b PURCHASING ITEM 1. Agenda Item Number:

ey FOR
Epoer e COUNCIL AGENDA \Lo
2. Council Meeting Date:
May 23, 2013
TO: MAYOR & COUNCIL 3. Date Prepared: May 1, 2013
THROUGH: CITY MANAGER 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 BACKGROUND/DISCUSSION: 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:

Chandler Health Care Trust Fund for Calendar Year 2013 741.1230.5212.0.0.0
Chandler Cultural Foundation
Total Not To Exceed For Audit Services

5,952
9,220
101,006

General Fund Accounting 101.1230.5212.0.0.0 S 60,886
General Fund Non-Departmental 101.1290.5219.0.0.0 S 3,822
General Fund Fire Administration 101.2210.5212.0.0.0 S 1,255
Highway User Revenue Fund (HURF) 215.3300.5212.0.0.0 S 1,201
Local Transportation Assistance Fund (LTAF) 216.3340.5212.0.0.0 S 1,255
Community Development Block Grant Fund (CDBG) 219.4700.5212.BG1213 S 3,335
PHA Family Sites Fund 224.4650.5212.0.0.0 $ 2,450
PHA Elderly and Scattered Sites Fund 227.4650.5212.0.0.0 S 2,000
PHA Section 8 Vouchers Fund 233.4650.5212.0.0.0 $ 3,338
Solid Waste Operating Fund 625.3700.5219.0.0.0 S 2,510
Chandler Workers Compensation & Employer Liability Trust Fund  736.1230.5212.0.0.0 S 3,782

$

$

$




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. Requesting Department 12. Department Head

' % |
Penny B Accounti @%UT‘L )X 'Zf/
enny Burczyk, Accounting®ahager Services Director

Dawn Lang, Manageme

13. Procurement and Materials Supervisor 14. City Manager
Robert Descheemaker, CPPB Rich Dlugas

CC Form 10 — 10/02



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.

1.1.

1.2

1.3.

1.4.

2.1.

2.2

CONTRACT ADMINISTRATOR:

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.

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 Confract without prior
written approval by CITY.

- 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.

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.

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.

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

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.

2.4,

2.41

2.4.2

243

244

24.5

2.4.6

2.5.

3.1,

3.2,

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.

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

Pursuant to the provisions of A.R.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 for’ch in AR S. §23-214(A)
(hereinafter “Contractor Immigration Warranty”).

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.

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.

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 Clty in performing any such
random verifications.

The provisions of this Article must be included in any contract the Contractor enters into
with any and ali 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.

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

In accordance with A.R.S. §35-391.06, the Contractor hereby cettifies that the Offeror
does not have scrutinized business operations in Sudan.

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

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.

Audit. At any time during the term of this Contract and five (6) 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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3.3.

3.4.

4.1.

4.2.

4.3.

4.4,

5.1.

the Contract or Subcontract. Upon request, the CONTRACTOR shall produce a legible
copy of any or all such records.

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.

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 anycne else. CONTRACTOR shall not use or release these materials
without the prior written consent of CITY.

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.

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 fo a refund of such amounts.

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.

IRS W9 Form. In order to receive payment CONTRACTOR shall have a current 1.R.S.
W89 Form on file with CITY, unless not required by law.

TERM:

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.

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.

7.1.

7.2.

7.3.

7.4.

7.5.

7.6.

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.

CITY'S CONTRACTUAL REMEDIES:

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.

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.

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.

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

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.

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 concering the CONTRACTOR'S non-conforming performance or failure fo
perform the Contract, including expenses to complete the work and other costs and
damages incurred by CITY.

TERMINATION:

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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8.2

8.3.

8.4.

8.5.

8.6.

8.7.

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.

Termination for Cause: City may terminate this Agreement for Cause upon the
occurrence of any one or more of the following events:

1) I CONTRACTOR fails to perform pursuant to the terms of this Agreement

2) I 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.

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 Coniract.
The cancellation shall be effective when the CONTRACTOR receives written notice of
the cancellation unless the notice specifies a later time.

Gratuities. CITY may, by written notice, terminate this Contract, in whole or in par, 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.

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.

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.

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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8.8.

10.

10.1.

10.2.

10.3.

11.

accepting or acquiescing in the nonconforming performance knows of the nature of the
performance and fails to object to it.

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.

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.

DISPUTE RESOLUTION:

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

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 bé brought and concluded in the courts of Maricopa County in the State
of Arizona, which shall have exclusive jurisdiction over such lawsuits.

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.

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 i,
or related to, arising from or out of, or resuiting 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 fo 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:

General.

. At thé 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 A.M. 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 A.M. Best rating requirement

shall not be deemed to apply to required Workers’ Compensation coverage.

.. 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.

. The insurance requirements set forth below are minimum requirements for this

Agreement and in no way limit the indemnity covenants contained in this Agreement.

. 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.

. 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 fo maintain the
required insurance at all times during the performance of this Agreement.

. 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 Certifi Cates of Insurance and verifying

- the insurance requirements.

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

. 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 fo fulfill the
requirements of this paragraph, the Excess insurance must be *follow form” equal or
broader in coverage scope than underlying insurance.

. Autombbile 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 “foliow
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 must.not coniribute 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 notf 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 daie 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 ' In the case of the CONTRACTOR
Contract Administrator; _Accounting Manager Firm Name: Heinfeld Meech, LLC
Contact: Penny Burczyk Contact: Corey Arvisu
Mailing Address: Address: 10120 N. Oracle Rd.
Physical Address: 175 S. Arizona Ave., 4" City, State, Zip Tucson, AZ 85704
Floor
City, State, Zip Chandler, AZ Phone: 520 742-2611
Phone: 480 782 2332 FAX: 602-277-9297
FAX: 480782 E-Mail:
Page § of 27

N:\Legail\i PURCHASING SHARERobert D's pending\3212 audit services agreement draft '13.docx



14.

14.1.

14.2.

14.3.

15.

15.1.

15.2.

15.3.

15.4,

E-mail: Pennv.burczvk@chandléraz.qov

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.

CONFLICT OF INTEREST:

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 Council or any
employee of the CITY has any interest, 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 o the CITY.

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 cther parties, unless the notice specifies a
later time (A.R.S. §38-511). :

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.

GENERAL TERMS:

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.

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.

* Arizona Law. This Agreement shall be governed and interpreted according to the laws

of the State of Arizona.

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 shalil
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 warranis 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 WHEREOQOF, the parties have hereunto subscribed their names to this ___
day of , 2013.

FOR THE CITY OF CHANDLER FOR THE CON :CT
By:

MAYOR : Signature
ATTEST: ATTEST: If Corporation
‘ SEAL
City Clerk Secretary

Approved as to form:

City Attorney W
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EXHIBIT A

Contractor lmmigration Warranty )
To Be Completed by Contractor Prior to Execution of Contract

ARS. § 41-44D1 requires as a condition. of your conhtract verification of compflance by the contractor and
subcontractars with the Federal Immigration and Nationality Act (FINA), all other Federal Immigration laws and
regulations, and A R.5. § 23-214 related to the Immigration statug of its emploveas,

By completing and signing this form the contractor shal altest that it and &ll subccnt:actors performlng waork under the
. cited contract meet all conditions contained herem :

Contract Number' ACS 945 3212

Name (as listed in the contractly Hemfé}d Mesch & Co F’ C ,
Streat Name s Number—10120°N; Oracle RQ. PO N

City: Tucson State: AZ - le Ccde 85704

I hereby attest that:

1. The confractor complies with the Federal Immigration and Nationality Act (FINA), ali other Federal immigratian

faws and regudations, and AR.S. § 23214 re!ated to the immigration status of those employees performing
wark under this contract; : .

2. All subcontractors performing work under this contract comply with the Federal Immigrafion and Nationality Act
(FINA), all other Federal immigration laws and regulations, and ARS. § 23214 related to the rmm:gratton

status of their employees.
Sngn’zjura of Corit ctonémpl::yer) or Authorized Designes:
A, ﬂ ﬂ’ 1:15

Printed Name‘ Dxane Bradley

Title: Partner Admnn!sﬁrahun

Date {month/dayfyear): 7{/ 5 / / :3:
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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 forth by the American Institute of Certified Public Accountants (AICPA),the standards set forth for financial
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 U.S. Office of Management and

Budget (OMB) Circular A-133, 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 Loocal Government Financial Test,
1.14

the U.S. 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 financial
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 financial statements and
supporting schedules. However, the CONTRACTOR is to provide an “in-relation-to” report 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 financial statements. The CONTRACTOR is not required to audit the introductory section of the
report of the 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.

22 Reports. Following the completion of the audit of the year’s financial statements, the CONTRACTOR shall
issue:

2.2.1 A report on the fair presentation of the CITY’s financial statements in conformity with accounting
principles generally accepted in the U.S., including an opinion on the fair presentation of the
supplementary schedule of expenditures of federal awards “in-relation-to” to the audited financial
statements. .

222 A report on the fair presentation of the financial 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.

223 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.

224 A report on compliance and on internal control over financial reporting based on an andit of financial
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2.3

24

statements generally accepted government auditing standards.
225 A report on compliance and internal control over compliance applicable to each major federal program.
22.6 A report on compliance with the Local Transportation Assistance Fund II expenditure requirements,
ARS Title 28, Chapter 24, Article 1, Section 28-8103.
227 A report on compliance with the Uniform Expenditure Limitation reporting system requirements, ARS

41-1279.07.

2.2.8 A report on compliance with the Arizona Department of Environmental Quality Local Government
Financial Tet, 40 CFR 258.74. ‘

229 Electronic submission of the Financial Data Schedule (SF SAC) to HUD’s Real Estate Assessment
Center (REAC).

2.2.10 A report on compliance with the Highway User Revenue Fund Requirements, ARS Title 28, Chapter
18, Article 2.

2.2.11 A report on the fair presentation of the financial statements of the Chandler Health Care Benefit Trust
Fund of the CITY in conformity with accounting principles generaily accepted in the U.S.
22.12 A report on the fair presentation of the financial 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.
2.2.13 A report on the fair presentation of the financial 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

- financial data reliably in accordance with generally accepted accounting principles. Material weaknesses 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.

Irregularities and Mlegal 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 '

233 Management judgments and accounting estimates

234 Significant audit adjustments

2.3.5 Other information in documents containing audited financial statements
2.3.6 Disagreements with management

2.3.7 Management consultation with other accountants

238 Major issues discussed with management prior to retention

239 Difficulties encountered in performing the audit

Special Considerations

241 The CITY shall send its comprehensive annual financial report to the Government 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.

242 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 “comfort letters.” However, the CONTRACTOR shall be required,
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25

2.6

if requested by the CITY s financial advisor and/or underwriter, to issue such letters, as needed.

243 The CITY has determined 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.

244 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 financial report,
but are to be issued separately.

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 of the 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
(GAOQ), 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 anditors and allow
successor auditors to review working papers relating to matters of continuing accounting significance.

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 Reporting Analyst 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 determined mutually by the
CITY and CONTRACTOR.

Commencement of year-end-audit field work

Completion of audit field 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 Aﬁalyst and Director of Management Services

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

Signed Auditors Opinion delivered to the CITY

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 confirmations shall be the responsibility of the CITY.
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3.2 Electronic Data Processing (EDP) Assistance—The CITY’s Information Technology Division personuel 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 Uniform 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 report.
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EXHIBIT B-1

6.4.3.1, Outline of Recommended Approach

Audit Work Plan

This section presents a4 general outling of the audit steps that will be performed by our firm ta meet the
fequired report deadlines.

| Audit Planning

¢ Preparaticn and issuance of engagement stter

« Conduct arirance canferance with key personnel
« Perform risk sssessrnent procedures

= Inguiries of managament and staff

= Prefiminary analbytical procedures

o Observation of cparaticns

o Perform transaction walkthroughs

»  Engagement tearn discussions

s Develap an undarstanding of dient, the ervironment and internal controls
o Revew prior yesr finanda! staternents ahd applicable accounting records
o Review of industry guidas, regulatory infarmation, statuies, internzlfextemal reports, etc.
o Praparation of process and control memocrandums
o Completion and review of inlernal control questicnnalras
o Chigin undersianding of information technolegy systems

» Compile and assess engagernent. risks

+  Develop a prefiminary judgraent of materislity and calculate tolersble misstatement lavels
+ Develop a detailed audit plan to indlude preparation of audit programs

« Tdentification af major Federal pregrams for Singla Audit

+ Develop sampling scopes for tests of contials and carrpliance testing

»  Tdentify responsibilities and assign tasks to the audit staff and City personnel

»  Subrmit audit questionriaires to audit liatson for assignment te City staff

«  Other planning pron:edurés. as deemed necessany
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6.4.2.1. Qutline of Recommended Appreoach (Cont'd]

Core Audit Procedures |

« l‘i’er.ﬁ:srm“ iests of key operational cantrals, Pay include, but rct limited to the following areas. #
applicable.

o Payrcll and relzted banefits
o Dishursements and accounts payable
o Capital asset additions and deletions

o Cash receipts (eg. tanes, charges for services)

«  Dizeslop and perform compliance tests for applicabla compliance requireriants
o Federal compliance requiremenss
o State statutes and conpfance requirements
u  City policies and/or resalutions ‘

o Other cortractusl requiremerts, gs spplicehls

« Perform substantive procedures on the primary financial staterent accounts
o Cash and investments )
v Receivablas {including interfurd balances)
o Capital 3538 '
o Payahles (g, accounts payable, accrued payrollbenalits)
o lang-term debt (2.g. compensated absences, bonds, teans, notas, l2ases}
o Tk revenues ,
o Intergewernmental {focluding grants and contributions)
o Chargas for sarvicss (govemmartal and propristany)
a  Othar zourcas (a.g. interfund activity, debt proceads, capital conwributions)
= Payrodl and related benefit expenditures/expenses
n Gocds and sevices expenditurasfarpensas
= Deht service axpenditures

v Oiher necessary audit procedures, if applicable
o Evgluation of service arganizations
o Evaluation of internal audit function
& Censidaration of specialist work
Considaratien of work performed by otiar auditors

b

r
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6.4.3.1. Qutline of Recominended Approach {Cont’d)

Audit Conclusion T . !

s Porform exit conferences with City staff ugon campletion of audit
»  Perfaom final analytical review procedures

& Perform subseguant events ravizes

«  Perform jingl review of working papers ard audit prograrms

#  Audit staff ta draft applicable audit and compliznes reports

« Engagement partner to review finandial statements and audit reports

«  Ifdeemed necassary, financial statements will also be reviewed by a non-engsgement partner

e Iszuance of applicable audit cormmunications

= Distribute final audit rapetts 10 applicable racipients

Reparts to be Iastied

Our firm wdll pravide the following delivarables within the scope of this engagemant a8 described in RFP Na.
ACI-046-3212;

An indapendsant suditors’ raport on the City's financial statemants in confermity with accounting
principles generally accepied in the United States, induding an opinien on the fair presentation of the
supplemeritary schedube of expenditures of federal awards *in-relstion-to® the audited finandal
statements.

An inchependant seditors’ report on the financial ststemsnis of the Yolunteer Freman's Pension and Relief
Trust fund of the City in canfarmily with accounting principles generalty aceepled intha US.

&n independent auditors’ raport an the finandal statements of the Chandler Coltural Foundation in
conforenity with accourting principles generally accaptad in the US.

An independent auditors’ report on compliance and an intarnal control over financial reporting based on
an sudit of the finandal staternents performed in ascordance with Government Auditing Stardards

An indapeandant auditors' report on carmpliance with requirements applicable to each major program apnd
intzrnal control over compliance in accordance with QkG Circular A-133

A repart on compliance with tha Local Transportation Aszistance Fund I expanditurs requirements,
ARG Title 28, Chaptar 24, Article 1, Section 25-8103,

A report on eomplianes with the Uniform Expeaditure Limitation repeting system requirements,
ARS 41-1279.07.
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6.4.2.1. Qutling of Recommended Appraach {Cont’d)

Reports to be Issued (Conel'd}

& report on compliance with the Anizena Departmiznt of Envirgnmental Quality Local Government Fnancial
Test, 40 CFR 258.74.

Electranic submissicn of the Financial Data Schedule (5F SAC) 1o HUD's Real Estate Assessmeznt Center
{REAL).

A report on compliance with the Highway User Ravenus Fund Requiremants, ARS Title 28, Chaptar 18,
Article 2,

A Independent auditors’ port on e Enandal slatemsnts of tha Chandler Health Care Benefit Trust
Fund af the City in canformity with accounting princples generally accepted in tha US.

An ndependent auditors’ repart on the financial staiernents of the Chandler Warker's Componsation and
Emplayer Liskifine Trust Fund of the City in confonming with accounting principles generally acczpted in the
LS.

A bianniat repert on tha review of purchasing card transactians evaluating srtermal contrels of the program
and identification of efficienries if they exist and in corformity with standards estatlished by tha American
Institute of Certified Public Accountante.

A commundtation letter to those charged with governanca regarding key audit matters

Auditors' letter of recommendations to management (i agplicable)
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6.4.3.1. Cuiline of Recomimendad Approach {Cont'd)

Froposed Segmentation of Engagement and Fstimated Hours by Level of Staff

Audit planming:
Development of audit programs
Rick asaessment B materislity
Prefiminary analytical procedurag
Bocumentation intemal controls
- Other plarining preedures
Substantive audit procedures;
Ascets -
Cash and imeestments
Freceivables
Gthar pigeds
Capital assets
Liallities -
Payables
Lang-terra debt
Other liabilitias
Ravenus -
Taxes and intergoverameryial
Grants and contributions
Charges for services
Cther revenues
Espensas -
Payroll relatad sxpensas
Goods and services expenses
Other axpenges
Tests of oparational controls
Campliance procedures
Audit conclusion:
Aralptical procedures
Final review of audit programs
Review of financial statements
CEher conclusion procedurss
adrninistrative

TOTAL

Tatal

2 5 5 12
P 10 0 35
2 3 15 22
5 5 D) 20 55
2 5 10 0 27
2 5 i5 19 ]
2 2 15 10 29
3 10 B 17

1 2 0 10 13
1 2 w0 EE!
2 15 5 22
1 5 10 5 pal
z 5 5 2

2 10 5 17

1 5 2 5 31
5 5 5 15

1 ) 1 10 bz}
1 2 10 10 3
2 10 i 72

2 5 9 177

5 5 40 20 190
5 5 15 5 30
5 1n 15
15 5 5 25
2 2 5 3 15
32 32

£0 112 336 310 2 850
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6.4.3.1. Gutline of Recommended Approach (Cont'd)

Sample Sizes

Our firm will salect sample sizes derived from the entire populstion of transactions within the majar
transaction cycles, depending en materiality, our assessment of the City's intarnal control as & result of risk
azsessment procetures, andyor other considerations such as OMBE CGircular A-133 requirements. Typical
samples sizes for 3 particutar control test range from 40 1o 60 transactions; howaver sample gizes sre madified
based on our assessment of the controls and risk of misstatement or nancempliance.

Extent and Use of Software

We will rely on City reports to the extent possible for the purpnss of our analyvtical procedures and
documentation of our audit procedurss, We use the CCH electronic audit programs aivd basic software
applications including word precessing and spraadeheets to achievs our documentation and reporting
oijectivas, In addition, the receipt of the City's trial balance in an Excel or cormma-sepamted value (LS fils
format will facilitate the use of cur software applications. Qur firm utilizes [DEA data analysis software as
needed to Impon, analyee, sample and/or extract data from the electronic data files provided by the City.

In addition, ur firm will utilize & secured clignt podal to receive data from and send irforreation ta the City.

Agcess 1o the intemet-based portal is pazsword-protacied and contralled by our firm.

Infarmatian Technelogy

A raview and evaluation of the City's information technology systems will be performed during the audit due
to the integral nature and rolationship 1o the finandal reparting af the City. Both general infermation
technalogy ([T} controls and application conirols will b2 assessed dusing the planning of the audit.
The audit pracadures that will be applied ta the City's IV spstems will includa:

» The determination of the effect of IT on the audit

+ Undarstanding the IT cantrols

v Identification of IT risks

Systems tests far integrity, systam sacurity tests, use of computer assisted audit toals (CAATS), and/or the use
af an IT specialist will be applied a5 deemed necessary 1o achieve tha planried audit abjectives.

In sdditian, trea gssodiates of cur firm, induding Corey Ardzu, are members of
the Information Systzms Audit and Control Association ISACAL The ISACA s a
global organization for infarmation gavernanice, contral, security and audit
professionals and i Infarmation Systerns auditing and Tnformation Systems PriturstiwBumite-atmiion
coritrol standards are followed biy pracitiansrs worldwide, Through our

memizerships, our firm has access (o thess resources and standards.
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6.4.2.1. Outline of Recommended Approach (Cont'd)

Type of Extent of Analytical Procedures

As required by auditing standards genarally accepied in tha United States of America analytical procedures
ara perfarmed both in the planning and tha final phases of the sudit, The following are enalytical methods
and infarmational sources that may be used during the audit:

« Trend analysis:

v

S

w

Reparting transaction classes
Receivables and payables
Irventorics

Compenzated absences
Salaries and benefits

Deprreciation

«  Reasonableress testing:

w

Currant yaar activity to budget
Investment income
Salaries and benefits

DRepreciation

«  Ratia analysis:

..
-

« Othar analytical proceduras as deemed necessary

Margin analysis {enterprise activiies)
[nventories
Salaries and benefits

‘Year-end cutcff
[nterest experse

Funchional expanse

The uss of analdical precedures will assist in idehtifyi ng high risk areas a3 well as fielp us focus the audit test
work an significant areas and accounts that require detailed testing. The use of the Gity's intarmal raports will
he wzed ta the extent postitle ta perform the anabytical procedures,
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6.4.3.1. Ccutline of Recommended Approach {Cont’d)

Gaintng an Understanding of Intermal Controls

An understanding of the City's financial cperatiors, funding source requirements, transsction processing
procedures, snd internal control struciune wilt ba achieved through inguiry, ohservation, and tests of
transactions. As outiined in the City responsibilities, your personnel will complete a series of internal control
questionnaires to assist in this procass. We will also use other rssources such as the City's budget,
organizational charts, pokcy and procedure manuals, and other management information systems.

Determining Laws and Ragulations Sabject to Test Work

The determination of which laws and regulations that will be subject to audit test wark will ba dstermined

througts a namber of inspuiny and review procedures such as the following —

« Inquiry with City personnel, ncluding finance staif and grant adrinistrators,

= Uonsideration of compliance requiremenits that have been identified in prior years” audity,

« Review the relavant portions of any directly ralated agreaments, such as those related to grants and delrt
agreermnants.

v Review partinent sections of laws and regulations, induding State statutes,

= Review the minutes of meetings of the gaveraing bady,

o Tnquisy of aversight organizations about applicable compliance raguirsmants,

= Review of the Office of Managemant gid Budget (OMB) Circular A-133 Camplizncs Supplemant, the
Catalog of Federal Domestic Assistance, fadaral audit guides, and staie and loml policies and procedures,

Audit Sampling for Tests of Compliante

Both statistical and nonstatistical sampling methads may be wiilized to identify samples frorm the entire
oopulation of transactions within-the major fransaciion cycles. The transactioh cydes tested will e
determined based on materiality considerations and nur aseeszment of the City's internal conteol completed
during the planning ghase of the audit.

Statistical sarmpling will typically be utilized for larger, significant transaction classes such as payrell,
dishursements, and certain cash recoipts. Dapender! upen the nature of the samrple population sither
random selactian through the use of 4 random numiber generator, or systematle selaction with a random stars,
will be utilized for the sample selecion.

Monstatistical haphazard selection sl olben ba utilizad for smaller populaticrs or populations that do ot
fiave characteristics that provide far the application of statistical sampling.
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5.4.2.1, Outline of Recommended Appreach [Cont'd)

Audit Sampling for Tests of Camplianca (Concl'd)

Nenstatistical judgmantal selection sampling is genarally utilized for tests of complignce in order to easure
items selecred meet the specific ohjectives of the OMB A-133 compliante requirament of the progeam or
ather applicable compliance requiremert. The samples selected will be based an the specfic requirements as
autlined in the crant agreements, the OMB Circular 4-133 Compliance Supplement, or other applicabla
zourcs, Sampling for tests of compliance for a Single Audit requirzs a planined low level of control risk. In
additicn, dual prrpese samples will be utilized for OMB A-133 audit procedures when deemed appropriate 1o
tast both the opersting effectiveness of contrals aver compliance as well as campliance with & particular
campliance raquirement.

Review and Quality Control Pracadures

As required hy guality contral standards, Heinfeld, iesch & Ca, P.C_has develioped and implamented quality
conirel review procedures for the audit repotis issued by the firm. The audit engagemsni partner is
rasponsible far ensuring the financial and compliance sudits issued comply with auditing standards genarally

. scceptad ivthe United States of America, Gavernment Auditing Standards, OMB Circular A-133, Arizona
Ravised Statutes, or cther regulatinng, as applicable,

Balh Lhe engagement partner and audii managars perform quality contrel of the audit decumentation
. requirements and adherence to audit stancards throughout the audie. The engagement partner performs find

duality centio] revigas on all reports snd authorizes the release of the independent auditors” repart to tha
client. Additional secend quality control reviews by a non-engagemant partner are complatad for new
industry areas, reports with enmplex or unusual accounting matters, or whenever deemed appropriate by the
engagement partner.
The quality control reniew process of the firm includes the following pracadures -

+ Evelustion initial audit planning and risk assessment precedures by the engagement partner

= Detail working papers review by aedit manager and engagement partner

»  Determination that sudit proceduces addrassed relevant audit areas

« Report referancing to disclosure checklist

¢ Concidesation of uhcorrectad audit adjusttnants, if amy

¢ Clearance of sl open items prior to report issuance
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6.4.3.2 Identification of Anticipated Potantial Audit Problems

- Based upen known information provided by the City during the proposal process, there appears e be anly
two pralantial sudit problems in future fiscal years. Significant changes in Faderal funding in future years
could potentially create audit issues if the City does nat meet the compliance requiremerits of the new
funding source, Significant changes in Federal funding may also require 8 change in the scope of the auds:
depending on the nature and scope of required audit pracedurss of the new pragram.

in addition, persarnel changes or posttion vacancies in key financial ar acenusling positions can
prteritially create audit problems if the change of vacancey pravents audit requests from being completed
in an accurate ard mely mannar. '

e

S
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EXHIBITC

Description , FY FY FY kY Y Total ($)

- 201213 | 2013/14 2014715 | 2015/16 | 2016/17
Comprehensive Annual Financial Report §$58,905{ $60780] $62,480) - $64.385] $66.260] $3i2.810
;cc);]::;:ccr Fireman’s Pension and Rchut" T?mst Fund 1255 1295 330/ o LAl 6.662

.| Chandler Cultural Foundation Report 9,220 9515 9,780 10,075 10,370 48.960
Sinple Audil Reports (A-133) 15123 11,48 11794 12150} 12,508 - 59,056
Local Transportation Assistance Fund Report 1,255 1,295 1,330 1371 L4al) 6,662
Annuel Expenditure Limitation Report 1,981 2,044 2,099 2164 2237 10,515
ADEQ Landfill Assurance Report 2510 2,590 2,660 2,742 2,822 13,324
Highway.User Reveoue Fund Report 1,201 1,239 1.274 1,313 1,351 . 6378
Chandler Worker"s Compensation and Employer . SIS S
Chandler Purchasing Card Review Report 3822] N/A 40531  N/A 4298 12,173
Total. $35.054]) $94.143; §i008it] - $99.701| $106910 496,619
Deseription , CY2013 | CY2014 | CY2015 | CY2016 | CY2017 | Total (5)
Chandler Health Care Benefits Trust Fund Report §$5952]  36.144] 363111  $6500] $6692] $31599]
Totals — Year 1 Year2 | Yéﬁr 3 Year4 | .Y_q.:nr 5 | Grand

' : . L Total ()
$101,006] 3100287 $107,122 $l,-06,2.0I . 8113,602 $528218
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