

ENACTED 1/22/13


Introduced by the Finance Committee:

[image: image1.emf]2012-737.tif




2012-737.tif


ORDINANCE 2012-737-E
AN ORDINANCE APPROVING A 2-YEAR EXTENSION FOR MCGLADREY, LLP, CERTIFIED PUBLIC ACCOUNTING FIRM FOR THE 2012/2013 AND 2013/2014 FISCAL YEARS; APPROVING PROFESSIONAL FEES; PROVIDING AN EFFECTIVE DATE.


WHEREAS, Section 5.11 of Chapter 67-1320, Laws of Florida, as amended, requires the Council to provide for an annual independent audit, certified by an unqualified opinion, of the accounts and financial transactions of the City of Jacksonville; and


WHEREAS, pursuant to Section 102.116, Ordinance Code, which requires the use of requests for proposals to select the auditor to perform the annual independent audit of the City and any electing independent agency, the City Council approved, in Ordinance 2010-369-E, a City auditing contract with McGladrey, LLC for a period of 3 years with an option for two one-year renewals; and


WHEREAS, on November 6, 2012, the Finance Committee Audit Sub-Committee met to discuss exercising the extension to the McGladrey contract and approved the recommendation to exercise the extension for 2 years; and 


WHEREAS, the Federal Government now requires that Federal Grant Funds be audited together with local, state and other funds in order to perform a single audit of the City; 

WHEREAS, McGladrey, LLP is extending their contract for two years with the negotiated prices of $306,301 for the September 30, 2013 and 2014 annual audits, respectively, now therefore


BE IT ORDAINED by the Council of the City of Jacksonville:


Section 1.

Engaging Independent Auditor.  The Council hereby approves and authorizes the Council President or his designee and Finance Committee Chairman to execute the Engagement Letter between the City and McGladrey, LLP, in substantially the form attached hereto as Exhibit 1.  The independent auditor is hereby engaged for the audit for the fiscal years ending September 30, 2013 and 2014, to conduct the audit of the accounts and transactions of the City in accordance with the terms set forth in the Engagement Letter attached hereto as Exhibit 1.


Section 2.

Auditor’s Fee.  The City agrees to pay the independent auditor engaged herein the fees for their services for the two fiscal years ending September 30, 2014, as stated in the Engagement Letter attached hereto as Exhibit 1. For the fiscal years September 30, 2013 and 2014 the fees will not exceed $306,301.  The total maximum fee shall not exceed $612,602, subject to availability of budgeted funds.  To the extent practicable, the Council Auditor’s Office is directed to make available to the independent auditor engaged a maximum number of hours to be provided by the Council Auditor’s Office of six hundred (600) annually. The total maximum fee payable to McGladrey, LLP, shall not be reduced by reason of such services furnished by the Council Auditor’s Office.


Section 3.

Effective Date.  This ordinance shall become effective upon signature by the Mayor or upon becoming effective without the Mayor’s signature.

Form Approved:

    /s/ Margaret M. Sidman 
Office of General Counsel

Legislation Prepared By: Margaret M. Sidman
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McGladrey LLP

4887 Belfort Road, Suite 201
Jacksonville, FL 32256

- McGladrey i megedapcom 2%

November 28, 2012

Honorable Members of the City Council
City of Jacksonville, Florida

117 W. Duval Street, Suite 425
Jacksonville, FL 32202

CIO: Kirk Sherman, Council Auditor

This letter will serve as the official contract for services we are to perform for the City of Jacksonville, Florida (the
“City"), for the fiscal years ending September 30, 2013 and 2014. We ask that you either confirm or amend this
understanding.

Audit Services

We will perform audits of the City's governmental activities, business-type activities, aggregate discretely presented
component units, each major fund, and aggregate remaining fund information as of and for the years ended
September 30, 2013 and 2014 which collectively comprise the City's basic financial statements. We will also audit
the Jacksonville Retirement System pension trust fiduciary funds which will be included In the accompanying
combining individual fund statements and schedules for the years ended September 30, 2013 and 2014. For
component units and pension trust funds audited by other auditors and whose reports will be furnished to us, our
opinions, insofar as they relate to the amounts included for the discretely presented component units and the
pension trust fund, will be based solely on the reports of the other auditors. We understand that these financial
statements will be prepared in accordance with accounting principles generally accepted in the Unites States of
America. The objective of an audit of financial statements is to express an opinion on these statements.

We are responsible for forming and expressing an opinion about whether the financial statements that have been
prepared by management are presented fairly, in all material respects, in conformity with accounting principles
generally accepted in the United States of America, which include the application of governmental accounting
standards as issued by the Governmental Accounting Standards Board.

We will also perform the audits of the City as of September 30, 2013 and 2014 so as to safisfy the audit
requirements imposed by the Single Audit Act and U.S. Office of Management and Budget (OMB) Circular A-133,
as well as the Florida Single Audit Act as included in Chapter 10.550, Rules of the Florida Auditor General.

We will also provide for the expression of an opinion on the separately issued reports for (1) the accounts
maintained by the Facility Manager of the City which include the Municipal Stadium, Memorial Arena, Baseball
Stadium, Convention Center, Performing Arts Center, and the Equestrian Center; and (2) the Landill Closure Fund
in accordance with the State of Florida Department of Environmental Regulation pursuant to Section 62-
701.630(5)(c) of the Florida Administrative Code.
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We will conduct the audit in accordance with auditing standards generally accepted in the United States of America
and Government Auditing Standards issued by the Comptroller General of the United States and the provisions of
the Single Audit Act, OMB Circutar A-133 and OMB's Compliance Supplement and the provisions of Chapter
10.550, Rules of the Auditor General. Those standards, circulars and supplements or guides require that ws plan
and perform the audit to obtain reasonable, rather than absolute, assurance about whether the financial statements
are free of material misstatement whether caused by error or fraud. Accordingly, a material misstalement may
remain undetected. Also, an audit is not designed to detect errors o frauds that are immaterial to the financial
stalements. The determination of abuse is subjective; therefore, Government Auditing Standards do not expect us
to provide reasonable assurance of detecting abuse.

An audit of financial statements includes obtaining an understanding of the entity and its environment, inciuding its
internal control, sufficient o assess the risks of material misstatement of the financial statements, and to design the
nature, timing, and extent of further audit procedures. An audit s not designed to provide assurance on internal
control or to identify significant deficiencies or material weaknesses. However, we will commuriicate to
management (including the Council Auditor and the Finance Director) and the finance committee any significant
deficiencies or material weaknesses that we become aware of during the course of the audit as items are
identified.

We will also communicate to the finance committes (a) any fraud involving senior management and fraud (whether
caused by senior management or other employees) that causes a material misstatement of the financial
statements, (b) any fraud, illegal acts, violations of provisions of contracts or grant agreements, and abuse that
come fo our attention (unless they are clearly inconsequential), (c) any disagreements with management and other
serious difficulties encountered in performing the audit, and (d) various matters related to entity's accounting
policies and financial statements. '

In addition to our reports on the City's financial statements, we will also issue the fallowing reports or types of
reports for each year audited:

e Areport on the faimess of the presentation of the City's Schedule of Expenditures of Federal Awards and
State Financial Assistance. . o
»  Reports on internal controt related to the financial statements and major programs and projects. These

reports will describe the scope of testing of internal control and the results of our tesis of internal controls:

*  Reports on compliance with laws, regulations, and the provision of contracts or grant agreements. We
will report on any noncompliance which could have a material effect on the financial statements and any
noncompliance which could have a direct and material effect on each major program or projects.

» A schedule of findings and questioned costs.

= Aseparale letter to management reporting on nonreportable conditions and immaterial instances of non-
compliance discovered by the auditors during the audit. This report shall also include information and
disclosures required by the Auditor General of the State of Flarida.

The funds including identified major funds that you have told us are maintained by the City and that are to be
included as parl of our audits are the same as those reported in your comprehensive annual financial report for the
year ended September 30, 2011, although it is understood the presentment of major funds may change depending
on the requirements of generally accepted accounting principles.

The financial assistance programs and projects that you have told us that the City participates in and that are to be
included as part of the single audits are as reported in the Schedule of Expenditures of Federal Awards and State
Financial Assistance for the year ended September 30, 2011.
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The component units whose financial statements you have told us are to be included as part of the City's basic
financial statements are listed here:

The JEA

The Jacksonville Port Authority

The Jacksonville Transportation Autharity

The Jacksonville Aviation Authority

The Jacksonville Housing Finance Authority

The Jacksonville Police and Fire Pension Board of Trustees
Downtown Vision, Inc.

The Jacksonville Health Facilities Authority

Our reports on internal control will include any significant deficiencies and material weaknesses in the system
which we become aware of as a result of obtaining an understanding of internal control and performing tests of
internal control consistent with requirements of the standards and circulars identified above. Our report oit
compliance will address material errors, fraud, abuse, violations of compliance requirements, and other
responsibilities imposed by state and federal statutes and regulations and assumed by contracts; and any state or
federal requirements of which we become aware, consistent with requirements of the standards identified above.

The City’s Responsibilities

Management is responsible for the financial statements, including the selection and application of accounting
policies, adjusting the financial statements to correct material misstatements, and for making all financial records
and related information available to us. Management is responsible for providing us with a written management
representation lefter confirming certain representations made during the course of our audits of the financial
statements and affirming to us that it believes the effects of any uncorrected misstatements aggregated by us
during the current engagement and pertaining to the latest pericd presented are immaterial, both individually and in
the aggregate, to the financial statements taken as a whole and to the opinion units of the financial statements.

Management is responsible for establishing and maintaining effective internal control over financial reporting and
for informing us of all significant deficiencies and material weaknesses in the design or operation of such controls
of which it has knowledge.

Management is responsible for identifying and ensuring that the City complies with the laws and regulations
applicable to its activities, and for informing us about all known material violations of such laws or regulations. In
addition, management is responsible for the design and implementation of programs and contrals to prevent and
detect fraud, and for informing us about all known or suspected fraud affecting the City involving management,
employees wha have significant roles in internal control, and others where the fraud could have a material effect on
the financial statements. Management is also responsible for informing us of its knowledge of any allegations of
fraud or suspected fraud affecting the City received in communications from employees, former employees,
regulators, or others.

Management is also responsible for (a) making us aware of significant vendor relationships where the vendor is

responsible for program compliance, (b) following up and taking corrective action on audit findings, including the
preparation of a summary schedule of prior audit findings, and a corrective action plan, and (c) report distribution
including submitting the reporting package(s).
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Regarding the City's responsibilities, management will implement auditor recommendations within reason, although
it is understood that some recommendations may not be implemented for pragmatic reasons.

Management is responsible for informing us of its views abaut the risks of fraud within the enlity, and its knowledge
of any fraud or suspected fraud affecting the entity. :

Should the City desire to incfude our report on the financial statements in an official statement or other document
involved with the sale of debt instruments without our prior consent, the City wilt include language to the following
effect;

The audited basic financial stafements of the City of Jacksonville, Florida for the fiscal year ended (AUDIT
DATE} included in the Comprehensive Annual Financial Report of the City have been incorporated herein

by reference (See “ANNUAL FINANCIAL REPORTS" herein). The financial statement and auditor's report

have been included in this Official Statement as public documents and consent from the auditor was not
requssted. The auditor has not participated in the preparation or review of this Official Statement and is
therefore not associated with the issuance of the [NAME OF DEBT INSTRUMENT]."

Use of the Comprehensive Annual Financial Report of the City in conjunction with the City's bond related
disclosure requirements does not require prior consent of the auditor nor the inclusion of this language.

Our professional standards require that we perform certain additional procedures, en current and previous years'
engagements, whenever a pariner or professional employee leaves the firm and is subsequently employed by or
assoclated with a client. Accordingly, the City agrees it will not'employ any partners or professionai employees of
McGladrey LLP during the term of this engagement without obtaining prior consent of McGladrey LLP and
conversely, McGladrey LLP agrees it will not employ any City of Jacksonville employees during the term of this
engagement without obtaining pricr consent from the City.

During the course of our engagement, we may accumulate records containing data that should be refiected in the
City's books and records. The City will determine that all such data, if necessary, will be so reflected. Accordingly,
the City will not expect us to maintain copies of such records in our possession. '

The assistance to be supplied by the City's personnel, including the preparation of schedules and analyses of
accounts, will be discussed and cocrdinated with management prior to the start of our fieldwork. The timely and
accurate completion of this work is ari essential condition to our completion of the audit and issuance of our audit
report,

Other Terms of our Engagement

The City hereby indemnifies McGladrey LLP, its partners, principals and employees and holds them harmless from
all claims, libilities, losses; and costs arising in circumstances where there has been a knowing misrepresentation
by a member of the City's management, regardless of whether such person was acting in the City's interest. This
indemnificaion will survive the termination of thiis letter,
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Any claim arising out of services rendered pursuant to this agreement shall be resolved in accordance with the
laws of the State of Florida. Itis agreed by the City and McGladrey LLP or any successors in Interest that no claim
arising out of services rendered pursuant to this agreement by or on behalf of the City shall be asserted beyond the
limitations of action period specifiedin the limitation of actions provisions in the Florida Statutes.

QOur fees are based upon the time required by the individuals assigned to the engagement, plus direct expenses.
Interim billings wil! be submitted as work progresses based on the number of hours worked and as expenses are
incurred. Billings are due upon submission. Qur fees for the services described in this letter for the fiscal years
ending 2013 and 2014 will be $306,301 per year, unless the scope of the engagement is changed, the assistance
which the City has agreed to furnish is'not provided, or unexpected condllions are encountered, in which case we
will discuss the situation with you before praceeding. All other provisions of this letter will survive any fee
adjustment,

In the event we are requested or authorized by the City or are required by government regulation, subpoena, or
other legal process to produce our documents or our personnel as witnesses with respect to our engagements for
the Cily, the City will, so long as we are nota party to the proceeding in which the information is sought, reimburse
us for our professional time and expenses, as well as the fees and expenses of our counsel, incurred in responding
to such requests.

The working papers for this engagement are the property of McGladrey LLP and will be retained in our Jacksonville
office. However, you acknowledge and grant your assent that representatives of the cognizant or oversight agency
or their designee, other government audit staffs, and the U.S. Government Accountability Office shall have access
to the audit documentation upon their request; and that we shall maintain the audit documentation for a period of at
least three years after the date of the report, or for a longer period if we are requested to do so by the cognizant o
oversight agency. We will notify the Council Auditor's Office and the City Finance Director promptly should we be
notified of any query of the working papers by oversight agencies, other government audit staffs, or the U.S.
Government Accountability Office. Access to requested work papers will be provided under the supervision of
McGladrey LLP audit personnel in our Jacksonville office.

From time to time and depending upon the circumstances, we may use third-party service providers to assist us In
providing professional services to You. In such circumstances, it may be necessary for us to disclose corfidential
client information to them. We enter into confidentiality agreements with all third-party service providers and we
are satisfied that they have appropriale pracedures in place to prevent the unauthorized release of your
confidential information to others.

If circumstarices arise refating to the conditions of your records, the availability of appropriate audit evidence, or
indicaticns of a significant risk of material misstatement of the financial statements because of error, fraudulent
financial reporting, misappropriation of assets, or noncompliance which in our professional judgment prevent us
from complefing the audits or forming an opinion, we retain the unilateral right to take any course of action
permitted by professional standards, including declining to express an opinion or issue a report, or withdraw from
the engagement.

You have.informed us that you intend to prepare a comprehensive annual financial report (CAFR) and submit it for
evalualion by the Government Finance Officers Association's (GFOA) Certificate of Achievement for Excellence in
Financial Reporting Program. Our participation in the preparation of the CAFR is to consist of reading the material
included in the Intreductory and Statistical Sections for material consistency with information contained in the
audited financial statements.
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This letter together with the City's RFP No. P-03-10, External Audit Services, and our submitted proposal
constitute the complete and exclusive statement of agreement between McGladrey LLP and the City, superseding
all other communication, with respect to the terms of the engagement between the parties, The City's RFP No. P-
03-10, External Audit Services, and our submitted proposal are included by reference and are made a part hereof
and are incorporated herein.

In accordance with Government Auditing Standards, a copy of our most recent peer review report is attached to
this letter, for your information.

if this letter defines the arrangements as the City understands them, please sign and date the enclosed copy and
return it fo us. We appreciate your business. '

Sincerely, -
McGladrey LLP

Brett Friedman
Partner

Confirmed on behalf of the City of Jacksonvile:

Council President

Finance Committee Chairman
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System Review Report

To the Partners of

McGladrey & Pullen, LLP
and the Natione! Peer Review Committes
of the American Institute of Certified
Public Accountants Peer Revigw Board

We have reviewed the system of quality control for the accounting end auditing practice of McGladrey &
Pullen, LLP (the firm) applicable to non-SEC issuers in affect for the year ended April 30, 2010. Cur
pecr review was conducted in accordance with the Standards for Performing and Reporting on Peer
Reviews establishéd by the Peer Review Board of the American Institute of Certified Public Accountants.
The firm is responsible for designing a system of quelity contro! and complying with it to provide the
firm with reasonable assurance of performing and reporting in conformity with applicable professional
standards in all material réspects. Our respounsibility is to express an apinion on the design of the system
of quality control and the firm's.compliance therewith based on our review. The nature, objectives,
scope, limitations of and the procedures performed in a System Review are described in the standards at

i . .

As required by the stendards, engagements selected for review included engagements performed under
Gover 1 Auditing Standards, audits of cmployee benefit plans and audits performed under FDICIA.

In our opinion, the system of quality control for the accounting and auditing practice of McGladrey &

Pullen, LLP applicable to non-SEC issures in effect for the year ended Apiil 30, 2010, has been suitably

designed and complied with to provide the firm with reasonable assurance of peforming and reporting in

conformity with applicable professional standards in all material respects, Firms can receive a rating of

pass, pass with deficiency(ies) or faii. McGladrey & Pullen, LEP has received a peer review rating of

pass, -

B, Lep

December 2, 2010

. Praxjty.:
experience BiD . ERBMLAEL 3
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