AGENDA ITEM EXECUTIVE SUMMARY Agenda Item number: 5b

Title: Perform the City’s Financial Statement Audits for Fiscal Years 2019
through 2023

@‘ ? A Recommendation to Approve a Proposal with Sikich LLP to

§T. CHARLES

sreen e Presenter: | Colleen Lavery, Assistant Finance Director
Meeting: Government Operations Committee Date: January 7, 2019
Proposed Cost: $73,100 Budgeted Amount: $ 73,100 Not Budgeted: [

Executive Summary (if not budgeted please explain):

State Statutes mandate that an independent audit of the City’s finances be performed annually. In addition,
Federal Law requires a “Single Audit” be completed when entities expend more than $750,000 of federal dollars
in a single fiscal year. The current Audit Services contract expired with the completion of the fiscal year 2018
audit.

Due to the specialized nature of municipal audit services, staff solicited a proposal for a 5 year period beginning
April 30, 2019. Additionally, staff is looking to engage a firm that will assist the City with new reporting and
accountability requirements imposed by the state as well as maintain compliance with the ever-changing
standards promulgated by the Governmental Accounting Standards Board (GASB) and other authoritative
agencies. The scope of work for this Request for Proposal (RFP) was expanded from the prior scope. The RFP
requested that the proposer provide two (2) cost proposals related to the preparation of the City’s financial
statements. The first cost proposal includes preparing only the Cash Flow Statements. The optional cost proposal
includes preparing all of the City’s financial Statements. In past years, the auditor prepared only the Cash Flow
Statements and City staff prepared the remaining financial statements. Annual filing requirements related to the
Police and Fire Pension Funds, Grant Accountability and Transparency Act (GATA) and the Illinois Department
of Transportation are becoming more onerous and comprehensive. It would be advantageous to begin the filing
process earlier than in the past and for this reason staff would prefer that the Auditors prepare all financial
statements.

The City sent requests for proposals (RFP’s) to 9 firms seeking bids for audit services. The RFP was also posted
on the City’s website and an advertisement published in the Daily Herald. The City received 5 proposal
responses. One of the proposers did not quote on all the services requested and was excluded from consideration.
The remaining four (4) proposals were reviewed by a team of 4 staff members consisting of the Finance
Director, Assistant Finance Director, Senior Accountant and Purchasing Division Manager.

The criteria used to evaluate the proposals included firm qualifications, engagement team technical expertise and
audit experience, work product, audit approach, references and cost. The panel was unanimous in its decision to
select Sikich, LLP. Sikich is an industry leader in governmental accounting, finance, and consulting. They have
significant expertise auditing lllinois municipalities with large water, sewer, and electric utilities. Additionally,
they have nationally recognized experts in the areas of Single Audit. Further, Sikich has previously performed
the City’s annual audit and staff has been extremely satisfied with the service received. Although Sikich was the
second lowest cost provider, staff believes that they will provide the best overall value to the City. (Please see
the attached memo for discussion as to why the lowest cost proposer was not selected.)

After thorough review of the proposals, Staff’s unanimous recommendation is to name Sikich, LLP as the City’s
auditor at a firm fixed annual cost of $73,100 for the 5 year period beginning April 30, 2019 to include the
preparation of all the City’s financial statements.

Attachments (please list):
e Selection Memo

Recommendation/Suggested Action (briefly explain):
A Recommendation to Appoint Sikich, LLP as the City’s auditor at a Cost of $73,100 Annually for the Five
Fiscal Years beginning April 30, 2019.




January 7, 2019

To: Mayor Rogina and the City Council

From: Colleen Lavery, Assistant Finance Director
Subject: Audit Services Selection

Enclosed in the packet is a request and recommendation to select Sikich, LLP of Naperville as the City’s
Audit Service Provider. As this was a Request for Proposal, the award is not based on the lowest cost but
rather overall value to the City considering professional competency and project management
resources. The evaluation team reviewed and discussed the proposals received by L&A, Sikich, Baker
Tilly and CLA. Sikich and Baker Tilly were the unanimously ranked first and second, respectively. The
other two firms were rejected by the evaluation team for concerns regarding lack of experience with
electric utilities, deficient response to the proposal request and senior level staff assigned to the City
audit located outside the Chicagoland area.

Detail of the cost proposals and hours to be worked by each level of staff is presented below:

Firm Partner Manager Senior and | Total Hours | Cost Cost (All
Hours Hours Other Staff (Cash Financial
Hours flow only) | Statements)
Lauterbach & Not Not Not Not $65,100 $65,100
Amen (L&A) Provided Provided Provided Provided
Sikich, LLP 80 124 396 600 | $69,900 $73,100
Baker Tilly 88 107 395 590 | $81,398 $85,560
CLA 80 220 320 620 | $80,000 $97,000
Wipfli *Excluded 70 170 450 690 | $87,500 $113,000

Although Sikich provided the second lowest quote for service fees, they offer the best value for the fees
quoted. This decision is based on the following points:

The proposal that Sikich submitted was comprehensive, detailed and addressed all of the required
elements requested in the RFP. The evaluation team all agreed that the responses provided by the
lowest cost proposer were generic in nature and lacked substance in key areas. Further, their proposal
did not include all of the required information including hours of staffing assigned to each proposed
segment of the audit as well as a link to a sample work product.

Sikich will provide 600 hours of staff time dedicated to the completion of our audit and reports. Partner
and Manager hours comprise 34% of the total engagement hours. As stated above, the lowest cost
proposer did not include the level of staff or number of hours they will be dedicating to our audit in their
proposal.

Sikich provided three (3) municipalities as references including the City of Naperville, which is a member
of the lllinois Municipal Electric Agency (IMEA). Also, Sikich identified three additional municipalities that
they audit with large electric utilities similar to the City of St. Charles. None of the four (4) references
provided by the lowest cost provider maintain an electric utility.




Sikich has been the City’s auditor since 2000. They have demonstrated that they possess the knowledge
and expertise to keep the City in compliance with the ever-evolving GASB standards as well as the new
reporting and accountability requirements mandated by the state. During their tenure with the City,
they have provided services outside the scope of the audit including the review of bond transactions,
advising on the implementation of new pronouncements and advising on payroll and benefits tax issues.

Staff unanimously recommends appointing Sikich as our auditor knowing that they will act as a trusted
advisor who will help the City maintain compliance with the standards, conduct an audit in accordance
with generally accepted government auditing standards and provide assistance on specialty topics when
needed.



