
process to ensure accuracy. 

 

established a written policy and 
procedure detailing the requirements 
for the Supplier Registration and 
Automatic Clearing House (ACH) 
processes.  In part, the policy 
requires that the supplier is solely 
responsible for the accuracy of the 
data provided to the City.  An Office 
of Contracting and Procurement 
(OCP) Administrator shall be 
responsible for reviewing the 
completeness of the information 
provided by the supplier during the 
registration process.  For any 
changes/updates to the supplier's 
ACH data, an OCP Administrator 
will follow-up a member of the 
supplier's finance department to 
verify the authenticity of the change 
request to the extent possible.     

2018-004 N/A Material 
Weakness 

None Agree Eric Higgs 

Dave 
Cetlinksi 

Denise Starr 

Ursula 
Holland 

During the audit of the census 
data provided to the actuary, 
several instances of errors 
were noted in the data or there 
was missing data that resulted 
in incomplete information. 

 

 

 

 

 

 

The Retirement System will 
develop and document a 
process to ensure accurate 
information is provided to the 
actuary. This process includes 
an application that will 
compare the pay information 
received from the City to the 
information sent to the 
Actuary. In addition, the 
System completed the Frozen 
Benefits calculation project in 
October of 2017.  The results 
will be provided to the actuary.   

The Retirement System will develop 
and document a process to ensure 
accurate information is provided to 
the actuary. This process includes an 
application that will compare the pay 
information received from the City to 
the information sent to the Actuary. 
In addition, the System will perform 
sample testing on data received prior 
to providing the Actuary. 
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2018-005 N/A Material 
Weakness 

None Agree Eric Higgs 

Pam Scales 

Christa 
McLellan 

Thomas 
Naughton 

Monica 
Johnson 

The City lacked appropriate 
reconciliation procedures and 
overall monitoring of account 
balances that are necessary 
for accurate financial 
reporting during the year. A 
variety of systems, 
decentralized staff, and 
manual procedures are 
required to compile complete 
and accurate financial reports 
which in some cases are not 
being done in a timely 
manner during the year.  In 
addition, procedures are not 
in place to ensure that 
accounts and funds are 
reviewed regularly for 
accuracy and for 
completeness of all 
transactions involving the 
City.  There is no overall 
monitoring of each 
department or funds’ general 
ledger activity both during the 
year and at year end. 

GDRRA lacked the 
appropriate segregation of 
duties due to the limited 
number of people working for 
the Authority. At present, a 
single individual performs the 
majority of the accounting 
functions.  To the extent 
possible, duties should be 
segregated to serve as a check 
and balance and to maintain 
the best control system 

During fiscal year 2017, the 
CFO continued implementing 
the strategic objective of the 
Office of the Chief Financial 
Officer (OCFO) to restructure 
and reorganize the financial 
operations of the City.   During 
fiscal year 2018 the OCFO 
began documenting new policies 
and procedures for all the major 
OCFO business process life-
cycles. This will provide 
standardized and consistent 
administration across all OCFO 
divisions. 
 
In addition, OCFO has 
restructured and added a Tax 
Accounting Unit, which will be 
responsible for the timely and 
accurate recording of all tax 
revenue and receivables, 
including the regular review and 
analysis of all related accounts.  
It is expected that this unit will 
be staff and operational by the 
end of the fiscal year.  OCFO is 
in the process of developing 
procedures to govern the work 
of this unit. 
 
The OCFO is in the process of 
amending the agreement with 
the SOM and in the agreement 
will expressly list the 
information needed for 
completion of the annual audit 
along with required deadlines 

During fiscal year 2018, the OCFO 
began documenting new policies and 
procedures for all the major OCFO 
business process lifecycles. This 
provided standardized and consistent 
administration across all OCFO 
divisions. OCFO has begun 
implementation of the new 
standardized policies and procedures 
in fiscal year 2019.  In addition, 
OCFO established a task team to 
identify root causes and develop 
solutions to the findings noted.  
OCFO also assigned responsible 
person to each general fund ledger 
account.  In addition, the OCFO is 
continually working to optimize the 
functionality of the Oracle Cloud 
ERP system, which will assist with 
overall efficiency and productivity.   

GDRRA believes acceptable checks 
and balances vis –a’-vis accounting 
transactions and reporting are in 
place. All transactions are approved 
by the Director of GDRRA and the 
Board Treasurer ensuring adequate 
approvals for both departmental and 
non-departmental.   

DWSD was aware of an error 
regarding certain billing rate 
changes.  DWSD identified a total of 
three customers whose rates were not 
being updated correctly. The error 
resulted in an under billing of up to 
10.4% of those affected customers 
over a period of not more than 36 
months. The error only occurred 

7/1/2019 



City of Detroit 
Corrective Action Plan 

For the Year Ended June 30, 2018 
 

 8

CITY OF DETROIT 
OFFICE OF THE CHIEF FINANCIAL OFFICER 

COLEMAN A. YOUNG MUNICIPAL CENTER 
2 WOODWARD AVENUE, SUITE 1100 
DETROIT, MICHIGAN 48226 
PHONE:  313 -628-2535 
FAX:  313-224-2135 
WWW.DETROITMI.GOV 

possible. 

DWSD’s process to ensure 
that all customer accounts are 
updated and billed at the 
appropriate rates for water 
and sewage consumption did 
not properly update all 
customer accounts to the 
appropriate water and sewage 
billing rate when the rates 
were changed during the year. 

for completion. 

GDRRA believes acceptable 
checks and balances vis –a’-vis 
accounting transactions and 
reporting are in place. All 
transactions are approved by the 
Director of GDRRA and the 
Board Treasurer ensuring 
adequate approvals for both 
departmental and non-
departmental.  

DWSD will develop and 
document a procedure to ensure 
that all activity in a fund is 
complete, accurate, and logical.  
We will establish monthly 
protocols to monitor and 
perform analysis on each general 
ledger account. 

when an old account was mirrored in 
connection with the creation of a new 
account. DWSD has implemented 
changes to its processes and controls 
to eliminate future such errors. 

2018-006 N/A Material 
Noncompliance 
and Material 
Weakness 

None Agree Eric Higgs 

Pam Scales 

Christa 
McLellan 

Tanya 
Stoudemire 

Lenora 
Olsen 

Charity 
Dean 

There were instances 
identified where the City and 
DTC were not in compliance 
with laws and regulations as 
follows: 

 The City has outstanding 
checks related to payroll, 
accounts payable, and 
property tax refunds that 
have not been escheated 
to the State of Michigan.  
Many of these checks 
have been outstanding for 
several years. 

 The City’s final budget 
for certain nonmajor 
funds resulted in a 
projected deficit. There 

OCFO will develop, document 
and implement a process to 
ensure the timely escheatments 
to the State. 

OCFO is in the process of 
compiling an investment report 
to be provided to City Council 
on a quarterly basis. 

The city will prepare grant 
reconciliations throughout the 
year and make any necessary 
adjustments at the individual 
grant level. 

 
As part of the CFO’s strategic 
objectives to restructure and 
reorganize the financial 
operations of the City, monthly 

In fiscal year 2019, OCFO will 
develop, document and implement a 
procedure to escheat all applicable 
liabilities to the State of Michigan.  
This procedure will require 
escheatment to the State within the 
appropriate amount of time to avoid 
incurring additional fees.   OCFO has 
prepared an investment report and 
began submitting it to City Council 
in fiscal year 2019.   

 

OCFO has an existing policy and 
standardized process to ensure grant 
expenditures are identified in a 
timely manner and properly recorded 
in the general ledger throughout the 
fiscal year.  OCFO also has an 

7/1/2019 
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were expenditures 
incurred against 
appropriations in excess 
of the amount 
appropriated by the City 
Council. In addition, 
several funds did not have 
an approved budget.  

 Quarterly investment 
reports were not provided 
to the City Council. 

 The City and DTC’s 
process to accumulate 
transactions related to 
fiscal year 2018 into its 
general ledger did not 
allow for timely 
identification of and 
proper reporting of 
accurate financial 
information.   

 The City was unable to 
provide support of 
verification in accordance 
with the Detroit-Based 
Business certification 
process and also did not 
require a vendor to have a 
year of residency in 
Detroit.. 

budget reports are prepared and 
meetings conducted by OCFO 
and the City departments to 
monitor and analyze the budget 
to prevent recurring violations of 
the Uniform Budgeting and 
Accounting Act. These monthly 
budget-to-actual reports are 
shared with the CFO and the 
Mayor’s team to maintain 
compliance with the budget. 
Subsequent to June 30, 2017, 
City Council and the Detroit 
Financial Review Commission 
authorized budget amendments 
for the General Fund to be 
posted to June 2017. As a result 
of the actions by City Council, 
the City did not incur 
expenditures in the General 
Fund in excess of the amount 
ultimately appropriated by City 
Council. 

established process to review 
subsequent payments made after the 
fiscal year to identify any required 
accruals.  Given the lag experienced 
with vendor billings, the accrual 
review process can extend up to 120 
days after the fiscal yearend.  OCFO 
will continue our efforts to ensure 
that the grant ledger are accurate and 
complete.  

As part of the CFO’s strategic 
objectives to restructure and 
reorganize the financial operations of 
the City, monthly budget reports are 
prepared and meetings conducted by 
OCFO and the city departments to 
monitor and analyze the budget to 
prevent recurring violations of the 
Uniform Budgeting and Accounting 
Act. These monthly budget-to-actual 
reports are shared with the CFO and 
the Mayor's team to maintain 
compliance with the budget and will 
allow us to continue our efforts to 
address these violations that occur as 
a result of posting errors. 

The Civil Rights, Inclusion, & 
Opportunity Department will 
continue to follow the established 
certification process and perform 
quality checks. We have updated our 
database monitoring systems and we 
are expanding the team to meet the 
demand of business certification 
applications. 

2018-007 Special 
Supplemental 
Nutrition 

Significant 
Deficiency None Agree Eric Higgs 

Dr. Joneigh 
Khaldun 

Controls in place did not 
minimize the time elapsing 
between the transfer of funds 

OCFO has implemented process 
improvements to ensure that 
vendor invoices are approved for 
payment in a timely manner and 

OCFO is continuing to implement 
process improvements to ensure that 
vendor invoices are approved for 
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Program for 
Women, Infants, 
and Children 
(WIC) 

Department of 
Health and 
Human Services 
Health 
Resources and 
Services 
Administration – 
HIV Emergency 
Relief Program 
Grants (Ryan 
White) 

Pam Scales from HRSA (Ryan White 
HIV/AIDS Program Part A) 
and Michigan Department of 
Health and Human Services 
(WIC) and the disbursements 
to the City of Detroit, 
Michigan’s subrecipients. 

that payments are made within a 
time frame not exceeding the 30-
day requirement. 

payment in a timely manner and that 
payments are made within a 
timeframe not exceeding the 30-day 
requirement. 

2018-008 Department of 
Health and 
Human Services 
Health 
Resources and 
Services 
Administration – 
HIV Emergency 
Relief Program 
Grants (Ryan 
White) 

Material 
Noncompliance 
with Laws and 
Regulations 

None Agree Boysie 
Jackson 

Ryan 
Friedrichs 

The City contracts with a 
subrecipient to assist with 
administering the Ryan White 
program. The City did not 
clearly identify its 
relationship with the 
subrecipient resulting in a 
potential noncompliance with 
its conflict of interest 
policies. 

NA – new finding The City of Detroit will review, and 
update as necessary, the conflict of 
interest policy in relation to 1) sub-
recipient contracts with their sub-
recipients; and 2)  written standards 
of conduct covering conflicts of 
interest, as it relates to any 
administrative or other duties or 
services performed for sub-
recipients. 

7/1/2019 

2018-009 Housing and 
Urban 
Development 
(HUD), 
Community 
Development 
Block Grant 
Entitlement 
Cluster, 
Community 
Development 
Block Grant 

Material 
Noncompliance 
with Laws and 
Regulations 

Unknown Agree Donald 
Rencher 

Ryan 
Friedrichs 

 

In May 2018, the HUD 
Detroit Field Office, 
conducted an on-site 
monitoring of the CDBG 
program in order to assess the 
City’s performance and 
compliance with applicable 
program regulations and 
requirements. The following 
matters were identified: 

1. There were 
insufficient records to support 

NA – new finding The Housing and Revitalization 
Department  concurs with this 
finding and is working to revise 
policies and procedures as well as 
implement all other appropriate 
corrective action for future 
compliance 
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Program 
(CDBG) 

that a subrecipient’s program 
activities met the Low- to- 
Moderate Income Area 
(LMA) national objective per 
24 CFR 570.208(a)(1) and 24 
CFR 570.506(b)(2) and 
erroneous reporting in the 
Integrated Disbursement and 
Information System (IDIS). 

2. There were 
insufficient records to 
evidence meeting the 
Economic Development 
Underwriting and Public 
Benefit Standard 
requirements for the City’s 
subrecipient’s activity. 

3. The City did not 
maintain adequate oversight 
of a particular subrecipient to 
ensure costs complied with a 
CDBG-eligible activity and 
the cost principles per the 
Uniform Administrative 
Requirements. 

2018-010 Housing and 
Urban 
Development 
(HUD), 
Community 
Development 
Block Grant 
Entitlement 
Cluster, 
Community 
Development 
Block Grant 
Program 

Material 
Weakness Unknown Agree Donald 

Rencher 

Ryan 
Friedrichs 

Pam Scales 

In May 2018, the HUD 
Detroit Field Office, 
conducted an on-site 
monitoring of the CDBG 
program in order to assess the 
City’s performance and 
compliance with applicable 
program regulations and 
requirements.  The following 
matter was identified: 

During HUD’s limited review 
of the Detroit 0 percent Home 
Repair Loans Program, it was 

NA – new finding The Housing and Revitalization 
Department  concurs with this 
finding and is working to revise 
policies and procedures as well as 
implement all other appropriate 
corrective action for future 
compliance 
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(CDBG) noted that the City violated its 
Federal procurement 
requirements in securing 
construction management 
services. 
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December 14, 2018  

To the Honorable Mayor Michael E. Duggan and  
the Honorable Members of the City Council 

City of Detroit, Michigan  

We have audited the financial statements of the City of Detroit, Michigan (the “City”), as well as the 
separately issued basic financial statements for the Detroit Department of Transportation and the Detroit 
Water and Sewerage Department, as of and for the year ended June 30, 2018, and have issued our 
report thereon dated December 14, 2018. Professional standards require that we provide you with the 
following information related to our audit. 

Our Responsibility Under U.S. Generally Accepted Auditing Standards  

As stated in contract #6000238 with the City, our responsibility, as described by professional standards, 
is to express an opinion about whether the financial statements prepared by management with your 
oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted 
accounting principles. Our audit of the financial statements does not relieve you or management of your 
responsibilities. Our responsibility is to plan and perform the audit to obtain reasonable, but not absolute, 
assurance that the financial statements are free of material misstatement. 

As part of our audit, we considered the internal control of the City. Such considerations were solely for 
the purpose of determining our audit procedures and not to provide any assurance concerning such 
internal control. 

We are responsible for communicating significant matters related to the audit that are, in our professional 
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are 
not required to design procedures specifically to identify such matters. 

We have noted the following instances of noncompliance with laws and regulations during the course of 
our audit:  

 The City was not in compliance with the State of Michigan’s Uniform Unclaimed Property Act, Public 
Act 29 of 1995. The City failed to properly escheat balances to the State as required. As a result, the 
City is subject to interest and penalties on the amount that should have been escheated. 

 The City was not in compliance with the Detroit-Based Business certification process, which requires 
the City to perform verification for race, gender, and ownership percentages provided in the 
minority/women-owned business affidavit. 

 The City was not in compliance with the State of Michigan Public Act 2 of 1968, Uniform Budgeting 
and Accounting Act, Section 141.438 (3), which requires the City to not incur expenditures against 
an appropriation account in excess of the amount appropriated by the City Council. As noted in Note 
2(a) to the financial statements, some of the City’s actual expenditures exceeded their appropriations 
for the year ended June 30, 2018. In addition, the City budgeted for a deficit in certain funds. 

 Public Act 213 of 2007 requires quarterly investment reports to be provided to City Council; such 
reports were not issued. 

Danielle.Hale
Southfield

Danielle.Hale
Praxity
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Our audit of the City’s financial statements has also been conducted in accordance with Government 
Auditing Standards, issued by the Comptroller General of the United States. Under Government Auditing 
Standards, we are obligated to communicate certain matters that come to our attention related to our 
audit to those responsible for the governance of the City, including compliance with certain provisions of 
laws, regulations, contracts, grant agreements, certain instances of error or fraud, illegal acts applicable 
to government agencies, and significant deficiencies in internal control that we identify during our audit. 
Toward this end, we issued a separate letter dated December 14, 2018 regarding our consideration of 
the City’s internal control over financial reporting and on our tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements.  

Planned Scope and Timing of the Audit 

We performed the audit according to the planned scope and timing previously communicated to you in 
our meeting about planning matters on July 18, 2018. 

Significant Audit Findings  

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. In accordance 
with the terms of our engagement letter, we will advise management about the appropriateness of 
accounting policies and their application. The significant accounting policies used by the City are 
described in Note 1 to the financial statements.  

As described in Note 1 to the financial statements, the City adopted GASB Statement No. 75, Accounting 
and Financial Reporting for Postemployment Benefits Other than Pensions, which records a liability 
related to other postemployment benefits (death benefits) in the financial statements.  

We noted no transactions entered into by the City during the year for which there is a lack of authoritative 
guidance or consensus.  

We noted no significant transactions that have been recognized in the financial statements in a different 
period than when the transaction occurred.  

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions 
about future events. Certain accounting estimates are particularly sensitive because of their significance 
to the financial statements and because of the possibility that future events affecting them may differ 
significantly from those expected. The most sensitive estimates affecting the financial statements and 
the basis for the estimated amounts are as follows: 

Estimate Amount Basis for Estimate 
Accrued claims and judgments Approximately $76 million 

(from Note 11) 
The estimated probable loss that 
will result from ongoing litigation 
involving general and automobile 
claims is derived by analysis 
performed on a case-by-case 
basis from both internal and 
external legal counsel. 
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Accrued workers’ compensation Approximately $71 million Derived from an actuarial report 
prepared by an independent third 
party. The report was based on 
certain assumptions pertaining to 
actual loss development 
patterns, which are augmented 
with industry benchmark loss 
development patterns. 
 

Allowance for doubtful accounts Approximately $450 million Derived from management’s 
analysis of historical collection 
trends for accounts receivable 
for property taxes, income tax, 
special assessments, and other 
receivables that are unlikely to 
be collected by the City. 
 

Property tax overpayment 
liability 

Approximately $6 million 
remaining liability 

The balance consists of 
overpayments outstanding per 
the City’s detailed analysis. Tax 
payments outstanding for greater 
than six years were written off in 
accordance with the Corporation 
Counsel’s analysis of relevant 
statutes. 
 

Net pension liability, deferred 
inflows and outflows, and 
pension expense 

Net pension liability is 
approximately $1.76 billion as 
of June 30, 2017 (the 
measurement date). See Note 
8 for disclosure of other 
pension amounts. 

Derived from independent third-
party actuarial reports. These 
valuations are based on certain 
assumptions pertaining to 
mortality, expected returns on 
plan assets, and future 
contributions from the City.  
 

Grand bargain receivable Approximately $179 million Based on discounted present 
value of expected cash flows. 
 

 
We evaluated the key factors and assumptions used to develop the estimates above in determining that 
they are reasonable in relation to the financial statements taken as a whole. 

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement 
disclosures are particularly sensitive because of their significance to financial statement users. The most 
sensitive disclosures affecting the financial statements were the disclosure of the long-term obligation 
disclosures included in Note 7, the pension disclosures in Note 8, the other postemployment benefits in 
Note 9, the risk management disclosures in Note 10, the bankruptcy disclosures in Note 12, and the 
subsequent event disclosures in Note 14. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing our 
audit.  
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Disagreements with Management 

For the purpose of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could 
be significant to the financial statements or the auditor’s report. We are pleased to report that no such 
disagreements arose during the course of our audit.  

Corrected and Uncorrected Misstatements  

Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are trivial, and communicate them to the appropriate level of management. 
Significant misstatements impacting the following areas were detected as a result of audit procedures 
and were corrected by management: receivables and related allowances, various liabilities including 
long-term debt, interfund balances, pension, other postemployment benefits, deferred inflows, deferred 
outflows, revenue, expenses, component unit reporting, and capital assets. 

In addition, the attached schedule summarizes uncorrected misstatements of the financial statements. 
Management has determined that their effects are immaterial, both individually and in the aggregate, to 
the financial statements taken as a whole.  

Significant Findings or Issues  

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, business conditions affecting the City, and business plans and strategies that may affect the 
risks of material misstatement, with management each year prior to our retention as the City’s auditors. 
However, these discussions occurred in the normal course of our professional relationship, and our 
responses were not a condition of our retention.  

Management Representations  

We have requested certain representations from management that are included in the management 
representation letter dated December 14, 2018.  

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application 
of an accounting principle to the City’s financial statements or a determination of the type of auditor’s 
opinion that may be expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, 
there were no such consultations with other accountants. 

Other Information in Documents Containing Audited Financial Statements  

Our responsibility for other information in documents containing the City’s financial statements and report 
does not extend beyond the financial statements. We do not have an obligation to determine whether or 
not such other information is properly stated. However, we read the introductory and statistical sections 
of the Comprehensive Annual Financial Report, and nothing came to our attention that caused us to 
believe that such information, or its manner of presentation, is materially inconsistent with the information 
or manner of its presentation appearing in the financial statements. 
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This information is intended solely for the use of the mayor, City Council, and management of the City 
and is not intended to be and should not be used by anyone other than these specified parties. 

Very truly yours, 

Plante & Moran, PLLC 

 
Stacey Reeves  
Partner 

 
Beth Bialy  
Partner 
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Schedule of Uncorrected Misstatements 

Governmental Activities  

 To record capital assets related to ongoing street resurfacing project - $3,737,200 increase to long-
term assets and decrease to expenses 

 To record grant-related equipment received prior to year end but not capitalized - $2,182,372 increase 
to long-term assets and decrease to expenses 

 To record projected misstatement in compensated absence balances related to sick pay - 
$14,893,000 increase to expense, $8,042,220 increase to long-term liabilities, and $6,850,780 
increase to current liabilities 

 To adjust the property tax escheatment liability - $1,562,440 decrease to current liabilities and 
increase to revenue 

 To accelerate depreciation on Joe Louis Arena - $2,634,458 decrease to long-term assets and 
increase to expenses 

 The City passed on disclosing the amount related to covered payroll for the OPEB plan, as required 
by GASB Statement No. 82, as this amount is unavailable. 

Governmental Activities and General Fund 

 Unsubstantiated amounts reported in the undistributed receipts accounts - $1,091,162 decrease to 
current liabilities and increase to revenue 

 To remove 2018 assessment cases from the calculation for the Michigan Tax Tribunal liability - 
$1,919,721 decrease to current liabilities and increase to revenue 

 To adjust the income and property tax allowance - $4,469,389 decrease to current assets and 
deferred inflows 

 To record unbilled fire department services - $1,700,000 increase to current assets and revenue 

 The City does not currently have a multi-year lookback process in place to track and analyze the 
estimate of the allowance against income tax receivables 

 To adjust estimate for contingent liabilities for known settlements - $2,144,561 increase to current 
liabilities and expense 

Governmental, Business-type Activities, Water Fund, and Sewer Fund 

 Covered payroll for the Legacy Plan was not available and, therefore, covered payroll for the hybrid 
plan was used for reporting in the required supplementary information. Also, covered payroll reported 
in the required supplementary information for the Legacy Plan excludes overtime and longevity pay, 
which was included as compensation for the purpose of determining employer contributions. GASB 
Statement No. 82 requires reported covered payroll to be the payroll on which contributions to the 
plan are based. 

Water Fund 

 To record projected misstatement in compensated absence balances related to sick pay to increase 
current liabilities by $1,493,347; long-term liabilities by $1,753,059; and expense by $3,246,406 
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Schedule of Uncorrected Misstatements 
(Continued) 

Sewer Fund 

 To record projected misstatement in compensated absence balances related to sick pay to decrease 
current liabilities by $1,106,678; long-term liabilities by $1,299,144; and expense by $2,405,822 

DDOT Fund 

 To record projected misstatement in compensated absence balances related to sick pay to decrease 
current liabilities by $377,805; long-term liabilities by $443,510; and expense by $821,315 

Governmental Activities and Aggregate Remaining Fund Information 

 Unsubstantiated amounts reported in undistributed receipts accounts - $1,376,466 decrease to 
current liabilities and increase to revenue 

 Reporting of two immaterial fiduciary funds and trust funds (Employment Benefits Fund and 
Employee Disability Income Fund) that more appropriately should be reflected as internal service 
funds 

 To recognize revenue from program income related to HOME loans - $1,464,375 decrease to current 
liabilities and increase to revenue 

Discretely Presented Component Units 

 To record activity of JEPAB discretely presented component unit - $758,000 increase to current 
assets and equity 
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