
CITY OF SAN ANTONIO 
INTERDEPARTMENTAL 

OFFICE OF THE CITY INTERNAL AUDITOR 

To: 

From: 

Copies: 

Mayor and Council 

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

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 g eneral terms and c onditions o f t he C ity’s existing audit s ervices c ontract with 
KPMG LLP, dated November 21, 2002, and in an amount not to exceed $138,700.00 per quarter, 
including $127,200 for fees and $11,500 for reasonable and proper out-of-pocket expenses, for on- 
going performance audit activities of the Enterprise Resource Management (ERM) project 
commencing February 20, 2004 and continuing through December 2004; appropriating funds; and 
providing for payment. The maximum total amounts to be expended for these professional services 
will be $508,800, and for the related reimbursable expenses will be $46,000. 

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, and said ordinance authorized the execution of a 
contract with each firm. Section 18.1 of the Contracts, approved pursuant to Ordinance 96458, allows 
for an amendment to the terms of the contracts, so long as the amendments are in writing and approved 
by the City of San Antonio City Council. 

At the December 18, 2003, meeting of City Council Governance Committee, the City Internal Auditor 
presented a recommendation for consideration by the Committee to engage KPMG LLP to conduct 
on-going performance audit activities of the ERM Project. This recommendation was made to use 
external resources to supplement the internal audit staff resources through the end of calendar year 
2004 with verification and review of certain aspects of the project. The level of work scheduled will 
vary according to the implementation schedule of the ERM 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 approximately 
$604,000 in funds carried over from fiscal year 2003 for the internal audit department. Even with the 
all staff, there would be some information technology risk management and audit skills that would 
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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, and will serve as an amendment to the 
contract with KPMG, LLP. 

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 $11,500 per 
quarter through the end of calendar year 2004. It is estimated that this audit will require between 150 
and 2 12 m an-hours p er month s tarting i n 1 ate February 2004 b ased upon the S AP 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. 

This action will authorize a reduction of $554,800.00 in the General Fund Index Code 413005 Regular 
Wages and Salaries; and authorize an appropriation and encumbrance for the General Fund Index 
Code 413 195 Fees to Professional Contractors. 

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 for the three firms required by Ordinance are attached. A proposed 
engagement letter detailing the work scope and deliverables is also attached. 

* 
City Internal Auditor 
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d . - 
City of San Antonio 

Discretionary Contracts Disclosure* 
For use of this fomr, see Cify of San Antonio Ethics Code, Part D, Sections 182 

Attach 8dditionaI sheeb if space provided is not sufficient. 
State “Not Appkable”~ questdns ftmt do not apply. 

l This fom is requhd to be suppfemenied in the event them Q any change in the intbrmation under (1)‘ (2), of (3) below, 
betbre the discretionary contract is the subject of council a&on, and no later than ffve (5) business days after any change 
about which infomration is required to be ttled. 

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: 

(1) the iden * My of any indiidwl who would be a party to the discretionary contract: 

( 2)theide . contract: 

qQb+st’5. Wk\\t- c.I?* 

and the name of: 

(A) any individual or business entity that would be a subconbacfor on the discretionary 
CDntfact; 

I 

and the name of: 

(B) any individual or business entity that is known to be a partner, or a pam?f or 
SUbsidkuy business entity, of any individual or business entity who would be a party to 
the discretionary contract; 

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



,. 
. 

(3) the identity of any /oM~& or public reletions firm employed for purposes relating to the 
discretionary contract being sought by any individual or business entity who would be a 
party to the discretionary contract. 

I I 

Political CofBtributions 
Any individual or business entity seeking a discretionary contract from the city must disclose in 
connectton with a proposal for a discretionary contrti ail poliical cof&ibutions totafing one 
hundred dollars ($100) or more within the past twenty-four (24) months made directly or 
indirectly to any current or former member of Cii Council, afky caWcM8 for City Council, or to 
any @.%Gl%xl adion comm&ee that contributes to City Council elections, by any individual or 
business entii whose identity must be d&dosed under (l), (2) or (3) above. tndirect 
contributions by an imdividual in&de, but are not liiited to, contributiins made by the 
indiiual’s spouse, whether statutory or common-law. Indirect contributior~ by an entity 
indude, but are not limited to, contributions made through the officers, owners, attorneys, or 
registered lobbyists of the entity. 

To Whom Made: Amount: Date of Contribution: 

Disclosures in Proposals 
Any individual or business entity seeking a discretionary contract with the city shall disclose any 
known facts which, reasonably understood, raise a question’ as to whether any city official or 
employee would violate Section 1 of Part B, Improper Economic Benefit, by participating in 
official action relating to the discretionary contract. 

Signature: Title: . 
WA 
Company: 

Date: 

’ For PurPoses of this rule, facts are ‘reasonably understood” to “raise a question” about the appropriateness of official action if a 
disinterested Person would conclude that the facts, if true, require recusal or require careful consideration of whether or not reCUSal 
is required. 



City of San Antonio 
Discretionary Contracts Disclosure* 

~useoffhisIwm,scn,cilyofSenAn(DnkEthicscade. PartD, Sections 162 
Altedr 8ddiUon8l ah88ts if spsa, prwidd is not suhkient. 

St8t87’bt A&~tkd&‘lbrqueslions ttl8t do nOt 8WtJ’. 

l 7%/s form Is r8qulnd to b8 suppl8m8nf8d In th8 event them t8 my change in the In-on undv (l), @), or (3) betow, 
bdoru the dl8crvtlwt8fy contract Is the sub/rci of coundl ectton, end no kter then t9ve (5) budness deys MYef 8ny change 

-8bOllt wblch Infonnetton Is mqutmd to be twd. 

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: 

The Partners and Managing Directors of the KPMG LLP South Texas Business Unit 
would be parties to the discretionary contract and are ae follows: 

San Antonio - Rodney Farreil, Park Peaiarson, Walter Belt, snd Fred Bark 
Austin - Stan Sewetl, Mike O’Brien, F o, Keily Logan and Dan SMtsry 
Houston - W~~lf~rn J. Carr 

and the name of: 

or business entity Wtt vvotrid be a s&# c&x on the discretionary 

and the name of: 

(B) any individual or business entity that is known to be a partner, or a parent or 
subsidiary business entity, af any individual or business entity who would be a party to 
the discretionary contract; 

__- .____ I. 
’ 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. 
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Political Contributions 
Any individual or business entity seeking a discretionary contract from the city must disclose in 
connection with a proposal for a discretionary contract all political contrib~ions totaling one 
hundred dollars ($100) or more within the past cent-four (24) months made directly or 
indirectly to any current or former member of City Council, any candidate for City Council, 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 
individual’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. 

Disclosures in Proposals 
Any individual or business entity seeking a djscretiona~ contract with the city shall disclose any 
known facts which, reasonably understood, raise a question? as to whether any city Official or 
employee would violate Section 1 of Part B, Improper Economic Benefit, by pa~icipating in 
official action relating to the discretionary contract. 

None 

Signature: Tit’e: /Q g TN6 g 

Company: 

/<P/C LCf 

Date: 

h/O Lt 

’ For purposes of this rule, facts are “reasonat@ understow to ‘raise a question’ about the appropriateness Of offcial action if a 
disinterested person would condude that the fem. if true, nquira mcusal or require careful consideration of whether or not recusal 
is required. 
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City of San Antonio 
Discretionary Conttacts Disclosure* 

For yse ot this form se8 City of S&l AMniO EthiC.3 CO&, part D, Secrions 1@ 
Amch sddiijafl~ SMets fspeao pro-d rs not slrfyh?lent. 

Stetd’Not A,$hble” for ~stbns Mat do not apply 

l This Fomr ts required fo be supp~r~@d in the ovmt th’u k &?y change h UIO irtetion Under (r), @h w @I &bW, 
&m OH) m~ary co&tact id tie ~ubjest of cow& action. and no MU than 8~ (5) buslnsss d?jfS SffV w change 
al#ut w#l/ch ifemwtofl is required to be tiled 

Dklosure of Parties, Owners, and Closely Related Persons 
For the purpose of assisting the City in the enforqment of provisions contained in the City 
Chatter 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: 

1 Not Applicable 
I 

I 

;@j: ‘&haj&ntity ;li ,8n, : buQin&&;, . 

LeaI& Carter, P.C. 

and the name of: 

@j&y.- ind~~~~~~~~~~b,~.~~~,~~~.’ t&f,$!+$+$~@$“~ ~‘~~~~:~~!~~~~~.,t~e &cretion’ary 
‘~-&,jfi@g&,.:- ,~,,, .-:, ‘2 ,. ;:,‘ ; : .’ ‘,. : : 1, ,:” :. :: ,; ‘.::..‘.. ;; ,,,‘:’ 

i 
1 

I 
No subcontractors I 

I 
I 

I I 

and the name of: 

I I 

I Officers of the corpora?ion are Frank .I. Leal, CPA - Prssidentrrreasurer and Roberto Carter, 1 
CPA - Vice-President/Secretary. 

I I 
I I 

’ A bUSh8SS entity mesns a SC& prci;r;etorship, pSnerS$x firm, corpation. holding company, jaint-stack 
company, rectivership. trust, unincwporated associatian, or any other entity recognized by law. 
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~3i,,.&&‘: i&i& ,,of &I$@@$$& ,i$$.+#ii @$+?YI$ :6@ ‘-empla~e~~~~...~~~s. r.el&ng to the 
~~@&ig 5gu~hf py; any i@‘Widi&l~‘br ~usme~~~:~~t~“.~,~hO wouid be .a _ . . . . . . yJ&& /’ : __ :.‘--,“., .’ ,I- ,. /_ : ‘y:, ,: ‘, _ _:,, 

I 

‘7’ ~&&ga;y :&& 

pafly t.a ~he..disci~$liwrar$l 

None 

~Qlj&a, Chntibutld~sj::.l:,":~,~ .,_: .'. :i ;;;- : ?, ::':: .._ .' ,;, “,,.:, ,,, ,;.j ,'.,f', :-.'E .:,,,:.'Y:f ." ' ;: ;.. ;i,'?,';:'A,. II,. *: '1 ". 
Any jr&i&@{ or &&&$gj&~~~ +&jg g’djs&$dnary, con~fac~,i~~city tW.Jrit pliscbse in 
.conneg+, ,~3h ,; a jj~~&#.&. a ~dr~;&&-j*.f,~ig~3g a~!: g@ji~jcpj: c&&bGiti.~~ t6taiing:~~one 
.mMred &jai?, {,~~o~),st-‘:,~~Pr. +j,&in the.’ g@$f: ~&venty4bu~, @$~~$@$$~: 6%@$! dire$y. ‘3 
&@e-&‘&~~y~ &gjf~~~~~~&~~, ‘~~~~sr,~~:‘~~.~.~c~~~~~j, .a~@&@&$~ @rT’Citjf Councii, Of’ tO 
,#.)j& j&#&j” ecij~n.--co~~~e~,;that &j&&&&:,$yCity t&$iq $~~i~S,j -;bg;,any ,~in&khal~ or 
:~~$&, &@ (&)gg ,... i;&&$& kij$t be’. Qiscf#je$ tJnrj@ .. ff),, ,:;p:)‘:$j-i 5(3] ‘:.a.boV~. Indirt+ 
~n~ri~t@n5 bq ah. &&&&, i~c(&&; but..;tig &jt:: &git&j J~;~~&~f~&$~n~ m&3 i’by ‘ihe 
in@&j#s spqfuse,‘ $@&&‘l.~~@~~tar\l~ ,$’ ‘~(@l~,$&ij, .,. ihdif+ ” ~i$i@ljiO~S ‘liy an en@9 
.ialw, bi;it SF.,+ ~01 .~rmjt~;.ti, ~~ajjti&ixt$. ,~a~dtde:ttjroti~~.~he, offW%~:-0~~~% attOrney% Or 
r~gj5~:lob,b~~g~,,af~~~e-~~~-~~~~~l, ..,_ ,.I . . . ..y.‘,. .;:,:‘,;~~~ ,,,)_ ,.-I ‘,,,l ,,,.,i’.‘.:,::,,;:: . . . . ,:,, ::(, :_ 

ro Whom Marie: 

None 

1 Amarrnt: 
I 
1 

I Date of Contribution: 
I 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~ :.:I '_- ,:' : y .' " .l:.n ; '<; -;. :....,:, 

Any. ir;div&at.oi b;u&&$&$y s,@#g a ~~,&~~~&ry cyJf&ti $$fh tht5: &f SfiSll dkClOSe .any 
,knm f&s ~\)irhi,&‘&@d;&@y ~IJ~~,I+~$&&c$.~~&~. a .c&j%iz:‘& .%o’rivh&h&: +rly City Offkiai Or 
j.&$Oyee iirijiild &j~a~r$~O~Y j Of- pad: ,e;..,if+i;(i;pfj~ &j;$*W&efit, i-by. patticipatiq in 

dfkga~ ~qnTera6i~std;‘t~~ddi~~~io.na~~.~~~~~~.: ” 1’ : ;. 

None 

,- 

1 Title: President 
I 

Date: 

! 
Cmpany: Lea1 & Carter, P.C. ;rJ +-I 

? for ~0.366 0f this d3. fe5 ~re *?23m,h+7b~~ m!mtocd- to ‘fid~e i3 quastion’ shout tha applopriateness of ofmaf adM if a 
disinterest&j person w&d WKJude fiel the f&S, 8 tt%e, require rfXUSa! or WUife CarSfUi COnSidgfatIOn of Wh&w 0’ ~4 VxG~t 
i5 mqikd. 


