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PURCHASING ITEM
FOR

COUNCIL AGENDA

1. Agenda Item Number:

\U
2. Council Meeting Date:
May 23,2013

TO:

THROUGH:

MAYOR & COUNCIL

CITY MANAGER

3. Date Prepared: May 1, 2013

4. Requesting Department:

Management Services

5. SUBJECT: Award of Agreement No. AC3-946-3212 for Professional Auditing Services with Heinfeld
Meech, LLC, P.C. for one year in an amount not to exceed $101,006.

6. RECOMMENDATION: Approval of Agreement No. AC3-946-3212 for Professional Auditing Services
with Heinfeld Meech, LLC, P.C. for one year in an amount not to exceed $101,006.

7. HISTORICAL BACKGROUNDIDISCUSSION: The City is required by City Charter and state statute to
issue an annual audited financial report. In addition, federal law requires the City to undergo an annual
single audit of federal financial assistance. The scope of services includes audit work for the City, the
Chandler Health Care Benefit Trust, the Chandler Worker's Compensation and Employer Liability Trust and
the Chandler Cultural Foundation.

8. EVALUATION PROCESS: On March 21, 2013, the City issued RFP AC3-946-3212 for Professional
Auditing Services. The RFP was advertised and all registered vendors were notified of the solicitation. A
Pre-Proposal Conference was held April 1, 2013. Following the conference, an addendum was issued.
Five (5) proposals were received on April 9, 2013. An evaluation committee comprised of members from
Accounting, Budget and Purchasing reviewed the proposals in accordance with established City
procedures. The evaluation committee recommended the agreement be awarded to Heinfeld Meech, LLC.
P. C. The term of the recommended agreement will be June 1, 2013 through May 31, 2014 with the option
to extend four (4) additional successive one-year terms.

9. FINANCIAL IMPLICATIONS: Funds totaling $101,006 for the FY 2012-2013 audits are available in FY
2013-14 from the following:

General Fund Accounting

General Fund Non-Departmental

General Fund Fire Administration

Highway User Revenue Fund (HURF)

Local Transportation Assistance Fund (LTAF)

Community Development Block Grant Fund (CDBG)

PHA Family Sites Fund

PHA Elderly and Scattered Sites Fund

PHA Section 8 Vouchers Fund

Solid Waste Operating Fund

Chandler Workers Compensation & Employer Liability Trust Fund

Chandler Health Care Trust Fund for Calendar Year 2013

Chandler Cultural Foundation

Total Not To Exceed For Audit Services

101.1230.5212.0.0.0

101.1290.5219.0.0.0

101.2210.5212.0.0.0

215.3300.5212.0.0.0

216.3340.5212 .0.0.0

219.4700.5212.BG1213

224.4650.5212.0.0.0

227.4650.5212.0.0.0

233.4650.5212.0.0.0

625.3700.5219.0.0.0

736.1230.5212.0.0.0

741.1230.5212.0.0.0

$ 60,886

$ 3,822

$ 1,255

$ 1,201

$ 1,255

$ 3,335

$ 2,450

$ 2,000

$ 3,338

$ 2,510

$ 3,782

$ 5,952

$ 9,220

$ 101,006



10. PROPOSED MOTION: Move to approve Agreement No. AC3-946-3212 for Professional Auditing
Services with Heinfeld Meech, LLC, P.C. for one year in an amount not to exceed $101,006.

ATTACHMENT: Agreement

APPROVALS

11. ~qUesting Department 12l1:,::"l;2iL~n!'Burcz&nti~C/

Dawn LanQ, ManaQeme Services Director

13. Procurement and Materials Supervisor 14. City Manager

~~~r,CPPB ~~
Rich Dlugas

CC Form 10 -10102



CITY OF CHANDLER SERVICES AGREEMENT
AUDIT SERVICES

AGREEMENT NO.: AC3-946-3212

THIS AGREEMENT is made and entered into this __ day of , 2013, by and
between the City of Chandler, a Municipal Corporation of the State of Arizona, hereinafter
referred to as "CITY", and Heinfeld Meech, LLC, hereinafter referred to as "CONTRACTOR".

WHEREAS, CONTRACTOR represents that CONTRACTOR has the expertise and is qualified
to perform the services described in the Agreement.

NOW THEREFORE, in consideration of the mutual promises and obligations set forth herein,
the parties hereto agree as follows:

1. CONTRACT ADMINISTRATOR:

1.1. Contract Administrator. CONTRACTOR shall act under the authority and approval of
the Accounting Manager/designee (Contract Administrator), to provide the services
required by this Agreement.

1.2. Key Staff. This Contract has been awarded to CONTRACTOR based partially on the
key personnel proposed to perform the services required herein. CONTRACTOR shall
not change nor substitute any of these key staff for work on this Contract without prior
written approval by CITY.

1.3. Subcontractors. During the performance of the Agreement, CONTRACTOR may
engage such additional SUBCONTRACTORS as may be required for the timely
completion of this Agreement. In the event of subcontracting, the sole responsibility for
fulfillment of all terms and conditions of this Agreement rests with CONTRACTOR.

1.4. Subcontracts. CONTRACTOR shall not enter into any Subcontract under this Contract
for the performance of this Contract without the advance written approval of CITY. The
subcontract shall incorporate by reference the terms and conditions of this Contract.

2. SCOPE OF WORK: CONTRACTOR shall conduct Professional Audit Services for the
City, all as more specifically set forth in the Scope of Work, labeled Exhibit B, attached
hereto and made a part hereof by reference and as set forth in the Specifications and
details included therein. In addition to Exhibit B, the Scope of Work, Exhibit B-1 is part
of the Response to the RFP for this Contract submitted by CONTRACTOR.
CONTRACTOR is required to perform the tasks set forth in the Scope of Work Exhibit B
and the tasks and responsibilities set forth in Exhibit B-1 as part of this Agreement.
Exhibit B shall take precedence over Exhibit B-1 if any conflict arises.

2.1. Non-Discrimination. The CONTRACTOR shall comply with State Executive Order No.
99-4 and all other applicable City, State and Federal laws, rules and regulations,
inclUding the Americans with Disabilities Act.

2.2. Licenses. CONTRACTOR shall maintain in current status all Federal, State and local
licenses and permits reqUired for the operation of the business conducted by the
CONTRACTOR as applicable to this contract.
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2.3. Advertising, Publishing and Promotion of Contract. The CONTRACTOR shall not
use, advertise or promote information for benefit concerning this Contract without the
prior written approval of the CITY.

2.4. Compliance With Applicable Laws. CONTRACTOR shall comply with all applicable
Federal, state and local laws, and with all applicable licenses and permit requirements.

2.4.1 Pursuant to the provisions of AR.S. § 41-4401, the Contractor hereby warrants to the
City that the Contractor and each of its subcontractors ("Subcontractors") will comply
with all Federal Immigration laws and regulations that relate to the immigration status of
their employees and the requirement to use E-Verify set forth in AR.S. §23-214(A)
(hereinafter "Contractor Immigration Warranty").

2.4.2 A breach of the Contractor Immigration Warranty (Exhibit A) shall constitute a material
breach of this Contract that is subject to penalties up to and including termination of the
contract.

2.4.3 The City retains the legal right to inspect the papers of any Contractor or Subcontractor
employee who works on this Contract to ensure that the Contractor or Subcontractor is
complying with the Contractor Immigration Warranty. The Contractor agrees to assist
the City in the conduct of any such inspections.

2.4.4 The City may, at its sole discretion, conduct random verifications of the employment
records of the Contractor and any Subcontractors to ensure compliance with Contractors
Immigration Warranty. The Contractor agrees to assist the City in performing any such
random verifications.

2.4.5 The provisions of this Article must be included in any contract the Contractor enters into
with any and all of its subcontractors who provide services under this Contract or any
subcontract. "Services" are defined as furnishing labor, time or effort in the State of
Arizona by a contractor or subcontractor. Services include construction or maintenance
of any structure, building or transportation facility or improvement to real property.

2.4.6 In accordance with A.R.S. §35-393.06, the Contractor hereby certifies that the Offeror
does not have scrutinized business operations in Iran.

2.5. In accordance with AR.S. §35-391.06, the Contractor hereby certifies that the Offeror
does not have scrutinized business operations in Sudan.

3. ACCEPTANCE AND DOCUMENTATION: Each task shall be reviewed and approved
by the Contract Administrator to determine acceptable completion.

3.1. Records. The CONTRACTOR shall retain and shall contractually require each
SUBCONTRACTOR to retain all data and other "records" relating to the acquisition and
performance of the Contract for a period of five years after the completion of the
Contract.

3.2. Audit. At any time during the term of this Contract imd five (5) years thereafter, the
CONTRACTOR'S or any SUBCONTRACTOR'S books and records shall be subject to
audit by the City to the extent that the books and records relate to the performance of
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the Contract or Subcontract. Upon request, the CONTRACTOR shall produce a legible
copy of any or all such records.

3.3. New/Current Products. All equipment, materials, parts and other components
incorporated in the work or services performed pursuant to this Contract shall be new, or
the latest model and of the most suitable grade for the purpose intended. All work shall
be performed in a skilled and workmanlike manner.

3.4. Property of CITY. Any materials, including reports, computer programs and other
deliverables, created under this Contract are the sole property of CITY. CONTRACTOR
is not entitled to a patent or copyright on those materials and may not transfer the patent
or copyright to anyone else. CONTRACTOR shall not use or release these materials
without the prior written consent of CITY.

4.1. PRICE: CITY shall pay to CONTRACTOR the sum of one hundred and one thousand
and six dollars ($101,006) for the first contract year for the work and services described
herein, which sum shall include all costs or expenses incurred by CONTRACTOR,
payable as set forth in Exhibit B, attached hereto and made a part hereof by reference.

4.2. Taxes. CONTRACTOR shall be solely legally responsible for any and all tax obligations,
which may result out of CONTRACTOR'S performance of this Contract. CITY shall have
no legal obligation to pay any amounts for taxes, of any type, incurred by
CONTRACTOR. City agrees that Contractor may bill the City for applicable privilege
license taxes which are paid for by Contractor and that the City will reimburse Contractor
for privilege license taxes actually paid by Contractor. If Contractor obtains any refund
of privilege license taxes paid, City will be entitled to a refund of such amounts.

4.3. CONTRACTOR shall be solely responsible for any and all tax obligations, which may
result out of the CONTRACTOR'S performance of this Agreement. The CITY shall have
no obligation to pay any amounts for taxes, of any type, incurred by the CONTRACTOR.

Payment. A separate invoice shall be issued for each shipment of material or service
performed, and no payment will be issued prior to receipt of material and/or completion
of specified services and receipt of a correct invoice.

4.4. IRS W9 Form. In order to receive payment CONTRACTOR shall have a current I.R.S.
W9 Form on file with CITY, unless not required by law.

5. TERM:

5.1. The base term of the Contract term is one year (June 1, 2013 thru May 31,2014) but
may be extended by mutual agreement of the parties for up to four (4) additional
successive terms of one year each. .

6. USE OF THIS CONTRACT: The Contract is for the sole convenience of the City of
Chandler. CITY reserves the rights to obtain like services from another source to secure
significant cost savings or when timely completion cannot be met by CONTRACTOR.
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6.1. Emergency Purchases: CITY reserves the rights to purchase from other sources those
items, which are required on an emergency basis and cannot be supplied immediately
by the CONTRACTOR.

7. CITY'S CONTRACTUAL REMEDIES:

7.1. Right to Assurance. If the City in good faith has reason to believe that the
CONTRACTOR does not intend to, or is unable to perform or continue performing under
this Contract, the Contract Administrator may demand in writing that the CONTRACTOR
give a written assurance of intent to perform. Failure by the CONTRACTOR to provide
written assurance within the number of Days specified in the demand may, at the City's
option, be the basis· for terminating the Contract in addition to any other rights and
remedies provided by law or this Contract.

7.2. Stop Work Order. The City may, at any time, by written order to the CONTRACTOR,
require the CONTRACTOR to stop all or any part, of the work called for by this Contract
for period(s) of days indicated by the City after the order is delivered to the
CONTRACTOR. The order shall be specifically identified as a stop work order issued
under this clause. Upon receipt of the order, the CONTRACTOR shall immediately
comply with its terms and take all reasonable steps to minimize the incurrence of costs
allocable to the work covered by the order during the period of work stoppage.

7.3. If a stop work order issued under this clause is canceled or the period of the order or any
extension expires, the CONTRACTOR shall resume work. The Contract Administrator
shall make an equitable adjustment in the delivery schedule or Contract price, or both,
and the Contract shall be amended in writing accordingly.

7.4. Non-exclusive Remedies. The rights and the remedies of the City under this Contract
are not exclusive.

7.5. Nonconforming Tender. Services and materials supplied under this Contract shall fully
comply with Contract requirements and specifications. Services or materials that do not
fully comply constitute a breach of contract.

7.6. Right of Offset. The City shall be entitled to offset against any sums due
CONTRACTOR, any expenses or costs incurred by the City, or damages assessed by
the City concerning the CONTRACTOR'S non-conforming performance or failure to
perform the Contract, including expenses to complete the work and other costs and
damages incurred by CITY.

8. TERMINATION:

8.1. Termination for Convenience: CITY reserves the right to terminate this Agreement or
any part thereof for its sole convenience with thirty (30) days written notice. In the event
of such termination, CONTRACTOR shall immediately stop all work hereunder, and shall
immediately cause any of its suppliers and subCONTRACTORs to cease such work. As
compensation in full for services performed to the date of such termination, the
CONTRACTOR shall receive a fee for the percentage of services actually performed.
This fee shall be in the amount to be mutually agreed upon by the CONTRACTOR and
CITY, based on the agreed Scope of Work. ·If there is no mutual agreement, the
Management Services Director shall determine the percentage of work performed under
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each task detailed in the Scope of Work and the CONTRACTOR'S compensation shall
be based upon such determination and CONTRACTOR'S fee schedule included herein.

8.2. Termination for Cause: City may terminate this Agreement for Cause upon the
occurrence of anyone or more of the following events:

1) If CONTRACTOR fails to perform pursuant to the terms of this Agreement
2) If CONTRACTOR is adjudged a bankrupt or insolvent;
3) If CONTRACTOR makes a general assignment for the benefit of creditors;
4) If a trustee· or receiver is appointed for CONTRACTOR or for any of

CONTRACTOR'S property;
5) If CONTRACTOR files a petition to take advantage of any debtor's act, or to

reorganize under the bankruptcy or similar laws;
6) If CONTRACTOR disregards laws, ordinances, rules, regulations or orders of any

public body having jurisdiction;
7) Where Agreement has been so terminated by CITY, the termination shall not affect

any rights of CITY against CONTRACTOR then existing or which may thereafter
accrue.

8.3. Cancellation for Conflict of Interest Pursuant to A.R.S. § 38-511, CITY may cancel
this Contract after Contract execution without penalty or further obligation if any person
significantly involved in initiating,negotiating, securing, drafting or creating the Contract
on behalf of the City is or becomes at any time while this Contract or an extension of this
Contract is in effect, an employee of or a consultant to any other party to this Contract.
The cancellation shall be effective when the CONTRACTOR receives written notice of
the cancellation unless the notice specifies a later time.

8.4. Gratuities. CITY may, by written notice, terminate this Contract, in whole or in part, if
CITY determines that employment or a Gratuity was offered or made by CONTRACTOR
or a representative of CONTRACTOR to any officer or employee of CITY for the purpose
of influencing the outcome of the procurement or securing this Contract, an amendment
to this Contract, or favorable treatment concerning this Contract, including the making of
any determination or decision about contract performance. The CITY, in addition to any
other rights or remedies, shall be entitled to recover exemplary damages in the amount
of three times the value of the Gratuity offered by CONTRACTOR.

8.5. Suspension or Debarment. CITY may, by written notice to the CONTRACTOR,
immediately terminate this Contract if CITY determines that CONTRACTOR has been
debarred, suspended or otherwise lawfully prohibited from participating in any public
procurement activity, including but not limited to, being disapproved as a
SUBCONTRACTOR of any public procurement unit or other governmental body.
Submittal of an offer or execution of a contract shall attest that the CONTRACTOR is not
currently suspended or debarred. If CONTRACTOR becomes suspended or debarred,
CONTRACTOR shall immediately notify CITY.

8.6. Continuation of Performance Through Termination. The CONTRACTOR shall
continue to perform, in accordance with the requirements of the Contract, up to the date
of termination, as directed in the termination notice.

8.7. No Waiver. Either party's failure to insist on strict performance of any term or condition
of the Contract shall not be deemed a waiver of that term or condition even if the party
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accepting or acquiescing in the nonconforming performance knows of the nature of the
performance and fails to object to it.

8.8. Availability of Funds for the next Fiscal Year. Funds may not presently be available
under this agreement beyond the current fiscal year. No legal liability on the part of the
CITY for services may arise under this agreement beyond the current fiscal year until
funds are made available for performance of this agreement. The CITY may reduce
services or terminate this agreement without further recourse, obligation, or penalty in
the event that insufficient funds are appropriated. The City Manager shall have the sole
and unfettered discretion in determining the availability of funds.

9. FORCE MAJEURE: Neither party shall be responsible for delays or failures in
performance resulting from acts beyond their control. Such acts shall include, but not be
limited to, acts of God, riots, acts of war, epidemics, governmental regulations imposed
after the fact, fire, communication line failures, power failures, or earthquakes.

10. DISPUTE RESOLUTION:

10.1. Arizona Law. This Agreement shall be governed and interpreted according to the laws
of the State of Arizona.

10.2. Jurisdiction and Venue. The parties agree that this Agreement is made in and shall be
performed in Maricopa County. Any lawsuits between the Parties arising out of this
Agreement shall be brought and concluded in the courts of Maricopa County in the State
of Arizona, which shall have exclusive jurisdiction over such lawsuits.

10.3. Fees and Costs. Except as otherwise agreed by the parties, the prevailing party in any
adjudicated dispute relating to this Agreement is entitled to an award of reasonable
attorney's fees, expert witness fees and costs inclUding, as applicable, arbitrator fees;
provided, however, that no award of attorney's fees shall exceed ten percent (10%) of
the damages awarded the prevailing party unless the non-prevailing party has been
determined to have acted in bad faith or in a frivolous manner during the adjudication.

11. INDEMNIFICATION: To the fullest extent permitted by law, CONTRACTOR, its
successors, assigns and guarantors, shall defend, indemnify and hold harmless City and
any of its elected or appointed officials, officers, directors, commissioners, board members,
agents or employees from and against any and all allegations, demands, claims,
proceedings,. suits, actions, damages, including, without limitation, property damage,
environmental damages, personal injury and wrongful death claims, losses, expenses
(including claim adjusting and handling expenses), penalties and fines (including, but not
limited to, attorney fees, court costs, and the cost of appellate proceedings), judgments
or obligations, which may be imposed upon or incurred by or asserted against the City
by reason of this Agreement or the services performed or permissions granted under it,
or related to, arising from or out of, or resulting from any negligent or intentional actions,
acts, errors, mistakes or omissions caused in whole or part by CONTRACTOR, or any of
its subcontractors, or anyone directly or indirectly employed by any of them or anyone
for whose acts any of them may be liable, relating to the discharge of any duties or the
exercise of any rights or privileges arising from or incidental to this Agreement, including
but not limited to, any injury or damages claimed by any of CONTRACTOR's and
subcontractor's employees
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12. INSURANCE:

1. General.

A. At the same time as execution of this Agreement, the CONTRACTOR shall furnish the
City of Chandler a certificate of insurance on a standard insurance industry ACORD
form. The ACORD form must be issued by an insurance company authorized to
transact business in the State of Arizona possessing a current AM. Best, Inc. rating of
A-7, or better and legally authorized to do business in the State of Arizona with policies

. and forms satisfactory to CITY. Provided, however, the AM. Best rating requirement
shall not be deemed to apply to required Workers' Compensation coverage.

B. The CONTRACTOR and any of its subcontractors, subconsultants or sublicensees shall
procure and maintain, until all of their obligations have been discharged, including any
warranty periods under this Agreement are satisfied, the insurances set forth below.

C. The insurance requirements set forth below are minimum. requirements for this
Agreement and in no way limit the indemnity covenants contained in this Agreement.

D. The City in no way warrants that the minimum insurance limits contained in this
Agreement are sufficient to protect CONTRACTOR from liabilities that might arise out of
the performance of the Agreement services under this Agreement by CONTRACTOR, its

. agents, representatives, employees, subcontractors, sublicensees or subconsultants
and the CONTRACTOR is free to purchase any additional insurance as may be
determined necessary.

E. Failure to demand evidence of full compliance with the insurance requirements in this·
Agreement or failure to identify any insurance deficiency will not relieve the
CONTRACTOR from, nor will it be considered a waiver of its obligation to maintain the
required insurance at all times during the performance of this Agreement.

F. Use of SubContractors: If any work is subcontracted in any way, the CONTRACTOR
shall execute a written agreement with Subcontractor containing the same
Indemnification Clause and Insurance Requirements as the· City requires of the
CONTRACTOR in this Agreement. The CONTRACTOR is responsible for executing the
Agreement with the Subcontractor and obtaining Certificates of Insurance and verifying
the insurance requirements.

2. Minimum Scope And Limits Of Insurance. The CONTRACTOR shall provide coverage
with limits of liability not less than those stated below.

A Commercial General Liability-Occurrence Form. CONTRACTOR must maintain
"occurrence" form Commercial General Liability insurance with a limit of not less than
$2,000,000 for each occurrence, $4,000,000 aggregate. Said insurance must also
include coverage for products and completed operations, independent contractors,
personal injury and advertising injury. If any Excess insurance is utilized to fulfill the
requirements of this paragraph, the Excess insurance must be "follow form" equal or
broader in coverage scope than underlying insurance.

B. Automobile Liability-Any Auto or Owned, Hired and Non-Owned Vehicles
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Vehicle Liability: CONTRACTOR must maintain Business/Automobile Liability insurance
with a limit of $1,000,000 each accident on CONTRACTOR owned, hired, and non
owned vehicles assigned to or used in the performance of the CONTRACTOR's work or
services under this Agreement. If any Excess or Umbrella insurance is utilized to fulfill
the requirements of this paragraph, the Excess or Umbrella insurance must be "follow
form" equal or broader in coverage scope than underlying insurance.

C. Workers Compensation and Employers Liability Insurance: CONTRACTOR must
maintain Workers Compensation insurance to cover obligations imposed by federal and
state statutes having jurisdiction of CONTRACTOR employees engaged in the
performance of work or services under this Agreement and must also maintain
Employers' Liability insurance of not less than $1,000,000 for each accident and
$1,000,000 disease for each employee.

D. Professional Liability. If the Agreement is the subject of any professional services or
work performed by the CONTRACTOR, or if the CONTRACTOR engages in any
professional services or work adjunct or residual to performing the work under this
Agreement, the CONTRACTOR must maintain Professional Liability insurance covering
errors and omissions arising out of the work or services performed by the
CONTRACTOR, or anyone employed by the CONTRACTOR, or anyone whose acts,
mistakes, errors and omissions the CONTRACTOR is legally liable, with a liability limit of
$1,000,000 each claim and $2,000,000 all claims. In the event the Professional Liability
insurance policy is written on a "claims made" basis, coverage must extend for 3 years
past completion and acceptance of the work or services, and the CONTRACTOR, or its
selected Design Professional will submit Certificates of Insurance as evidence the
required coverage is in effect. The Design Professional must annually submit
Certificates of Insurance citing that the applicable coverage is in force and contains the
required provisions for a 3 year period.

3. Additional Policy Provisions Required.

A. Self-Insured Retentions Or Deductibles. Any self-insured retentions and deductibles
must be declared and approved by the City. If not approved, the City may require that
the insurer reduce or eliminate any deductible or self-insured retentions with respect to
the City, its officers, officials, agents, employees, and volunteers.

B. City as Additional Insured. The policies are to contain, or be endorsed to contain, the
following provisions:

1. The Commercial General Liability and Automobile Liability policies are to contain, or be
endorsed to contain, the following provisions: The City, its officers, officials, agents, and
employees are additional insureds with respect to liability arising out of activities
performed by, or on behalf of, the CONTRACTOR inclUding the City's general
supervision of the CONTRACTOR; Products and Completed operations of the
CONTRACTOR; and automobiles owned, leased, hired, or borrowed by the
CONTRACTOR.

2. The CONTRACTOR's insurance must contain broad form contractual liability coverage
and must not exclude liability arising out of explosion, collapse, or underground property
damage hazards ("XCU") coverage.
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3. The City, its officers, officials, agents, and employees must be additional insureds to the
full limits of liability purchased by the CONTRACTOR even if those limits of liability are in
excess of those required by this Agreement.

4. The CONTRACTOR's insurance coverage must be primary insurance with respect to the
City, its officers, officials, agents, and employees. Any insurance or self-insurance
maintained by the City, its officers, officials, agents, and employees shall be in excess of
the coverage provided by the CONTRACTOR and mustnot contribute to it.

5. The CONTRACTOR's insurance must apply separately to each insured against whom
claim is made or suit is brought, except with respect to the limits of the insurer's liability.

6. Coverage provided by the CONTRACTOR must not be limited to the liability assumed
under the indemnification provisions of this Agreement.

7. The policies must contain a severability of interest clause and waiver of subrogation
against the City, its officers, officials, agents, and employees, for losses arising from
Work performed by the CONTRACTOR for the City.

8. The CONTRACTOR, its successors and or assigns, are required to maintain
Commercial General Liability insurance as specified in this Agreement for a minimum
period of 3 years following completion and acceptance of the Work. The
CONTRACTOR must submit a Certificate of Insurance evidencing Commercial General
Liability insurance during this 3 year period containing all the Agreement insurance
requirements, including naming the City of Chandler, its agents, representatives,
officers, directors, officials and employees as Additional Insured as required.

9. If a Certificate of Insurance is submitted as verification of coverage, the City will
reasonably rely upon the Certificate of Insurance as evidence of coverage but this
acceptance and reliance will not waive or alter in any way the insurance requirements or
obligations of this Agreement. If any of the required policies expire during the life of this
Agreement, the CONTRACTOR must forward renewal or replacement Certificates to the
City within 10 days after the renewal date containing all the necessary insurance
provisions.

13. NOTICES: All notices or demands required to be given pursuant to the terms of this
Agreement shall be given to the other party in writing, delivered by hand or registered or
certified mail, at the addresses set forth below, or to such other address as the parties
may substitute by written notice given in the manner prescribed in this paragraph.

In the case of the CITY

Contract Administrator: Accounting Manager
Contact: Penny Burczyk

Mailing Address: ---:-:=-=--=----:--c:-----:----=:
Physical Address: 175 S. Arizona Ave., 4th

Floor
City, State, Zip Chandler, AZ

Phone: 480 782 2332
FAX: 480782

In the case of the CONTRACTOR

Firm Name: Heinfeld Meech, LLC
Contact: Corey Arvisu
Address: 10120 N. Oracle Rd.

City, State, Zip Tucson, AZ 85704

Phone: 520742-2611
FAX: 602-277-9297

E-Mail: ----------
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E-mail: Penny.burczyk@chandleraz.gov

Notices shall be deemed received on date delivered, if delivered by hand, and on the
delivery date indicated on receipt if delivered by certified or registered mail.

14. CONFLICT OF INTEREST:

14.1. No Kickback. CONTRACTOR warrants that no person has been employed or retained to
solicit or secure this Agreement upon an agreement or understanding for a commission,
percentage, brokerage or contingent fee; and that no member of the City Councilor any
employee of the CITY has any ihterest, financially or otherwise, in the firm unless this
interest has been declared pursuant to the provisions of A.R.S. Section 38-501. Any such
interests were disclosed in CONTRACTOR'S proposal to the CITY.

14.2. Kickback Termination. CITY may cancel any contract or agreement, without penalty or
obligation, if any person significantly involved in initiating, negotiating, securing, drafting
or creating the agreement on behalf of the CITY is, at any time while the Agreement or
any extension of the Agreement is in effect, an employee of any other party to the
Agreement in any capacity or a CONTRACTOR to any other party to the Agreement with
respect to the subject matter of the Agreement. The cancellation shall be effective when
written notice from CITY is received by all other parties, unless the notice specifies a
later time (A.R.S. §38-511).

14.3. No Conflict: CONTRACTOR stipulates that its officers and employees do not now have
a conflict of interest and it further agrees for itself, its officers and its employees that it
will not contract for or accept employment for the performance of any work or services
with any individual business, corporation or government unit that would create a conflict
of interest in the performance of its obligations pursuant to this project.

15. GENERAL TERMS:

15.1. Ownership. All deliverables and/or other products of the Contract (including but not
limited to all software documentation, reports, records, summaries and other matter and
materials prepared or developed by CONTRACTOR in performance of the Contract)
shall be the sole, absolute and exclusive property of CITY, free from any claim or
retention of right on the part of CONTRACTOR, its agents, sub-contractors, officers or
employees.

15.2. Entire Agreement. This Agreement, including all Exhibits attached hereto, constitutes
the entire understanding of the parties and supersedes all previous representations,
written or oral, with respect to the services specified herein. This Agreement may not be
modified or amended except by a written document, signed by authorized
representatives or each party.

15.3. Arizona Law. This Agreement shall be governed and interpreted according to the laws
of the State of Arizona. .

15.4. Assignment: Services covered by this Agreement shall not be assigned in whole or in
part without the prior written consent of the CITY.
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15.5. Amendments. The Contract may be modified only through a written Contract
Amendment executed by authorized persons for both parties. Changes to the Contract,
including the addition of work or materials, the revision of payment terms, or the
substitution of work or materials, directed by a person who is not specifically authorized
by the City in writing or made unilaterally by the CONTRACTOR are violations of the
Contract. Any such changes, including unauthorized written Contract Amendments shall
be void and without effect, and the CONTRACTOR shall not be entitled to any claim
under this Contract based on such changes.

15.6. Independent CONTRACTOR. The CONTRACTOR under this Contract is an
independent CONTRACTOR. Neither party to this Contract shall be deemed to be the
employee or agent of the other party to the Contract.

15.7. No Parole Evidence. This Contract is intended by the parties as a final and complete
expression of their agreement. No course of prior dealings between the parties and no
usage of the trade shall supplement or explain any terms used in this document and no
other understanding either oral or in writing shall be binding.

15.8. Authority: Each party hereby warrants and represents that it has full power and
authority to enter into and perform this Agreement, and that the person signing on behalf
of each has been properly authorized and empowered to enter this Agreement. Each
party further acknowledges that it has read this Agreement, understands it, and agrees
to be bound by it.

IN WITNESS WHEREOF, the parties have hereunto subscribed their names to this _
day of ,2013.

FOR THE CITY OF CHANDLER

MAYOR

ATTEST:

City Clerk

Approved as to form:

SEAL

FORTZ~
By: -

Signature

ATIEST: If Corporation

Secretary
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EXHIBIT A

Contractor Immigration Warranty
To Sa Completed by Contractor Prior to Execution of Contract

AR.G. § 414401 requires as a condition of your COlltract verification of comphance by the contractor and
5ubcontraotors with the Federal lmmigralJan andt:lationality Act (FINA), . all other Federal immigration laws and
regulations, and AR.s. § 23-214 related to the Immigration status of its employee$.

By compleUng and signing this form the contractor shall attest that it and. all:,u!;Jc,;gntraclqrS performing work under the
cited contractme~t aliconditionscOIi!:<ilnedherefii: . .

Contract Number: AC3~946~3212

Name (as Jisted in the cqritrai:th Heinfeld Meech & Co. P.O.
"tr'eet'Naril~ber:--1i}1-2ei'f.'t}rach:;"Rd;.... , . .;."..;
City: Tucson· State: AZ Zip Cade: 85704

I hereby atlest that

1. The contractor oompH!;!;; \lAth the Federallrnmfgratlon and Nationality Act (FINA). all other Federal rmmigration
laws and regu:latiolls. and A.R.S. § 23~214 related to the immIgration status of those employees performing
work under thts contract;

2. All subcontractors performing work under this COfltract comply with the FederallrnmfgT<ltion imd Nationality Act
(FINA), all other Federal immigration Laws and regUlations, and A.R.S. § 23-214 related to the Immigration
status of their employees. .

\
Printed Nalile~ . Diane Bradley

Title: . Pat:t.n~r:-_AdhlinlstratiDn

Data (monthldaylyear):. ij5fI:!I-~.... ~·~.. -_._~----------_._--~_._._--_._._. __ ..-.-_.
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Exhibit B-Scope of Work Requirements

1. General Requirements

1.1 The audits are to be performed in accordance with auditing standards generally accepted in the United States, as
set f01th by the American Institute of Certified Public Accountants (AICPA),the standards set f01th for fmancial
audits in the General Accounting Office (GAO) Government Accounting Standards (as revised in 1994), the
provisions of the federal Single Audit Act of 1984 (as amended in 1996) and US. Office of Management and
Budget (OMB) Circular A-B3, Audits of States, Local Governments, and Non-Profit Organizations, as well as
the following additional requirements:

1.1.1 the State of Arizona Uniform Expenditure Reporting System requirements;
1.1.2 the State of Arizona Local Transportation Assistance Fund expenditure requirements;
1.1.3 the State of Arizona Department of Environmental Quality Local Government Financial Test,
1.1.4 the US. Department of Housing and Urban Development (HUD) Financial Data Schedule (FDS) per

Chapter 2 of the Statement on Standards for Attestation Engagements (SSAE) No. 10 for the AICPA.

In Addition, the CITY's independent auditors may conduct, at the request of the CITY, other special audits or consulting
services for selected departments or programs.

2. Specific Requirements

2.1 The CITY requires the CONTRACTOR to express an opinion on the fair presentation of its basic fmancial
statements in conformity with accounting principles generally accepted in the U.S.

The CONTRACTOR is not required to audit the combining and individual non-major fund fmancial statements and
supporting schedules. However, the CONTRACTOR is to provide an "in-relation-to" rep01t on the combining and
individual non-major fund financial statements and supporting schedules based on the auditing procedures applied during
the audit of the basic fuiancial statements. The CONTRACTOR is not required to audit the introductory section of the
report ofthe statistical section of the report.

The CONTRACTOR shall also be responsible for performing certain limited procedures involving required
supplementary information required by the Governmental Accounting Standards Board as mandated by auditing standards
generally accepted in the U.S.

The CONTRACTOR is not required to audit the schedule of expenditures of federal awards. However, the
CONTRACTOR shall provide an "in-relation-to" report on that schedule based on the auditing procedures applied during
the audit of the financial statements.

2.2 Reports. Following the completion of the audit of the year's fmancial statements, the CONTRACTOR shall
. .

Issue:

2.2.1 A report on the fair presentation of the CITY's fmancial statements in conformity with accounting
principles generally accepted in the US., including an opinion on the fair presentation of the
supplementary schedule of expenditures of federal awards "in-relation-to" to the audited fmancial
statements.

2.2.2 A report on the fair presentation of the fmancial statements of the Volunteer Fireman's Pension and
Relief Trust Fund of the CITY in conformity with accounting principles generally accepted in the U.S.

2.2.3 A report on the fair presentation of the financial statements of the Chandler Cultural Foundation in
conformity with accounting principles generally accepted in the U.S.

2.2.4 A report on compliance and on internal control over financial reporting based all an audit of financial
Page 13 of 27
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2.2.5
2.2.6

2.2.7

2.2.8

2.2.9

2.2.10

2.2.11

2.2.12

2.2.13

statements generally accepted government auditing standards.
A report on compliance and internal control over compliance applicable to each major federal program.
A report on compliance with the Local Transportation Assistance Fund II expenditure requirements,
ARS Title 28, Chapter 24, Article 1, Section 28-8103.
A report on compliance with the Uniform Expenditure Limitation reporting system requirements, ARS
41-1279.07.
A report on compliance with the Arizona Department of Environmental Quality Local Government
Financial Tet, 40 CFR 258.74.
Electronic submission of the Financial Data Schedule (SF SAC) to HUD's Real Estate Assessment
Center (REAC).
A report on compliance with the Highway User Revenue Fund Requirements, ARS Title 28, Chapter
18, Article 2.
A report on the fair presentation of the financial statements of the Chandler Health Care Benefit Trust
Fund ofthe CITY in conformity with accounting principles generally accepted in the U.S.
A report on the fair presentation of the fmancial statements of the Chandler Worker's Compensation
and Employer Liability Trust Fund of the CITY in conformity with accounting principles generally
accepted in the U.S.
A report on the fair presentation of the fmancial statements of the Chandler Firefighters Employee
Benefit Trust in conformity with accounting principles generally accepted in the U.S.

In the required reports on compliance and internal controls, the CONTRACTOR shall communicate any
significant deficiencies found during the audit. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or report
fmancial data reliably in accordance with generally accepted accounting principles. Material wealrnesses shall
also be identified as such in the report. Other matters discovered by the CONTRACTOR shall be reported in a
separate letter to management, which shall be referred to in the report (s) on compliance and internal controls.

2.3 Irregularities and megal Acts. CONTRACTOR shall be required to make an immediate, written report of all
irregularities and illegal acts or indications of illegal acts of which they become aware to the Management
Services Director of the CITY.

CONTRACTOR shall assure themselves that the CITY is informed of each of the following:

2.3.1 The CONTRACTOR's responsibility under auditing standards generally accepted in the U.S.
2.3.2 Significant accounting policies .
2.3.3 Management judgments and accounting estimates
2.3.4 Significant audit adjustments
2.3.5 Other information in documents containing audited fmancial statements
2.3.6 Disagreements with management
2.3.7 Management consultation with other accountants
2.3.8 Major issues discussed with management prior to retention
2.3.9 Difficulties encountered in perfonning the audit

2.4 Special Considerations

2.4.1 The CITY shall send its comprehensive annual financial report to the Govenunent Finance Officers
Association of the U.S. and Canada for review in their Certificate of Achievement for Excellence in
Financial Reporting program (Certificate Program). It is anticipated that the CONTRACTOR shall be

. required to review the financial statements against the Certificate Program checklist to ensure
compliance with the requirements of that program.

2.4.2 The CITY typically prepares one or more official statements each year in connection with the sale of
debt securities, which contains the basic financial statements· and the auditor's report thereon.
Currently, the CITY does not require its CONTRACTOR to issue a "consent and citation of expertise"
as the auditor and/or any necessary "cOlnfOli letters." However, the CONTRACTOR shall be required,
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if requested by the CITY's fmancial advisor and/or underwriter, to issue such letters, as needed.
2.4.3 The CITY has detelmined that the U.S. Department of Housing and Urban Development will function

as the cognizant agency in accordance with the provisions of the Single Audit Act of 1984 (as amended
in 1996) and U.S. Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations.

2.4.4 The schedule of expenditures of federal awards and related auditor's report, as well as the reports on
compliance and internal controls are not to be included in the comprehensive annual fmancial report,
but are to be issued separately.

2.5 Working Paper Retention and Access to Working Papers

All working papers and reports must be retained, at the CONTRACTOR's expense, for a minimum of five (5)
years, unless the CONTRACTOR is notified in writing by the CITY ofthe need to extend the retention period.
The CONTRACTOR shall be required to make working papers available, upon request, to the following parties or
their designees: CITY, U.S. Department of Housing and Urban Development, U.S. General Accounting Office
(GAO), parties designated by the federal or state governments or by the CITY as part of an audit quality review
process, and auditors of entities of which the CITY is a sub-recipient of grant funds.

In addition, the CONTRACTOR shall respond to the reasonable inquiries of successor auditors and allow
successor auditors to review working papers relating to matters of continuing accounting significance.

2.6 Components for Fiscal Year and Calendar Year Audits to include but not limited to the following and will
be scheduled with mutually agreed upon dates:

Entrance conference with Accounting Division Manager, Sr. Financial ReportingAnalyst and key personnel
Note: The purpose of this meeting will be to discuss the interim work to be performed. This meeting will
also be used to establish overall liaison for the audit, to make arrangements for work space and any other
needs of the CONTRACTOR.

Detailed Audit Plan
Note: The CONTRACTOR shall provide the CITY with both a detailed plan and a list of all schedules to
be prepared by the CITY. Future years meeting dates, as applicable, will be detennined mutually by the
CITY and CONTRACTOR.

Commencement ofyear-end-auditfield work

Completion ofauditfield work

Draft Financial Statements
Note: The CITY shall provide the CONTRACTOR with a draft of the Comprehensive Annual Financial
Report for review.

Exit interview with Accounting Manager, Sr. Financial Reporting Analyst and Director ofManagement Services

Note: The purpose ofthe meeting shall be to summarize the results of the field work, review significant
findings and review the draft fmancial report.

Signed Auditors Opinion delivered to the CITY

3. Assistance to be Provided to the CONTRACTOR and Report Preparation

3.1 Accounting Division and Clerical Assistance--The Accounting Division staff and responsible management
personnel shall be available during the audit to assist the CONTRACTOR by providing information,
documentation and explanations. The preparation of confmnations shall be the responsibility of the CITY.
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3.2 Electronic Data Processing (EDP) Assistance-The CITY's Infonnation Technology Division personnel shall
be available to provide systems documentation and explanations.

3.3 Statements and Schedules to be Prepared by the Staff of the CITY-CITY staff shall prepare the trial
balances and all required statements and schedules for the CONTRACTOR in accordance with the above
schedule.

3.4 Work Area, Telephones, and Photocopying/ FAX services-The CITY shall provide the CONTRACTOR
with reasonable work space, desks and chairs. The CONTRACTOR shall also be provided with access to a
telephone line, and photocopying/fax facilities. .

3.5 Report Preparation--CITY staff shall prepare, type, print and bind the comprehensive annual financial report,
the ADEQ report, the Unifonn Expenditure Reporting System report, and the Local Transportation Assistance
Fund report. The CONTRACTOR shall type, print, and bind the single audit report, the Volunteer Firemen's
Pension Fund Report, Chandler Health Care Benefit Trust report, Chandler Worker's Compensation and
Employer Liability Trust report, Chandler Firefighters Employee Benefit Trust report and the Chandler
Cultural Foundation repOlt.
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EXHIBIT B-1

:p:I. Offeror's Method of Approach 19Jhe S'QP~ af Work

6.4.~.1,Outline of R@commended Approach

This sedion presents <l gerHif,fl1 QutliI1~' 01' tho audit steps that wm be performed by ou, finn to me.,t th",
~equirf!d report de.::ldI im:s,

IA~di~Planroing,.,."" ..•J
• Preparation ill"',d issuann; of engagement letter

.. Conduct er,Tranc<i cQMereli'lce INfth key p~rsonnel

• Perform risk aSS5sment procedures

r. lnquiries of rnolfhaQ\1r'flent ",'d st.;',iff

;) flt"f.olimin;;r}'an.alytical procedures

o Obser~ation: of operatiof13

(I Pf7rforrn tr~ns,1(tic.fl walkthroughs

o Engagement team discussions

De-v~lop 1l.n yndftfst"ndlng of client, the emri:ronme"t and intemal contrGls

G Re',;ew ,prior year financial staterT,er1t$ and ,,>pp.lio'lble accCoul'\til'\g records

0) Rev[~wof im;lustfY guidQs, mgulatorj information, statutes. InrernaJ/extemal reports, etc

" Preparation of prOCESS and control memDrandums

o Completion and r'e'u·iew ,}finlem~1 control questior,nairCls

o Obt""n Undei'itanding of information technofogy systems

Compile and assess engagement risks

[)ev~lo{J 11 pr&liminal')'Judgment of materiality and ca~c\Jlate tolerable misstatement levels

.. Develop a detailed audit ptan to fndllde preparation of awji~ prt)gr"rns

• Identification of major Fl1dcral programs im Single Audit

.. Develop sampling sQopes fo, tests of c:rJlltrols and, wrnpli..nc~ tE)~ting

• Identiff I'"o;ponsibilitieo; and asssgn tasks to the at:dit staff and City personnel

.. Submit audit ques,tit,m",aires to 8iucllt Iic)[SOI) tor aS$ignm~nt to Cit)' staff

• OttiN planning procedures, as deemed nece:;sarl
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6.4.3.1. OuUine of Recommended Approach (Cont'd)

1~~r:~~~~.itPr:~ooures
~ Perform tests of key IJperatjona~ contr''Jns, May include, but not limited to the following arEas.. 'if

applicable_

.:J I'ayrol~ OInd re~at:ed benefits

:) Disoursemshts and <lCC<;'UTlt~ payable

Q Cilpit~l ilS$Gt additions and deletions

:) Cash r&eipts (e,g, taY,"s, r.harges for 5e~vit~5}

Dev&lop and peliorm compliance tests for applicable con~plielllcl? requiremlmts

() federal compliance rEq'~iremer!ts

c; State statutes, Jlld compliance reqUirements

o City po['icies and/or resolutions

I) Other cof,tril(tllal requir~mEj...ts,. as <ipplic",ble

Perform substantu\"e procedures on the primary financial stiltemel'it ilCCO;Jn!S

'J C~sh and investments

I.)

:)

c

o

R&ceivabl~ (itKlud1ng interfund halances)

t.~pita~ ::mets

PwabJt'!s (e.g . .;Jt;(;<)I.mts p(lY<lbl~, \lw1;Jed payroll,.1)enelits)

LOo1g-term'debt (e.g. compensated absenCE;, bonds.. I'oans. r,otf!'5.1·f!'ases}

,) Ta;.; r<!v",nu,=>

lntgrgovamm,mtal (inciudin.g grants .3r.d contributions)

CIWg~5 fer $er"/iCM (g"vemrnefJtal ~nd propriet<JI~.I")

Other ~ource. (e-9- interiund aet~.!ity,debt proceeds. capital contrihutions)

Payroll and related benefit expenditures/expenses

Goods and ~elviCl',!s expeti.;Iitur~s/ey.penses

Debt ser•.dce e:o:pendirures

.. Other necessary audit prucedures, ifapplir.able

(:0 E'I<lII)"tiofi c:,h"rvicll ofg,mtzatiofiS

c· E:v"lu",tioll of internal audit function

,-_. CC'l'iside,atrcn of specialist worJ(

;;:, (om:ideraticn of work performed by other auditors
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6.4.3.L Outline 0:11 Reccmmemded Approach (Cont'd)

I~AUdit Conclu~ion ]

• Perform exit conferem;e!i- '11lth OW staff ['pon (Completion of audit

• PerfOffri final, analytical review proc!:'dur,;,g

~ Perform subsequent e",;,nts rp,l/if:w

• Perfpnn fin~1 revie'lI' oh.'orking papers a"d audit prCtgrarri$

• Audit staffta dr..ft ap?Ii(~ble audit and complla;noe repolts

Enga'!;lement partner to review financial ~tat~r..u...ng and audit ~eports

• If deemed neG'!$":¥i', financial statements 1'11[1 also be reviewed b,' a non-",ngageme-nt po';rtner

Issuance of appjic.~bleaudit communications

Distribute tiT'fal aL;dit r2p[~rt;; 1.0 ::.pplkable rE1:ipients

Repom to b~ Issued

Our fim1 \/lill prQvide th", follOWing deli'/erablei within 'the scop@ of this I?ngagament (j!i- described in RFP No.

AC3-946-3212;

An indepenl;:I.;mt at.dltof.' feport on thetit-/s financial statfomlltm II'> confcxrnity with accounting
principl'es geT'ferally accepted in th<2 United St"He:>" indllding; an opinion on th@fair present3ti,)n of the
sup ptemer,tar'l ~ched ule of expend itu res of fedC!ral awards "ir'-relation-to" the au dited financial
statements.

~ ,....n independent auditors' report on tf1f! fJn",'ldal st"tE7mf.;nts of the Voluntc<1r Fireman's Pension Hnd Relief
Trust PJnd of lhe City in ~chklrrnii:y with accounting principles gcnQrally <1CC~p-t~ in the U.s,

~ An indepcmdent ,auditors' report ut, thi;- financi~1 statements of the Chandler Cultural FO'.If,dation in
cOi)f<)~'ri'liti' with! accounting principles gomeral!ly accepted! in tiw U.s.

~ An independent auditor,' report on compliance and or. intem131 c~lt)trol-r)ve-r financial reporting bas~don

an audit of the financial >1:at~ments pet·rorrr.~d in il'l;;cordance with Govemment At.'dltlng Startdards

An indep(;ndent auditor,' report on compliance with requirements applicable to each major program "rid

internal mntrol OIJl?r complialiO!! in accordanCE! with OMB Circular A-133

'~ ,A, report on cumpliance .....ith the Local TBnsportat':o·n Assistance Fund D[ e)[penditur~ requiremenl.$,

,e.RS Title 2&, Chapt.;!r 24., Atticle 1, $e<;tiir:m :18.-8103,

• A report on COt~pli<ln,cewith the tJnifofm Expenditure Limitiltiofl repolling s~'stem requirements,
ARS 41-1279;07.
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6.4.3.1. Outlirie of Recommerided Approach (Corit'd)

Report!lto be [ssued (Concl'd}

• A report on cOIT.plia:'1ce 'Mth the IHizona Departrmmt of Environmental Quality Local GO'.,;amment financial

Test 40 CFR 2SB.74.

Electronic submission ofthe Financial Data 5chedu Ie (SF SAC) to HUD's Real Estate Am,mnellt Center
(REAC).

A report on complian.ce with the fljghway User Revenue Fund Requirements, AR$ Title 28, Ch",pt-er 18.,

Arfcle 2,

«. ,.!,n inQept;<nJent aqditor$' r~pQrt Ot) lfwl'n"ncial Sl,,\€-ll'H',lltS (;1 the Chandl€r Health Care Benefit T[\.I5t

Fund of thl7 City en confom-,it)I with accountir.tg principles generaHy accepted in the us.

An independent allditors' n"port on the finan6al :;tatements of the C'handler Worker's Compensation and
Employer Liabil';ty Tm,;: Fund of the City in conformity v.'ith accounting principlfis ·genef"<>-Ily <lcc;irPt.",O: in the
U.S,

• Abiennial report on the revif!'.... of purchasing card tt'an$actil')n~ J;:'."",llMtilig internal controls of the program
and identification ofefficiende5 iftheyexjsl: and in cor,fofmitywith standards established by the tI,nwrk:an
Irlsf;ihite c,ff Certified Public ACCClut)t",nl:s..

A collllmur,ication If!tter to those charged with 9'~'ien~ance r&gardirlg kEly .;;udit m"tters

• Audito r,' letter of reco mmenda.tions to management (if appHcabl e-)
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6.4.3.1. Outlin~ of Recommended Approad, (CQnt'd)

!'"roposed Segmentation of Engagement ..~d E$timatecl Hours by Levell of Staff

Total

Aur;lit pl..nnin9~
Developmentqf <IiJdit programs Z 5 5 12
Ri~k ass(;'~sment &. materia.lity S 10 20 35
Prelirtl'll<lry ~nal}'~ical proc@dures 2 :; 15 :u
Documentation intemal cof\trols 5 .5 20 20 s.o
Otherpl~rir\iri9 pr,:}(:,;,<!ure$ 2 5 10 10 .27

Sub:>tantlve audit prQcedur~

k;~ets -

Cash and ilwe5~men;,s 2 5 i5 10 32
R0ce jlJJ bfes 2 2 15 10 29

Othe! ~ $"'$1$ 2 10, ~ 17'"
Capital a55,=t5 1 l 20 10 H

Liai)i1itic-s -

Payable> 1 2 10 20 ~~

Long-term debt 2 1) :; 22
Other li~bilities 1 5 10 5 21

Re'IEmue -
T;lX"~ ~nd int",rgovernmeritae 2 15 5 22

Grants and! contributions 2 10 5 17

Charges for st:rviccs 1 '" 2{J 5 31.)

Other revenues 5 5 5 15
Explms"s -

Payroll rei",ted e~p$r\ses li 2 10 10 23
Goods and sen/ices expenses 1 2 10 10 23-
Other a': f}e nse:. 2 10 10 22

Tests of operationa.l controls 2 35 90 12/
Compliance procooures 5 5 40 . 70 120

Audit ,ondu:oion;
Analytical pmcedures :; 5. 15 5 ~(J

finel r""Ji~~~ of ''llJCJit pFDgmms 5 10 15
Re,.,jEw0f fi'larKial stf.tteme:nts 1.5 5 ~ 25
Oth~r .:.onc!usiol) pmcedurts 2 2 6 .> 15

Admi"i5ti'atille 32 32

TOTAL 6(1 112 336 310 32: 850
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6.4.3.1. Outiine of RecoiTlmended Approach «(()nt'd~

Sample Sizes

OUf firm "!I,jIJ $o;!ie(t 51i:m pIe sizes derived from the entim pc,pulilti,:m oftronsactdons withi n the major

transaction cycles. depending en rna~el"i.~lity, our l>SSessment ofthl! City's int'.!mal cQ-ntrol as a result of ris k

ClSSESSment prt;l""d\H€'5, and/or other considerations such as OMB Cirl;lJlilr A-l33 requirements. Typica~

samples sizes for.3 particular mntrol t~,:;t range from 4{) to 60 tlansactions; howevE;r sample Si?"5 ..re modiiied

bawd on ';lour <!S$,.S5merit Qfthe Gcmtro;s and risk of misstatement or MI1.;c·rnpliance.

Extent and Us>= of Softwa Ie

\Ne 'A'ill rei',' on City reports to the extent pos,ible for the purpo;:(;!·of cur analytical procedums and

docurnematlon of our «lJQit (llJxedur"s, "Ne use the CCH elEctronic audit prcgraiYIS Md bask software
applkatiblis including word prcc(lssir,g and 5pr~~d5hee~"~ t(l achi~\'e o,cr dOCllmel'1tatlon iil1d reportirlg

obj,;!cti'Jes. 111 ,Jcld~tk)rl, tffie receiptofthe C,1}i s trial baJar,cE! in an EKel Qr wrnma-,~parated value {CSV;, file

format 'Nill facilftate the USQ of oursoftwdre 2Jpplit:atians. Olnf.rm utiliZES rDEA data analy;is s.oftware as

n~~dcd to irnpo rt, ,H1<llylE', sarnple anellor extract data from the electron Ie data files pr(wijded b~1 the Citi'.

In addition, ourfirm '~Iill utiliZf! il secur~d di~nt pQrtal to' receive data from and sf!nd it'lro,mation tQ the City.
Access to the ~ntemet-basedportal is password-pmtf!cted and controlled by our firm.

InfQrmat!OIl Technology

A re'liew and e'lalUlation of th@ Citis infonTl3tion te~hn()logy S'jstems will be perform~dduring the ;:,ud;r rlLjej
to the integral nature and relationship te-the financial repMjbi',j .of the City. Both general informatir:m
technolc·gy (11) contro(s and 21ppl:rcatio1fT, mntrols '.'1m b-a assessed during the planning of thC! audit.

The audit proCedLJri)'5 that 'will be lippried to the City's rr ,ystemn\lill include:

The det~rlTlin<ltiQn, of the: effect of IT on the audit

Understanding the JT wntro~g

Identification of IT risks

System, tests for inte-grit~I.. s~·.tem seoJrity te.t;;, use of cOmputer assisted audit tool:s (CAATs)i andlol' the USo;l

or en IT specialist ,,·..ill be applied as deemEd r,ecessary to achieve the pranrle<:l audit objectives.

In ",dgil.iorl, to'ill a$so6at!3:s of our firm.. including Corey ANizu, am member:; C~r

the Information S;:.";tems AlJQit and Control Assoeiatiofi (ISACA). The JS.ACIi is a
gl'obal organization for inftlm1'-I\iclFl g(wem,:iri<:e, cQntro], security and: audit

professionals and its It"[olTl,ation Si'Stems auditing "'lQ Tniormation Syst·~ms

control standards are follo'Nedl by PH'u:titi,jnli'rs worldwide, Through om

membersh!p., our firm has 2oC(e$$ Ie) lh~$e resources Gind standards.
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""-t'

6.4.3.J1. Outlin~ of Recommended Approach (Cont'd)

Type of Extent of All<llyti<:al ProaM.iure:i

As requir~d by <lLJ~"jiting, sta",dards g~ne!ally accepted in the Unit~c1 St<ltes of America anal>,ticaD pr'~'cedure3

arf! perfOf'[lled both in the planning i'lnd the: final' pha~e$ CJ.f the audit. The fol]owing am "nalytkal methods

and inforrnational SOurCES t.hat may be used du:ring the al£dit:

" Trend analysis:

~ Rep-orting transaction d"ssas

;;. Receivables and payable;

;.>- [nventoril2s

.,. Compem.at€d abs.enn"s

j;- Salaries "nd beMfits.

'i'- Depr~dati(ln

Re"sDc,,,bl,,,ne55 testing:

,.. Current i'ear activity to budgc:t

)0. [nve5l:ment income

;;. Sal.aries and benefit'>

, Depreciation

Ratio alta lysis:

;.. Margin analysis (enterprise activities}

I- [nventQrTes

:.- Salaries and benefits

Ii' Year-end cutDff

).;0 tnterest expeme

;.. Flmctiomil expens@

OI:hoflr analytiml pr')CedUfes as deemed flecessar'j

The U':1e (if anal~<tical prc<:edures will a~~ist in identifying high risk areas a:; w\!'11 ,,~help u~ focus the 3 1Jdit te~
work on significant areas and accounts th2lt re-quirec det.ililed testing. The 11se of tne Ot~/s intoamal r-aport.s 'will
boa U'sed to the I'!xti"J1t p",sibleto perform the analytical promdures.
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6.4.3.1. outlin~ of Recommended Approach (Con,t:dl

Gaining an ~ tldii!rst<lnding of IntemilI Controls

An, understanding of the City's fif\andal nparatiol',$... funding source ,equiremenu:, transactiun processing

proc~dl.Jres, and internal control sDuci:ure wilt< be, achie\l&d through intjL1ir,', observation, and tests of
transactions. As outijiMd j" the City r"spollsibilitie", your personnel will complete a series of intE:rnal wntml
questil)llr'aEre~~o assist in this process. Wrt will also use o~hej' r~Ollfl~e5 5IJch as the City's budget.
orgar,izatlonal cham, palfcy atld procedure roanuaf.s, and other ma,n&gem(!n~ inforrnat~otl systems.

Determining Laws and Regulation$ Subject toTes! Work

The detemlinatfon of .....h)ch laws ,;nd r~gl.JI"I!()nS that w~1 be subject to audit test '.\lark will be determined
through a n(lmb~r ofin'1uir/ and review procedurQs wc.h ~s the following-

• Inquiry 'Nith City p.:<r.,onnel.. iridtlding nnance sta-if and grant administrators.

Cun5ideration of .::ompli;:mce r.:<quiremHit:;: lhilt have been identified in prior Yilars' ~LJdi~.

• Revi",'/\' the relevant portions of any dit-eetly rel"t~d agre"rnent,.. such as tnose related to grants and debt
agreements.

Review pertinent sections ,-)j 1.:)'.'105 <l nd regulations, inc!udrng State statutes.

RE:',ieIN the milllJte5 of meetings ohlle gaverniri1 body.

• rnquiJy of lJve-rs.ight organizations about app~icablemrnpliarKe r&jLlirements.

RG·\iew ofthe Office of Mana,gement and Budget (Of.,·1B) Circular A..133 Corrlpliance Supplement the

Catalog' of federal Domestic Assistanct!, feder.;lll a"ldit gl~ide-s, and sta~e and EUGII panicles and; procedr1re5,

Aydit $.ampling for Tests ofComplianc~

BGth statistical and nonstatistical sampling method;,; m.;,y be lltil'ized to identiiysamples from the entire
populalic'n or transactions "...ithinthe major transaction q'c1es. ThQ tranSfKtiO!1 cycles testEd will be
cp.termhned based' on materiality consideration;,; "lnd O'IJf ..sS$$$ment of the City's internal control ~oli1ple1ed

during \t',e plannIng phase ofthe audit

Statistical sampling wilil typiC<llly be utflize-d for larger, significant tr.msadion c:IaS$i"~ such as payroll.,

disbLtr,en:lents:, and certain cash receipts. Dependent UpC'rl the nature of the sample popUna.tioll !'!ither
random $!!Iection through thl'? LJStJ <)1 i.l random rmmOE'r generator, or ~Y5tematk;~.el~et!c)~\ with,~ random start..
will b'<i l.-tilized fe·rthe sample selection,

Nonstatlstical hapllaz~rdselectionwill r:~nen b-f! uttilized fnr smaller populations or populatjon~ that do [lot
:;, ilve cna r<leteristics tllat prQvide for the a ppli':3ti [)il ~)f stili>tica Isampl ing.
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6A3.1. Outline Qf Re<:ommended Appmach (Cont'd)

Audit Samplin9i for Tests of Compliane~ (Conel'd)

Nrmstatistical judgmental selection sampHng is generally r~tilized for teS1s M CAlrnplianc~ in o~der to enS'..lre
item5 scl,~eted maet thll sp<:!(iti~ objl!l'(ti'~e$ of the OMS A.-133 mmpfiance requirement of the progt'f,tm or

c)tht'r .applicable complianc~ requirement. The samples selected vliIl be bas~d (ii'\ fh", Specific requirements as

outlined 1n the grant agreements, lh~ 0 MEl Cireu lar .'\-13 3 ComplianCE Supp·lement or other applica bl Q

source. Sampling; for tests of complianm for a Single Audit requires a planMd low level of contrQI risk 111
addition, dual pUrp05l! samples ·...·ill be LJtilj~ed for OMS A-B3 audit procedures whim d~ellled appmpriate 1.<)

t,,$1: both the ope<ating effectivene5s of controls Qv~r compliance as ",'"II as C(lmpli"nce with a particular

compli,mce r'~quif~ment.

RevIew and Q.u<llity CQ!ltrQI Proo;;edures

As reqUired by quality wotrDI stan4anJs, Heinf€-Id.- Meech & (0" P.e. has de\'efIJp~d and impl4ln1£t,ted quality
cG-ntrol review procedures for tile audit report~ issued by t\1.2 firm, The iludit en<;Jag€-rrtent partner is
respQnslbl0Tor etls\.lril'91the fin~nd<ll and compliance audit,; issued compi:y ..•..ith auditing standards generally

accepted inthe United States of Arnerica, Govemti1ent Auditirly Standards, OMB Circular A-133, Arizona
R0....fsed StatUt!?5,. or other regulatiCJns, a.; applic..~bre.

Both Lhe engagerl18nt po rtn.",r end: audit m.anagers perform qualipl control of the audit documentation
requirements and adherence to audit standards thrcHlg.hout the audit. The "ngagl$:h\erit p<'lrtner performs final

quality cotitrol re·v[e'....s on ·,,11 repmts and CluthioriLes the release of the independ~i!1t auditors' repDrt to the
dient Additional 5emnd quality controfl ((;,vie·,oR.; by a non,-eng!.lg:eiT1"lillpartn~r "r~ completed for new
industry ar"as, r,,"p¢~ts w~th (;{JrniJle.>:: or unusual accounting matters. or whenever d""m@d appropriate by tile
engagement partner.

The qlJillit;f control r@"'i,,,w proCl!~~ of tile firm indud('!s tha fQllowir,g prOC"ld,.HE'5-

Evaluation initial audit planning and risk assessment procedums by thl:! ('!ngOlg~rn"nt pBrtner

D~tail working papers re'..[e'.I\I b}'al,dit manager and engagement partner

Deterrnination that audit procedums addrassBd rJ;lI£\';;lrIt <"jIJrJit areas

Report ref.erencing to disc!osllre checklist

• Con$ida~'atiQn Qfut1(:orrec;t.a(J i:lLJd't adjustments.. if an>'

~ Cleara~ce of all open Items prior to report issuance
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6.4.3.Z Identification of Anticipated Potential Audit Probl~ms

. Basad upon known j,nformation p(ovr.d~d by th<l City during the. propos;!1 pmces!lo.. tfler!! appe"rs to be·o.r.ly

two pOl>eli,tlal audit problems in futLire fiscal years. S.ignifimnt changes in Federal funding in future ~'l<aG

could p.otentialty create audit issues if the City does no! me!')t the compliance requirements of ttll'! MW

funding ~Qurce. Significant changes in redera" funding may ariSQo mquire a {:hi;)nge in the scope ofthe audit
dJepending on th~ nature and smpe of requirf!d audit prrx.fi!rh;res of the new program.

[n addition, per$(lMe.1 changes or fXlsiii-onl vacandes in :l::e~dlnar,,:j"'l or aC(:(l(lfiling positions can

pol:eil",tially create au.d it problems if the dl angeor '1ac,~ncypr,"vents audit req uests from bdn9 compl~ted

in an fll;curat~ ar,d timel}' manner.
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EXHIBITC

DescriptiQIi FY FY FY FY FV Totnl ($)
_. 2012113 2013/14 2014flS' 2015/16 2016/17

Comprehensive Annual Financial Report $58.905 $60.780 $62.480 $64,385 $66.260 $312,810,1
VoJuntecrFireman's Pensioll and RdiefTrust Fund

1,255 1.295 1,330 1,371 1,41/ 6,662Reoort ,

Chandler Culluml Foundation RePOrt 9,220 9.515 9.780 !IO,Q7S1 10,370 48,960
Si~leAudit Rewrts{A-133) 11.123 11.481 .11;794 12;150 12,508 59,056
Local TraliSDOrtation Assistance Fund Rcoort 1,255 1,295 1.330 1,371 1,41/ 6,662
AnnualExPenditure Limitation RepOrt 1.981 2,044 2~O99 2,164 . 2,227 10.515
ADEO LaodfiUAssurnnceRet>Orf 2,510 2,590 2,660 2.742 .... 2,822 13,324
HighwayUscr Revenue Fund Report 1.201 1.239 1,274 1.313 1.3511 6,378
ChandlerWorker's Compensation and Employer

3,782 3,904 4.011 4,130 4.252 20,079Liability Trust FuridReoort
Chandler Purchasing Card Review Report 3.822 NfA .4,053 N/A 4,298 12.173
Total $95~054 $94,143 $100.811 $99,701. $106,910 496,619

Description

Chandler Health Care Benefits Trust Fund Rc .ort

CY20.17

$6,692

Totals Year 1
.1

Year 2 Yellr 3 Year 4 YearS Grand
" Total (S)

$101,006) $100,287 $107,122 $1;06,201 . $113,602 $528,218
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