K-02a

rcllwtygl CiTY COUNCIL AGENDA ITEM

Loy

January 11, 2011

TO: John Szerlag, City Manager

FROM: John M. Lamerato, Assistant City Manager/Finance & Administration
Susan A. Leirstein, Purchasing Director
James A. Nash, Financial Services Director

SUBJECT: Contract Extension — Auditing Services

Background

On April 18, 2005, Troy City Council approved a three-year contract to provide Audit Services
for the fiscal years ended June 30, 2005, 2006, and 2007 with an option to renew for three (3)
additional years to The Rehmann Group, the vendor selected by Troy City Council as a result of
a best value process. (Council Resolution #2005-04-182). On December 17, 2007, the option
was exercised for an additional three (3) year period (Resolution # 2007-12-366 F-4d) under the
same pricing structure, terms, and conditions expiring December 31, 2010.

The Rehmann Group has offered to extend the contract for an additional three-year period
beginning January 1, 2011, expiring December 31, 2013 at the prices originally bid in 2005.

The ongoing implementation of the New World Systems financial management platform has
allowed some efficiency improvements during the last two audits. More information is being
exchanged electronically with Rehmann’s auditors requiring fewer hours spent on-site.

Since the last contract renewal, the City has reduced staffing levels significantly. There are now
three (3) City Accountants employed and directly involved with the annual audit as opposed to
five (5) in 2008. At least one (1) Accountant is expected to retire prior to June 30, 2011. This
loss of experience increases the challenge of continuing financial reporting excellence.

There are no requirements or recommendations to change external auditing firms; most cities
retain firms for some time (Farmington Hills, 25 years; Sterling Heights, 20 years; Royal Oak,
11 years; Oakland County, 10+ years). The initial audit with a new firm involves a very
substantial time commitment from both the firm and City staff. While The Rehmann Group
varies its procedures from year to year, they are familiar with the workings of the City’s finances
and are able to conduct our audits more efficiently than a new firm coming in. Additionally, with
reduced staffing, the Finance Department is unable to provide the level of support a new
auditing firm would require.
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January 11, 2011

To: John Szerlag, City Manager
Re: Contract Extension — Auditing Services

Background- continued

The Purchasing department does not conduct a traditional market survey when a best value
process is utilized in making a recommendation.

Although pricing is just one factor in the selection process, the proposal submitted by The
Rehmann Group is significant in that increased auditor liability has generally resulted in higher
fees for municipalities and businesses.

Financial Considerations

Funds are available in the various operating accounts for Finance, DDA, Block Grant
Administration, and Brownfield Redevelopment.

Option

City management recommends that City Council approve the contract extension with The
Rehmann Group at an all inclusive maximum 2011 price of $63,820.00, the same as bid in
2005.

Prepared by: James A. Nash, Financial Services Director
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Mr. Gerald Desioover, Vice President

The Rehmann Group

5750 New King St Suite 200

Troy Ml 48098

FAX: (248)952.5750 December 21, 2010

Dear Mr. Desloover:

The City of Troy exercised the option to renew the contract to provide audit services of the City's financial
statements for three years with the Rehmann Group for the fiscal years of June 30", 2008, 2009 and 2010
expiring December 31, 2010. As you are aware, the City is facing a significant budget shortfall; yet interested in
extending the current contract for three (3) additional years under the same terms and conditions at reduced
rates.

Throughout the life of the contract, the City has agreed to adjustments in the iabor rates based upon verifiable
changes by using the Consumer Price Index Inflation (CP!) Calculator or CPl computation for the published
Urban-CPI for the Detroit/Ann Arbor Area. The City finds it necessary to revert to prices Rehmann originafly bid
in 2005 as indicated below:

Proposal A: City Audit $57,000
Proposal B: DDA $ 3,070
Praoposai C; Brownfield $ 1,800
Proposal B; Smart Zone $ 1,950

All Inciusive Maximum Price {2011) $63,820

The Rehmann Group wili have the option in years 2012 and 2013 of holding the iabor rate constant or
submitting new prices based upon verifiable changes in labor by using the Consumer Price Index Inflation
(CPI) Calculator or CPI computation for the published Urban-CPI for the Detroit/Ann Arbor Area between the
base year of June 2011 and the subsequent year, whichever CPI computation is fower and deemed to be in
the City's best interest. Any adjustment made in the subsequent year will be calculated using the same
method for June of the current year with your base year of June in the year the contract was iast adjusted.

Please fax this letter back to the City of Troy Purchasing Department indicating if your company desires o extend
the contract until December 31, 2013. The fax number is (248) 619-7608. A request by City staff tc determine
the company's interest in extending the contract in no way obligates the City. The extension cannot be exercised
without a favorable market survey, Troy City Council approval and a blanket purchase order issued.

If you have any questions please call the Purchasing Department at (248} 524-3338.

CHECHK ONE:
The Rehmann Group is interested in extending the current contract under the same terms and conditions
at the reduced schedule as stated above: (}()

The Rehmann/(}/rpup is not interesteyyextending the current contract as stated above hut offers:

.. éf@ative bate: ___/ //,:;/“ /:/}/
7

Thank you,

Susan Leirstein, CPPO CPPB - Purchasing Director

Gi\Purchasing\ Lir - Option - Audit Services - Rehmann Group - RFP-COT 04-50v, 12,2010 doc





