RESOLUTION NO.: 25 -2016
INTRODUCED BY: O’Toole

A RESOLUTION TO AUTHORIZE A CONTRACT WITH THE
AUDITOR OF THE STATE OF OHIO FOR FINANCIAL STATEMENT
AUDITS FOR THE YEAR 2015.

WHEREAS, the City is required to have its annual financial statements audited in
accordance with accounting principles generally accepted in the United States and needs
this to be done for the year ending December 31, 2015, which services can be provided
pursuant to the letter agreement from the Auditor of State attached hereto and
incorporated herein as Exhibit A;

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of
Richmond Heights, State of Ohio, that:

Section 1: ~ The Mayor is authorized to execute the letter agreement attached
hereto as Exhibit A with the Auditor of the State of Ohio for the services set forth therein
in a total amount not to exceed $30,750.00, and any additional work which would require
an expenditure of funds above the $30,750.00 shall be approved by this Council.

Section 2:  The Director of Finance is authorized and directed to appropriate to
a proper account the funds necessary for the agreement authorized in Section 1 of this
Resolution.

Section 3: It is found and determined that all formal actions of this Council
concerning and relating to the adoption of this Resolution were adopted in an open
meeting of this Council, and that all deliberations of this Council and any of its
committees that resulted in such formal action, were in meetings open to the public, in
compliance with all legal requirements, including Section 121.22 of the Ohio Revised
Code.
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Section 4: This Resolution shall take effect and be in force from and after the
earliest period allowed by law.

PASSED:
David H. Roche, Mayor
APPROVED:
ATTEST:
Betsy Traben Eloise Cotton-Henry
Clerk of Council President of Council
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EXHIBIT A

Dave Yost - Auditor of State

ENGAGEMENT LETTER
March 21, 2016

Mitch Michalec, Fnance Director
City of Richmond Heights

This letter of arangement between the City of Richmond Helghts (the Gily) and the Auditor of State
describes the objective and scope of the services we will provide, the City's required involvernent and
agsstance in support of our sarvices, the related fee arrangements, and oither terms and conditions
designed 1o ansure that our professionsl services satisfy the City's audit requiremants

Sumimary of Services

We will audit the City's basic financial statements as of and for the year ended December 31, 2018, We
are pleased to confirm our acceplance and our undarstanding of this audil engagement by means of this
letter. The objective of an audil is o express our opinion conceming whether the basic financial
statements present fairly, in all malerial respects, the City's financial pesition, changes in financial
pesition, and required budgetary comparisons, in conformity with U.S. generally accepled accounting
principles,

We expect to deliver our repert on or about Septembar 30, 2016

We will audit to form an opinion on the basic financial statements. e will also opine on whathar
supplemantary information is fairly presented, in all material respects, in relation 1o the basic financial
statements taken as 8 whole.

We will apply ceain limiled procedures to required supplementary information. However, we will net
opine or provide any assurance on this information because the limited procedures do not provide us with
sufficiant evidence to express an opinion or provide any other assurancs,

Engagement Team
The engagament will be lad by:

- Dan Stuetzer, Chied Auditor, who will b responsible for assuring the ovarall quslity, value, and
timeliness of our senices to you;

* Matthew Goldman, Senlor Audit Manager, who will ba responsible for managing the delivery of our
services fo you; and

o Lisa White, Audit Manager, who will be responsibie for on-site administration of our ssricas te you,

The Auditing Process

Our Responsibiliies:

The Summary of Services above describes our responsibilifes for the City's basic stelements and other
financial mformation,

Lausche Building, 615 Superior Ave, MW, Twelfth Floor, Cleveland, (hio 44 113-1831
Phone: 116-TH?-16&5 ar HOD-62A-2297 Fax: 21é-787.2341
www.ahioan ditor.gov
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We will conduct our audit in accordance with U.S. gemerally accepted auditing standards (GAAS) and the
Comptroller General of the United States’ standards for financial audits included in Governmen! Auditing
Standards. Those standards require that we plan and perform the audit o reasonably assure thal the
financial statements are free of material misstaement,

Beécause of inherent imitations of an audii, logether with the inherent limitations of internal control, an
unavosdable rigk that some matedal misstaterment may not be detected exists, even though the audit is
properly planned and perfermed in accordance with GAAS.

We may limit cerain procedures to ssleclive testing of data. Therefore we might not detect material ermor
and fraud if it exists, It is not cost-efficient 1o design procedures to detect immalerial errer or immaterial
frawd. Also. because of the characteristics of fraud, Including attempls at concealment through collusion
and forgary, 8 properly designed and executed audit may not detect a material fraud.

We will communicate all instances where we believe fraud may exist to you. These would include
instances where we:
« Have persuasive evidence that fraud occurmed.
+  Determined fraud risks exist and wene unable o oblain convincing evidence to determine that
frawsd was unlikely,

Similartty. noncompliance may have occured. However, our audit provides no assurance that
nancomphance generally will be detected and only reasonable asaurance that we will detect
noncompliance direclly and matarially affecting the datermination of financial statement amounts. We will
inform you regarding rmaterial errar or noncompliance that come ko our attention.

If we find indications of abuse, we will expand our 12515 0 delerming its financial statemenl effect.
Governmant Auditing Standards defines abuse as behavior which while not necessarily a kegal viclation,
is behavior a prudent person would deem improper or deficient. Because this determination is subiective,
Govermmanf Avditing Standards does not expect auditors o provide reasonable assurance of daetecting
abuse,

If for any reason we are unable to complete the audit or are unakde to farm an opinion, we may disclaim
an opinion on your financial stalements. In this unlikely evenl, we will communicate the reason for
disclaiming an opinion to you, and fo those charged with governance, In writing.

Your Responsibiiities and Identiication of the Applicabls Reparting Framewark:
We will audit assuming fhat management and those charged with govermance acknowledge and
understand they are responsible for:
1. Prepanng the financial statements and other financial information, ncluding related disclosures
and selecting and applying accounting principles in sccosdance with accounling peinciples
generally accepted in the Linited States of America,

2. Providing us with:

a.  Access o all information of which managamant is aware that is relevant to preparing and
fairly presesting the financial statemsents such as records, documentation, and othes
matters,

Additional information that we may request from managament for the audit; and
©. Umrestricted access to persons within the City from whom we determine it necessary io
obtain audit evidence.

o
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3, Inform us of events occuming or facts discovered subsequent to the date of the financial
shalements, of which management may become awara, thal may affact the financial statements

4. Preparing supplementary information in sccordance with the applicable criteria.

8. Include our report an the supplementary Infarmation in any document that inchedes the
supplementary information and that indicates that the auditer has reporied on this
supplemeantary infarmaticn,

b. Presant the supplementary informaticn with the audited financial statements or, if the
supplemantary information will not B presented with the sudited financial statements, o
make fhe audided financial statements readily available to the intended wsers of the
supplementary information no later than the dale of ssuance by the City of the
supplementary information and the auditor's repor thersan

3. Reporting fravd and moncompitance of which you are eware to us.

G, Making available 1o the asuditor draft financial statements and any accompanying ofher
information in Gme to allow the suditor to compete the audit in accordance with the proposed
timeline.

7. Reviewing drafts of the audited financial statements, fooinotes, any supplemental information,
auditor's reporis and any findings; and informing us of any edits you believe may be necessary,

8. Designing and implementing programs and contrals (o pravent and detect fraud.

You should not rely an our audit a5 your primary means of defeciing fraud,

Compliance with Laws and Regulations
O

As part of reasgnably assuring whather the financial statements ase froe of material misstatament, we wil
test the City's compliance with certain provisions of laws, regulations, contracts, and grants i
noncompiance might reasonably directly and materially affect the financlal statements. However, our
objective is not to oping on overall compliance with thess provisions.

Your R .
Managemant and Ihass chargad with govemanse are raspansible for:

1. Being knowledgeable of, and complying with, laws, reguiations, condracts, and grants spplicable
to the City,

£, |dentifying for us other financial audits, attestation engagemenis, performance audite. intamal
audils, regppals hum regulslves o other siudies related o the Organdzaron (if any), and ne
comeciive actions taken to sddress these sudits’ significant findings and recommendaticns.

3. Tracking the status af pror audit indings.

4. Taking timely and approgriate sleps 1o remady frawd, noncomplisnce, wolations of provisions of
lvars, regulations, contracts or grani agreements, or abuse we may repart.
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&, Providing your views and planned corrective action on awdit findings we may report.

Internal Control

As a part of our awdit, wa will obtain an understanding of your City and its emvironment, including its
internal control, sufficient o assess the risks of matarial misstatement of the financial statemants and 1o
design the nature, timing, and exient of further awdit procedures, An awdit i not designed to provide
aggurance an intarmal eantral ar to identify significant deficiencies or material weaknescas,

In assessing nsk, we conslder internal control relevant 1o the Ciy's preparation and fair pressntation of
the financial statemenis in order to design audit procedues that ane appropeiate in the clreumstances but
not for the purpose of opining on the effectveness of the Cily's infernal control.  Howewer, we will
communicaie o you in wriing any significant deficiencies or material wesknesses In intemnal controd
redavant o the audit of the financial statements that we have identified during the awdit,

Your Respomsibifias:

Design, implement and maintain imemal contral relevant to compliance and the preparning and fairly
presenting financial statements that are free from material misstatement, whether due 1o frawd or emmor,
Approprigte supervisory reviaws ane necessary to reasonably assure thal adopied policies and prescribed
procedures are followed.

Lrwr,

Yen SExan &by N SErvice izations:

Service organizalions are entlibes to whch you have ouisourced accounting funcfions.  Service
organizations process transactions reflected in your City's financial statements, and therefare fall within
the scope of cur audit. While service organizations are responsibie for establishing and maintaining their
imtarmal control, you are responsible for being aware of the senvice organizations your City uses, and for
establishing controls to monitor the service organization's performance  Because the complexity of
sarvice organization transaction processing can vary considerably, your monitoring activities can vary
accordingly.

When transaction processing is complex and the volume of lransactions is retatively high, abaining and
reviewing 8 service organization audior's indeperdent Senvice Auditor's Report an Managemant's
Description of a Service Omganizalion’s Sysfem and the Suitabifty of the Design and Cpevaling
Effeciivensss of Canfrols Report (Type 2 Service Organization Control Report [SOC 1)) may be the mosl
effeclive method of meeting your responsibility to monitor a service organization, and may also be the
anly efficient means by which we can obtain sufficient evidence regarding their intemal controds. AT
Sectlon B01, Reporing on Comrols al a Senvice Organization (SSAE Mo, 168) discusses the
aforementioned repert.  {In some circumstances, 'we can accepl a suitably-designed agreed-upon
procedures report (AUP) in lieu of @ SSAE Mo. 16 report) Our staff can discuss SSAE Mo, 16 and
poseible monitoring controls you might use with you.

You are responsible for informing our siaff of the service organizaiions your
govermment uses, and for monitoring these service organizations’ performance.

Sanvice organizations of which we are aware are:

= Cuyshoga County, which processes your City's propeny tax cobections,

» Hagional incoma Tax Agancy, which processes your City's income tax collections; and

= Life Force Management, which processes your Ciy's emergency medical service fee collections
Please confirm o us thai, fo the best of your knowledge. the above listing is complete,
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Representations from Management
Upan conclueding our engagement, management and ., when appropriate, those charged with governance
will provide {0 us written representations about the awdit that, amang other things, will confirm, o the best
of their knowledge and belief:
= Management's respansibility for preparing the financial staterments in conformity with generally
accepted accounting principlas;
= The availability of criginal financial records and related data, the completeness and availability
of all minwles of the legiskative or other bodies and commithes meetings:
+  Management's responsibility for the City's compliance with laws and reguiations;
= The idenlification and disclosure to the auditor of all laws, regulations, and provisions of
contracts and grant agreements directly amd matenally affecting the detesmination of financial
statemeant amounis and,
= The absence of fraud involving management or employees with significant roles in internal
conirod,

Additionally, we will request representations, as applicable, regarding:
«  The inclusion of all components, and the disclosure of all joint ventures and other related
organizatians;
« Tha proper classification of funds, nef pasition and fund balances;
The proper approval of resenves of fund aguity;
« Compliance with laws, regulations, and prowvislens of contracts and grant agreements, including
budiget laws or ordinances; compliance with any tax or debt limits, and any debt covenants;
= [Representations relative 1o GASB-required supplameantary information;
# The identification of all faderal assistance programs, and compliance with grant reguirements
= Events occuming subsequent 1o the fiscal year end requiring adjustiment to or disclosure in the
financial staternents,

Managemert is responsible for adjusting the financial stalements to comect misstatements we may detect
during Gur audst and for affirming fo us in the representation letter that the effects of any uncomecied
misstatements we aggregate during our engagement and pertsining to the latest pericd the statements
present are immatesial, both individually and in the aggragate, to the opinion units. {Financial statements
include the refated focincles and required and other supplemental information).

Communication

As part of this engagement the Auditor of State will communicate certain additional matters (If applicable)
to the appropriale members of management and to those charged with governanca. These maters
include:

» The inilial selection of and changes in significant accounting policies and their applcation;

= The process management uses 1o formulate particulary sensilive accounting estimates and the
basis for their concusions regarding the reascnableness of thase eslimates;

= Audit adjusirments, whether posted or waived,

* Any disagreements with management, whether or not satisfactorily resolved, about matiers that
individually or in the aggregate could be significant to the financial statements or our epinian;

= Quw views aboul matiers that were the subject of management’s consultation with other
accountants aboul auditing and accounting rmatbers;
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# Major izsues that were discussed with management related to retaining our services, including,
amang other matters, any discussions regarding the application of accounting principles and
auditing standards; and

+  Seripus difficulties we encountered in dealing with management during the audst

Wa will present those charged with govemance our Summary of Unadjusted Differences (if any) at the
canclusion of our audit.

Terms and Conditions Supporting Fes
Az a result of our planning process, the City and the Audior of Stale have agreed fo an approach
designed to mest the City's objectives for an agreed-upon fee, subject to the following condilons.

Our Responsibilities:

In prowviding owr senvices, we will consult with the City regarding matters of accounting, financial reporting
or gther significant business issues. Accordingly, our fee includes estimated time necessary for this
comsullation, Circumstances may require the Auditor of Siate fo confirm balances with your financial
instituton resulting in additenal neminal charges which will not require an amendment to this agreement.
However, should a matter reguire research, consultation or awdit work beyond this estimale, the Auditor
of State and the City will agree to an appropriate revision in senices and fee. These revisions will also be
sat forth in the form of the attached Amendment fo Ledtar of Armangement.

Your Responsibiities:

The City will pravide in a timely manner all financial records and related information to us, an initial list of
which will be furnished to you, including timety communication of all significant accounting and financial
reporting matiers, as well as working space and clerical assistance as mutually agreed upon and as is
normal and reasonable in the circemstences. When and if for any reason the City Is unable o provide
these schedules, information and assistance, the Auditor of State and the City will mutually revise the fee
to reflect additional services, if any, we require o achieve these cbjectives. These ravisions will be set
forth in the form of the attached Amendment to Letter of Arrangemernt.

You should make every atternpl bo minimize or elimirate the trangmission of personal information to the
Auditor of State (AQS). All documents you provide to the ADS in connection with our services including
financial records and reports, payroll records, employes rosters, health and medical records, tax records,
elc. should ba redacted of any personal information.  Personal information includes social securty
numbers, date of birth, drivers’ license numbers or fimancial institution account numbers associated with
an individual, The public office showld redact all personal information from electronic records before thay
are transmitted o the AODS,. This inforrmation should be fully blacked out in all paper documents prior to
sending to the ACGS. I personal information cannol be redacted from any records or documents; the
public office must identify these records to the AQS,

If redacting this personal information compromises the auwdit or the ability 1o prepare financial statements,
the public office and the ADS will consider these exceptions on a case-by-case basis. Additicnally, if
redacting this information creates a hardship on the public office in terms of resources, recordkesping or
other issues, the public office and the ADS may collaborate on allermalive methods of providing e pubsc
office’s data 1o the ADS wilthout compromiging the personal information of individuals served by the public
office. The ADS is willing to work with the public office and it is our intent 1o greatly reduce the amount of
personal information submitted to the AQS for audit or financial statement preparation purposes. It is
impartant that the public office review internal policies to find ways to eliminate as much personal
infarmation from financial records as possible by subsdituting non-personal information (i.e., change social
sacurity numbers 1o employes identification numbers).
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Faa
Except fer any changes in fees and axpenses which may result from the circumstances described above,
we expect our fees and expenses for our audil senices will not exceed $30,750.

Purguant to Ohio Rev, Code Section 117.13, you may charge all of this audit's cost to the general fund or
you may allocate the cost among the general fund and other aligible funds in accordance with Auditor of
State Bullatin 2009011,

Raporting

We will issue a writlen report upon completing our audit of your financial statements. We will address our
report to those charged wilth governance. We cannot assure you that we will issue an unmodified
opinion. Circumsiances may anise in which i1 is necessary for us 10 modify our opinion, add an emphagis-
of-matier paragraph{s), or withdraw from the engagement.

Upon completing our audit, we will aleo issue 8 written report in accordance with Gowvernment Auditing
Standards on intemnal conbrol ower financial reporting and our teste of its compliance with certain
provisions of lws, regulations, confracts and grani agreements and ather matiers.

Access to Our Reports and Working Papers

ALMC 905—Alert That Resiricts the Use of the Audidor's Wiilten Communicanion requires our repors 1o
digclose the following:

independent Awditar's Repo? on Intermal Contrad Over Financial Reporling and on Comphance and Other
Matters Reguired by Government Audiing Standards.

This report describes only the scope of cur tests of intemal conirel over financial reporting and o
compliance and other matiers and the results of these tests, and does not opine on the effectiveness
of the City's internal control ower financial reporing or on compliance or other matters. This report is
an integral part of an audit perfarmed under Government Auditing Standards in considaring the City's
internal control over financial reporting and compliance. Accordingly, this repor is nod switable for any
other purpose

ALLC 905 requires us 1o include this restrictive language in our reports due to concemds that other readers
may nod fully understand the purpose of the report, the nature of the procedures applied in s preparation,
the basis or assumplions used in its preparation, the exient 1o which the procedures performed are
ganarally known or understood, and the potential for the report to be misunderstood, when taken out of
the contect for which it was intended.

However, undar Revised Code Section 117.28, an audit report becomes a public record under Section
148,43, Revised Code, when we file copies of the report with the public officers enumerated in the
Revized Code. When we file the repons, our working papers become avaiable 10 the public upon
request, subject to information protected for crminal investigations, by atiormey-chent privilege o by local,
state or federal law. AU-C 805 does not effect public -eccess to our reports or working papers.,

Under generally accepted auditing standards, we must retain working papers for five years after the
redease date of our opinion, However, ADS policy requires we retain working papers for seven years or
longer, as needed,
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Peer Raview Report

As required by Govemnment Auvdiiing Standards, we have attached a copy of our most recent exlemal
quality contral review report (Peer Review).  Audit crganizations can receive a rating of pass, pess with
deficiencyiies), or fai. The Auditor of State received a peer review rating of pass,

Please sign and return this letler fo indicate your acknowledgement of, and agreement with, the
arangements for our audit of the financial statemerts Including our respective responsibilites. I you
have any questions, please call Matthew Goldman at F16-TET-3666,

iy truly yours,

Dave Yost
Auditor of State of Ohio

i P ——
.-"f..l I S 7:.-
Dan Stuetzer, Chief Auditar
Atlachment

[ City Coundil
David Rocha, Mayor

ACCEPTED BY DATE

TITLE



SAMFLE
AMEMDMENT #___ TO LETTER OF ARRANGEMENT

[Erane]

[ENGAGEMENT LETTER ADDRESSEE]

Daar

The letter of arrangement dated batwaan the Auditer of State and the Clty Iz hereby amended
to reflect the following:

Estirnated
Description of { Causes for Amendmeant Fee Effect
1
2
3
a
Tatzl this amandmant 50.00
Previous fee esiimate
Reavisad fae astimate 50.00

Pleasa sign the copy af this lelter in the space provide-d and retum it to us. If you should have any
guaslions, please call al

Wery bruly yours,

Diave Yost
Auditor of State of Ohio

(Mame), Chiaf Auditor

ce: [Engagement Latter co's]

ACCEPTED BY DATE

TITLE
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NSM PEER REVIEW REPORT
April 3, 2015

The Honorable David Yost, Ohio Auditor of Stale
Office of Audifer of State

88 E. Broad Sireet, 5% Floor

Columbus, Ohla 43215

Dear Auditor of State:

We have reviewed the system of quality control of the Ohio Auditor of Stale (the office) in eflect for the
period March 1, 2014 through February 28, 2015. A& system of guality control encompasses he office's
crganizational structure and the policies adopled and procsdures established io provide o with
reasanable assurance of performing and repering in conformify with applicable professional standards in
all material respecis, The design of the system and compliance with it are the responsibility of the office.
Our responsibdity is to express an opinion on the design of the eystem and the office’s comphanee wilth
the system based on our review,

We conducled our review in accordance with the policies and procedures for external peer raviews
established by the National State Audilors Assoclation (NSAA). In performing our review, we oblained an
understanding of the office’s system of gquality control for engagements conducted in accordance with
professional standards. |n addition, we tesled comphance wilh the office’s quality control policies and
procedures 1o the exten! we considered approprate. These tests covered the application of the office's
policies and procedures on selected engagements. The engagements selected reprasentad & reasonable
crose-section of the office's engagements condected in accordance with professional standards. We
beheve that the procedures we performed provide & reasonable basés for gur opinicn,

Our review was based on selective tests; theredore if would not necessarily disclose il design matters in
1 aystem of quality control or all compliance matters with the system. Atso, there are inherent limitations
in the effectiveness of any system of quality cenlrol; therefora, noncompliance with the system of guality
control may occur and not be detected, Projecton of any evaluation of a system of quality control to fuure
periods is subject fo the risk that the system of quality control may become inadequate because of
changes in conditions, or because the degrea of compliance with the policies of procedures may

deteriprate

In our cpinion, the system of quality contrel of Ohlo Auditor of State in effect for the peried March 1, 2014
thwough February 28, 2015 has been suitably designed and wes complied with during the pericd io
provide the audit urgarlzatnn with reasonable assurance of performing and reporting in confarmity with
Government Audiing Standards in all material respects. Audit organizations can receive a rating of pass,
pass with geficiancyiies), or fad. The Ohio Auditor of State has a pear raview rating of pass.

.

Keith Dommer, CPA

Team Leader

National State Audilors Association
Extermal Pear Review Team

]
A

Kathieen A Davies, CPA-PA
Concumng Reviewer

Netionad Siate Auditors Association
External Peer Review Team
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