
 
AGENDA REPORT 

 
TO:   Mayor & City Commission  
FROM: Steven J. Kingsbury, MBA, CPFA, MiCPT 
 Treasurer and Finance and Technology Director 
DATE: July 14, 2017 
RE: Annual Fiscal Audit Services Contract 
 
For the Agenda of July 17, 2017 
 
Background.    The City of Clare is required by state law and the United States 
Department of Agriculture - Rural Development to have an independent audit completed 
of our financial records annually by a licensed public accounting firm.  For the past 
several years the accounting firm of Andrews, Hooper & Pavlik of Midland, Michigan 
have satisfactorily and timely completed the City’s fiscal audit.  Last year’s audit was the 
final year of our audit engagement contract with AHP and it is prudent to request bids 
from interested public accounting firms for these services. 
 
The City prepared and distributed a Request for Proposal for annual external auditing 
services (copy enclosed) that included our requirements and also what information was to 
be included in the proposal.  As a result we received five proposals as outlined within the 
attached proposal summary.  Each of the proposals were for a five-year period with the 
option at the City’s discretion to extend the contract for an additional period. 
 
The cost for these required services for the first year range from a low of $16,000 from 
Andrews, Hooper & Pavlik to a high of $21,000 quoted by both Weinlander Fitzhugh and 
Yeo and Yeo.  The total cost for the five-year engagement, excluding the cost of a single 
unit audit if required, ranged from a low of $85,000 from AHP to a high of $110,000 
from Weinlander Fitzhugh.  It is important to note that the second lowest bidder did not 
include a price for a Single Unit Audit which is required when the City receives federal funding 
exceeding a specified amount, which is currently $750,000 during a single fiscal year. 
 
It is also important to note the number of committed hours to be provided within each of 
the proposals which are inverse to the quoted costs.  AHP indicated that they would be 
working 326 hours annually on our audit which was the greatest number of hoursof all 
the proposals received whereas Yeo and Yeo indicated that they would be spending only 
140 hours annually on our audit. 
 
Issues & Questions Specified.  Should the City Commission accept the annual external 
audit proposals received and select a public accounting firm to complete the City's annual 
fiscal audit? 
 
Alternatives.   

1. Approve the proposals and a contract for these services. 
2. Reject the proposals received and not award a contract for these services. 
3. Direct that additional audit proposals be requested. 
4. Set the matter aside for further consideration and deliberation at a subsequently 

scheduled public meeting.    
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Financial Impact.   Funds have been included in the City’s Fiscal Year 2017/2018 
Budget for the completion of the annual required external audit. 
 
Recommendation.  It is recommendation of management that the City Commission 
accept the audit proposals received and award the annual audit services contract to the 
low bidder of Andrews, Hooper & Pavlik by adoption of Resolutions 2017-087. 
 
Attachments.   

1. The City of Clare’s request for proposal for audit services. 
2. Summary of audit proposals received. 
3. Resolution 2017-087. 
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CITY OF CLARE 
PROFESSIONAL AUDITING SERVICES 

REQUEST FOR PROPOSAL 
 
 
I. Background Information 
 

The City of Clare was originally organized as a village in 1879 and currently has a 
population of 3,118 (as of the most recent census in 2010).  The City of Clare is physically 
located within two counties, predominately Clare to the north and Isabella to the south.  
The City of Clare currently has twenty-six active funds, all maintained in accordance 
with the State of Michigan Treasury’s recommended chart of accounts.  The City of Clare 
utilizes the full suite of software applications from BS&A Software for its assessing, 
taxation, utility billing, personnel, accounting and financial management. 
 
The City of Clare is required by State and Federal law to have an annual audit conducted 
of its financial statements by a Certified Public Accountant in accordance with Generally 
Accepted Accounting Principles (GAAP) and the various Governmental Accounting 
Standards Board (GASB) pronouncements.  The completed audit must be submitted 
annually to the State Treasurer’s Office no later than December 31st, six months after the 
conclusion of the City’s fiscal year which is June 30th. 

 
II.  Objective and Scope 
 

A financial audit is requested for the fiscal year end of June 30, 2017.  The audit is to 
include the City of Clare’s financial statements of the governmental activities, the 
business-type activities, component units, each major fund and the aggregate remaining 
fund information, which collectively comprise the City’s basic financial statements.  The 
financial statements are to be presented in accordance with the financial reporting model 
described in GASB.  Additionally, the completed audit submitted to the City is to include 
combining and individual non-major fund financial statements and schedules that will be 
subjected to the auditing procedures applied in the audit of the financial statements that 
collectively comprise the City’s basic financial statements. 
 
The audit report is to also include management’s discussion and analysis that will not be 
subject to the auditing procedures applied in the audit of the financial statements that 
collectively comprise the City’s basic financial statements and for which the auditor’s 
report will disclaim an opinion. 
 
The auditing standards as required shall be those generally defined under the same caption 
in the "Bulletin for Audits of Local Units of Government in Michigan" and as required in 
accordance with generally accepted auditing procedures as set forth by the American 
Institute of Certified Public Accountants, the standards applicable to financial audits 
contained in “Government Auditing Standards,” issued by the Comptroller General of the 
United States, the provisions of the Single Audit Act of 1984, as amended, and the 
provisions of the U.S. Office of Management and Budget (OMB) Circular A-133, "Audits 
of States, Local Governments and Non-Profit Organizations."  The financial statements to 
be included in the report are those prescribed by the Michigan Department of Treasury, 
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Local Audit Division as applicable, in its release entitled Uniform Reporting Format for 
Financial Statements for Local Units of Government. 
 

III. Report Requirements 
 

For financial audits, the auditor shall examine the financial statements and records of 
the City of Clare and shall issue an auditor’s opinion on its financial statements with an 
in-relation-to opinion on combining and supplementary information, if applicable.  
Such financial statements shall be prepared in conformity with generally accepted 
accounting principles.  The auditor will be responsible for preparing and printing the 
Comprehensive Annual Financial Report. 
 
As part of the annual audit the auditor shall issue a compliance report based on the 
findings of the audit on the general purpose or basic financial statements and a report on 
the internal control structure, both in accordance with Government Auditing Standards. 
 
The auditor shall prepare and include a statement expressing positive assurance of 
compliance with State fiscal laws identified by the state auditor and other financial issues 
related to the expenditure of funds received from Federal, State or local governments. 
 
The auditor shall prepare a comprehensive management letter that includes a 
comprehensive affirmation of the auditor’s compliance with laws and regulations as 
applicable and adherence to generally accepted accounting principles. 

 
The audit must be completed by November 30th and the report presented to the City 
Commission no later than the second regularly scheduled City Commission meeting in 
December (meetings are held on the first and third Monday’s each month). 
 

IV. Audit Term 
 

If the selected certified public accounting firm performs satisfactorily for the June 30, 2017 
audit, the same firm will be engaged to perform the audit for the succeeding four fiscal 
years, subject to an annual evaluation by the City of Clare’s Fiscal and Budget Committee 
and expenditure appropriation by the Clare City Commission.  The term may be extended 
for an additional five-year engagement, based on mutual agreement in writing by and 
between the public accounting firm and the City of Clare.   
 

V. Proposal Qualification Requirements 
 

Interested certified public accounting firms should include the following information in 
their proposal to perform the audit of the fiscal year ending June 30, 2017: 

 
 1. Profile of the Independent Auditor 
 

The profile of the proposing certified public accounting firm should provide general 
background information including: 

    
1. The organization and size of the proposing certified public accounting firm, 

whether it is local, regional, national or international in operation. 
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2. The location of the office from which the audit is to be conducted, the number 

of accountants and professional staff that will be assigned to complete the 
audit including a brief overview of their qualifications. 

 
3. A positive statement that the following mandatory criteria will be satisfied 

through the audit: 
 

A) An affirmation that the proposing audit firm is properly licensed for 
practice as certified public accountants within the State of Michigan. 

 
B) An affirmation that the proposing audit firm meets the independence 

requirements of the American Institute of Certified Public 
Accountants and the Government Auditing Standards, 2003 revision, 
published by the U.S. General Accounting Office. 

 
C) An affirmation that the proposing audit firm meets the continuing 

education and external quality control review requirements contained 
in the Government Auditing Standards, 2003 revision, published by 
the U.S. General Accounting Office. 

 
 2. Proposing Firm’s Qualifications 
 

1. Identify the audit partners, audit managers, field supervisors and other staff who 
will work on the audit, including staff from other than the local office.  Resumes 
including relevant experience and continuing education for the staff auditors up to 
the individual with final responsibility for the engagement may be included. 

 
2. Describe the recent municipal auditing experience similar to the type of audit 

requested and provide relevant references. 
 

3. If other auditors are to participate in the audit, those auditors should also provide 
the same information requested from the proposing firm. 

 
4. Describe the audit firm’s participation in AICPA sponsored or comparable quality 

control programs (peer review).  Provide a copy of the firm’s current peer review 
as required by Government Auditing Standards.   

 
 3. Proposing Firm’s Approach to the Examination 
 

Submit a general audit work plan to accomplish the scope defined in these guidelines.  
The audit work plan should demonstrate the proposing audit firm’s understanding of 
the audit requirements and the annual audit including tests and procedures to be 
applied in completing the audit plan.  The plan should also provide details of the 
expected number of audit hours by staff level.  The planned use of specialists if 
applicable to the proposed audit should also be specified. 
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 4. Time Requirements 
 

1. Proposal Calendar 
 

The following is a list of key dates: 
 

• June 9, 2017  Request for proposal issued 
• June 30, 2017  Proposal deadline  
• July 1-13, 2017 Evaluation process/interview period 
• July 17, 2017  Final Selection and notification. 

 
2. Schedule for the Fiscal Year: 

 
The audit firm shall complete each of the following no later than the dates 
indicated below: 
 

• July 1, 2017 Audit Firm shall provide the City of Clare both 
a detailed audit plan and a list of all schedules to 
be prepared by the City of Clare. 

• August 1, 2017 The Audit Firm may begin performing audit 
work after this date. 

• November 30, 2017 The audit must be completed and the report 
issued no later than October 31, 2008. 

 
 5. Total Cost of Annual Audit 
   

The written audit proposal is to include a complete articulation of all fees, charges 
and expenses required to complete the annual audit inclusive of any travel, per diem 
and all other expenses.  Any charges in excess of the agreed upon annual contract 
must be negotiated with the City of Clare in advance of their occurrence.  As noted 
in section 4, it is anticipated that if the selected certified public accounting firm 
performs satisfactorily for the June 30, 2017 annual audit it will be engaged to 
perform the audit for the succeeding four years with the possibility of extending the 
agreement for an additional five years.  Therefore, the annual cost of the audit should 
be provided for each of the first five years. 

 
 6. Additional Services 

 
Each audit proposal is to also include the following ancillary auditing services, the 
costs of which are to be provided outside of above described annual audit. 

 
• Preparation/submission of the annual State of Michigan F-65 report. 

 
• Consultation with the City’s Treasurer and Finance Director or City Manager as 

needed to insure compliance with state and federal regulations and laws and 
applicable accounting standards and practices.  If a cost or limitation to this service 
is to be observed the proposal is to so articulate those costs and/or limitations. 
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• Audit samplings of revenue and expenditure documentation to be conducted 
during the fiscal year at the call of the Chair of the City of Clare’s Fiscal and 
Budget Committee.  The cost of this test work, if deemed to be outside of the 
proposed annual audit, is to be quoted on the basis of the total cost to complete 
one such audit sampling.  The audit sample is to be determined by the audit firm 
based upon generally accepted accounting practices and articulated in the cost 
proposal. 

 
 7. Non-discrimination Clause 
 

Within the written audit proposal a statement of affirmation is to be included that the 
proposing firm does not discriminate against any individual because of race or any 
other protected status under applicable state and federal law.  Furthermore, that the 
proposing firm also complies with all applicable laws in consideration for 
employment, selection of training, promotion, transfer, recruitment, rates of pay, or 
other forms of compensation, demotion or separation of their staff. 

 
VI. Contractual Arrangements 
 

a. Audit programs, work papers and reports must be retained the period of time 
prescribing in law or applicable professional standards after the completion of the 
audit and must be made available for inspection by officials from the City of Clare, 
state or federal government officials who have an official need for the 
documentation or other related auditor’s if requested in writing. 

 
b. Staff of the City of Clare will be available to prepare schedules, trial balances, and 

provide documentation to assist the auditor to the best of their ability and as their 
work schedules permit during the course of the audit. 

 
c. Neither the auditing firm or the City of Clare shall during the term of the contract, 

solicit for hire as an employee, consultant or otherwise any of the other party’s 
personnel who have direct involvement with the audit services as outlined herein, 
without such other party’s written consent.  If the audit firm or the city desires to 
offer employment to an employee of the other a compensation fee may apply. 

 
VII. Contract Termination 

 
The contract for audit services is to contain a termination clause which allows either party 
to terminate the contract in writing no later than March 1st each year.  In the event of 
early termination of the contract during the course of an annual audit, payment for 
services provided will only be made for actual, documented and approved time charges 
and expenses incurred through the date of termination.  Though early termination is not 
anticipated or desired by the City of Clare, any and all work papers, documentation and 
other related materials would at that point become the sole property of the City of Clare 
to allow for timely and fiscally responsible completion of the annual audit. 
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VIII. Evaluation of Proposals 
 

The following criteria will be considered when making an evaluation of the written audit 
proposals submitted to the City of Clare: 

 
1. Technical Factors 

  
A) Responsiveness of the proposal in clearly stating an understanding of the 

audit services to be performed. 
 

1) Appropriateness and adequacy of proposed procedures. 
 
2) Reasonableness of time estimates and total audit hours. 

 
3) Appropriateness of assigned staff levels. 

 
B) Technical experience of the firm. 
 
C) Qualifications of the staff. 

 
D) Size and structure of firm considering the scope of the audit. 

 
E) Geographic location of key personnel and responsible office. 

 
2. Costs of the Audit. 

 
3. Right to Reject – The City of Clare reserves the right to reject any and all 

proposals submitted and to request additional information from any proposing 
audit firm as it deems necessary or appropriate.  The contract will be awarded to 
the independent certified public accounting firm who, based on evaluation of all 
responses, applying all criteria and oral interviews if necessary, is determined to 
be the best qualified in the sole opinion of the City of Clare to perform the audit. 

 
VIII. Submission of Proposals 
 

Four copies of your proposal are to be submitted to Steven Kingsbury, Treasurer and 
Finance Director for the City of Clare, no later than 5:00 p.m. Friday, June 30, 2017.  
Proposals must be signed by an official authorized to bind the audit firm to the provisions 
of the contract and must remain valid for a period of at least 90 days.  The selection of the 
CPA Firm will be made by the Clare City Commission during one of their regularly 
scheduled meetings based upon the recommendation of the Fiscal and Budget Committee 
of the City of Clare.  All firms submitting proposals will be notified immediately 
thereafter as to the selection results.  No proposal will be considered that is not received 
at or prior to the indicated submission deadline. 

 
IX. Pre-proposal Assistance and Source of Additional Information 
 

If additional information is required you can contact Steven Kingsbury at 989-386-7541, 
extension 107 during normal business hours.  Previous years Annual Audit Reports are 
available for review upon request and are available on the State of Michigan, Department of 
Treasury’s Internet site ( www.michigan.gov/treasury/0,1607,7-121-1751_31038---,00.html ). 

http://www.michigan.gov/treasury/0,1607,7-121-1751_31038---,00.html�


Andrews, Hooper & Pavlik Anderson, Tackman & Company Rehmann Robson Group Weinlander Fitzhugh Yeo and Yeo
Midland, Michigan Kincheloe, Michigan Saginaw, Michigan Clare, Michigan Midland, Michigan

Total Annual Cost - FY2016/17 to 2020/21 16,000$  18,000$ 17,700$    18,700$ 18,150$ 19,350$ 21,000$     23,000$ 21,000$     21,400$         

Total Five Year Cost 85,000$  90,000$    93,650$ 110,000$   106,000$   

Single Unit Audit Cost if Required 3,500$     3,500$   Did not provide pricing $1,000 to $1,500/Each 2,500$       2,500$   4,000$       4,000$           

Annual Audit Engagement Fees:

Fiscal Year 2016/17 14,000$  17,000$    17,500$ 20,000$     17,000$     

Fiscal Year 2017/18 14,500$  17,000$    17,700$ 20,500$     17,100$     

Fiscal Year 2018/19 15,000$  17,000$    18,100$ 21,000$     17,200$     

Fiscal Year 2019/20 15,500$  17,500$    18,400$ 21,500$     17,300$     

Fiscal Year 2020/21 16,000$  18,000$    18,700$ 22,000$     17,400$     

Act 51 Performance Compliance Audit: 1,000$     Each Year Included in above Did not provide pricing 1,000$       Each Year 3,500$       Each Year

F-65 Preparation and Filing: 500$        Each Year 700$         Each Year 650$      Each Year Included 500$          Each Year

Total Non-Attest Additional Services: 500$        Each Year N/A Not Disclosed/Indicated Not Disclosed/Indicated Not Disclosed/Indicated

Single Unit Audit if Required: 3,500$     Each Year Did not provide pricing $ 1,000 to $ 1,500 Each 2,500$       Each Year 4,000$       Each Year

Additional Hourly Fees: $ 90 to $ 200 $ 60 to $ 180 Not Disclosed $85 - $170 $ 125 to $ 300

Audit Sampling - Revenues & Expenditures: At hourly rate At hourly rate Not Disclosed 750$          At hourly rate

Anticipated Staff Work Hours and Cost Per Hour:

Partner/Principal 54 200$      25 180$      Not Disclosed 27 175$      10 $ 240 - $ 300

Senior Manager 112 150$      83 85$        Not Disclosed 63 112$      40 $ 232 - $ 240

Senior Staff 0 120$      0 Not Disclosed 65 90$        90 $ 155 - $ 210

Staff 160 90$        120 60$        Not Disclosed 100 80$        0 $ 125 - $ 137

Clerical 0 22 50$        Not Disclosed 0 0

Total 326 250 200 255 140

     Financial Statement Preparation Yes Yes Not Disclosed Assistance Indicated Not Disclosed

     GASB 68 Adjusting Entries Yes Not Disclosed Not Disclosed Assistance Indicated Yes

     Peer Review Report Yes Yes Not Included Not Disclosed Not Disclosed

     Michigan Treasury F-65 Yes Yes Not Disclosed Yes Yes

Additional Items



 

 

RESOLUTION  2017-087 
 
A RESOLUTION OF THE CLARE CITY COMMISSION APPROVING THE 
PROPOSALS RECEIVED AND THE SELECTION OF AN INDEPENDENT PUBLIC 
ACCOUNTING FIRM TO COMPLETE THE CITY'S REQUIRED FISCAL AUDIT. 
 

WHEREAS, an audit of the financial records of the City of Clare, Counties of Clare and 
Isabella, State of Michigan (the “City”), must be completed annually as required by state and federal 
law as well as by the United States Department of Agriculture - Rural Development; and    
 

WHEREAS, the previous audit engagement contract for these services expired last year; and 
 
WHEREAS, the City Commission of the City of Clare determined and directed that audit 

proposals be requested and evaluated; and 
 
WHEREAS, fiscal audit proposals were requested, five were received, validated, compared and 

evaluated by the City Treasurer and Finance Director; and 
 
WHEREAS, the City Commission has evaluated the proposals received and has determined that 

the proposal from the public accounting firm of Andrews, Hooper & Pavlik meets all of the City, State 
and Federal requirements and that they provided the most cost efficient proposal to provide these services 
at an estimated cost of $16,000 for the first year's fiscal audit (2016/17) as well as for the entire 
engagement contract. 
 

NOW THEREFORE BE IT RESOLVED THAT the Clare City Commission hereby 
approves the selection of the public accounting firms of Andrews, Hooper & Pavlik to complete 
the City's annually required financial audit. 

 
ALL RESOLUTIONS AND PARTS OF RESOLUTIONS INSOFAR AS THEY 
CONFLICT WITH THE PROVISIONS OF THIS RESOLUTION BE AND THE SAME 
ARE HEREBY RESCINDED. 
 
The Resolution was introduced by Commissioner       and supported by Commissioner     .  
The Resolution declared adopted by the following roll call vote: 
 
YEAS:   
          
NAYS:             
       
ABSENT:        
 
 
Resolution approved for adoption on this 17th day of July 2017. 
 
 
 
________________________________ 
Diane Lyon, City Clerk 
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