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CITY OF SAN ANTONIO 
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INTERDEPARTMENTAL MEMORANDUM ; “‘;- ;I’ “, ” 
OFFICE OF THE CITY INTERNAL AUDITOId ‘* ” ’ 

To: Mayor and Council 

From: Patricia M. Major CPA, CTP, CGFM, City Internal Auditor 

Through: Terry M. Brechtel, City Manager 

Copies: City Attorney’s Office, Office of the City Internal Auditor; City Clerk; Office of 
Management and Budget; tile 

Subject: Approval of a professional services agreement 

Date: February 12,2004 

SUMMARY AND RECOMMENDATION 
An Ordinance authorizing a professional services agreement with KPMG LLP on terms 
otherwise consistent with the general terms and conditions of the City’s existing audit services 
contract with KPMG LLP, dated November 21, 2002, and in an amount not to exceed 
$165,200.00, including $127,200 for fees and $38,000 for reasonable and proper out-of-pocket 
expenses, for an o n-going p erformance audit o f t he Enterprise R esource M anagement (ERM) 
project through December 2004; appropriating funds; and providing for payment. 

Staff recommends approval of this Ordinance. 

BACKGROUND 
State Statute and the City Charter require that annual audits of the City’s financial records be 
performed by independent certified public accountants. The firms of KPMG LLP; Lea1 and 
Carter, P.C.; and Robert J. Williams, CPA were approved in Ordinance 96458, dated September 
26, 2002, to perform these services for fiscal years 2002, 2003 and 2004 and for two additional 
one-year options contingent upon annual budget appropriations. This ordinance, under the same 
terms and conditions as the existing agreement, authorizes the approval and execution of a 
separate professional services contract. 

At the December 18, 2003, meeting of City Council Governance Committee, the City Internal 
Auditor presented a recommendation presented for consideration by the Committee to engage of 
KPMG LLP to conduct an on-going performance audit of the ERM Project. This 
recommendation was made to use external resources to supplement the internal audit staff 
resources through calendar year 2004 with verification and review of certain aspects of the 
project. 

Funding for this project will include the approved General Fund sources for this fiscal year, and 
carried-over funds from the prior fiscal year. These funds are available due to delays in 
employing replacement staff for the audit department. Even with the all staff, there would be 



some information technology risk management and audit skills that would need to be 
complemented with such highly specialized expertise. The timing is critical because of the 
present ERM Project implementation schedule. 

This engagement will not impair or affect KPMG, Lea1 and Carter, P.C. or Robert S. Williams’ 
ability to perform and complete the City’s annual financial audit as provided in the Audit 
Services Contract approved by Ordinance No. 96458 on September 26,2002. 

POLICY ANALYSIS 
In performing these additional services, and in accordance with SBEDA policy, the firms of Lea1 
and Carter, P.C. and Robert J. Williams, CPA will able to observe the on-going performance 
audit processes along with staff from the Office of the City Internal Auditor. This will be 
specialized training for the external and internal auditors that will enhance their skills for future 
work with the City or other municipal entities. The external firms will not pay nor will they be 
paid for their time during this developmental opportunity for specialized training. 

FINANCIAL IMPACT 
The estimated fees for this engagement will be based upon a fee not to exceed $127,200 plus 
reasonable and proper out-of-pocket expenses for travel, lodging and meals not to exceed $9,500 
per quarter through the end of calendar year 2004. It is estimated that this audit will require 
between 150 and 212 man-hours per month starting in late February 2004 based upon the SAP 
and IT controls experience of the KPMG LLP personnel. These costs will be paid using 
approved budget appropriations for the Office of the City Internal Auditor. Expenditures will be 
made based upon actual costs for services used each month, and related approved expenses, such 
as travel and housing for KPMG staff. 

COORDINATION 
Coordination of this item has included the City Council Governance Committee, the Finance 
Department, the City Attorney’s Office, and the Office of the City Internal Auditor. 

SUPPLEMENTAL COMMENTS 
The ethics disclosure forms required by Ordinance are attached. A proposed engagement letter 
detailing the work scope and deliverables is also attached. 

; 
City Internal Aud&or 



City of San Antonio 
Discretionary Contracts Disclosure* 

Foruw,ofthisfonn.seeCilyofSenAn~EtMcscodePa~D,secbbnsl~ 
Attach atWtt&nat sheets I spm~ pnwidd is not surlkienl. 
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l This fom~ Is mqubud to be supplemented in @IO wont thaw la my change in fhe inbmwtlon undu (1). (1) or (3) Ww, 
befwu the diacretionaty contract is the tubjti of coundt acUon, and no tater than ffve (S) burlness dwys a&r any change 
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Disclosure of Parties, Owners, and Closely Related Persons 
For the purpose of assisting the City in the enforcement of provisions contained in the City 
Charter and the Code of Ethics, an individual or business entity seeking a discretionary contract 
from the City is required to disclose in connection with a proposal for a discretionary contract: 

would be parties to the discretionary contract and are as follows: 

San Antonio - Rodney Farrell, Park Pearson, Welter t&It, and Fred Bartz 
Austin - Stan &~~ell, M&e O’Brien, Fred Tedesco, Kelly L-an and Dan Slort&ry 
Houston - Wllllam J. Cert 

and the name of: 

and the name of: 

$3) any individual of business entity that is known to &? a partner, or a parent or 
sub&i&y business entity, of any in~iv~~a~ or business entity who would be a party to 
the discretionary contract; 

~------l 

_--._--. 
’ A business entity means a sole proprietorship, partnership, firm, corporation, holding company, joint-stock 
company, receivership, trust. unincorporated association, or any other entity recognized by law. 

COSA Form 1050-33-2. City of San Anlonio Discdcmry Contraal.doc. 09/12/02 



Political Contributions 
Any individual or business entity seeking a disoretionary contract from the city must disclose in 
connection with a proposal for a discretionary contract all politioal contributions totaling one 
hundred dollars ($100) or more within the past bend-four (24) months made dire,ctly or 
indirectly to any current or former membctr of City Coundl, any candid&? for City Councrl, or to 
any political action committee that contributes to City Council elections, by any individual or 
business entity whose identity must be disclosed under (I), (2) or (3) above. Indirect 
contributions by an individual include, but are not limited to, contributions made by the 
i~dividua~‘s spouse, whether statutory or common-law. Indirect contributions by an entity 
include, but are not limited to, contributions made through the officers, owners, attorneys, or 
registered lobbyists of the entity. 

None 

Disclosures in Ptopoeals 
Any individual or business entity seeking a discretionary contract with the city shall disclose any 
known facts which, reasonably understood, raise question2 as to whether any city offici3’ Or 
employee would violate Se&ion 1 of Part 8, Im per f3m”omic Benefit, by pa*jcipating in 
official action relating to the discretionary contract. 

None 

Signature: Tit’e: F/f g p/g g 

Company: 

m?M L&P 

Date: 

’ For purposes of this rule, facts are “reasonably undtsrstod” to ‘raise 8 question ’ about the appropriateness of official action if a 
disinterested person woukl conclude thatthe facts, if true, require recuSal or require careful consideration of whether or not recusal 
is required 
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City of San Antonio 
Discretionary Contracts Disclosure* 

For usa of thiS fim, se.9 Cify of San Antonio Efhics code, Part D, Sections j= 
Attach urmltionu/ sheets iT speou pwided !s not s-f. 

stat~“No( Ajztp!bb&” for @wtims Mat do nbt e&W. 

l This tb?m Is required fo be supplemt~ted In the evmt tha Is sny chanp h, the i#formatiWl under (f), 0, w (3) &low, 
befare f?m discrdonary contract id Ihs bobjeti dcouncll a~tjpl?, dnd no le(er thati #W (3 b&m tip SffV UnY ChWF 
ab& W&h krfomration /S mq&?d (0 be tiled 

btsclosure of Parties, Owners, and Closely Related Persons 
for the purpose of assisting the City in the enforcement of provisions contained in the City 
Cherter and the Code of Ethics, an individual or business entiiy seeking a dkzretionwy Contrac! 
from the City is required to disclose in connection with a proposal for 8 discretionary contract: 

(,~j;:~~~~~~ty.,of,~)ii~~~~~ivjdi~~~o~~ujd~;~~~~~~~tnl~~~~~~~~~~~~~,,~~~,~r~~; 

I 

Nut Applicable 

1 

(?&I .&y$j&ytity $an- 1 ~ij&.jg.g~ 
r _ 

LeaI& Carter, P.C. 

! I 

and the name of: 

@yi a& ;~ij~uid;ia;-~~,?jig&gj +$&$ &at, .~~a~~~~~~~~~~~~~~~~~,~.,~e, d&ret ionq 
-y’ ‘&j&g.&:,,-, ., ,. ,,:: ;: ::; ; -’ ‘,. :: : ., .:.: “‘c;:,, ‘), ‘I:‘,‘.’ .:, ,,,: ” 

I 
1 

I 
No subcontractors I 

I 
I 

I 

and the name of: 

@j-$fi) ii@&.&il~ ~~.,~~&&~ ,,j@&i; 1 ‘If&j; ~‘,‘~,&j~~‘i,~~~~ :~&$,. .,@+jei, ‘&# $ 
‘i$y~~&@,~$ 

p;8rgiii’ C$ 

&$@&‘ 
any ji+li$Tkiii’:4$f ~~~$~~~~,~nf~~.:~O.~~ld tXf a.party to 
-, ; :- -; .._, ; :_ : -:,:., ,;;, ,f:.‘;:.‘“:: .,. ‘, ,. * 

i 

I 
offices of the c;crporation a~ Frank J. LeaI! CPA - President/Treasurer and Roberto Car@ 1 
CPA - Vice-PresidenVSecretary. 

I 

’ A business enfiiy meen a SC&! prapr;etursMp, parinership, firm, corporation, holding company, jaint-stadr 
Company, receivership. trus:, unincorporated assoc&ion. or any other entity recognized by law. 

c@A Form 1050-33-2. D;6c?eliionaly Dl3c!osti. O@J~z/O2 
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I 

& .totaiing:~~one 

To iAihom Made: 

None 

Date of Contribution: 

None 

Date: 

1 for wmah o( ‘d&7 p&g, f&T& ~2 *ESsDn&l~ WXkstOob’ 10 ‘f&Se a qUeStin’ about tha appmtiatemss of offhat zdm n 8 
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