FOOTHILL MUNICIPAL WATER DISTRICT
RFP FOR AUDIT SERVICES

I.
INTRODUCTION

A.
General Information

The Foothill Municipal Water District (FMWD) is requesting proposals from qualified firms of certified public accountants to audit its financial statements for the fiscal years ending June 30, 2009, 2010 and 2011, with the option of auditing its financial statements for up to an additional two subsequent fiscal years.  These audits are to be performed in accordance with all applicable and generally accepted auditing standards including: the standards set forth for financial audits in the General Accounting Office’s (GAO) Government Auditing: Standards, U.S. Office of Management and Budget (OMB) Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations; State of California Controller’s Minimum Audit Requirements for California Special Districts.  More detailed information on FMWD and its finances can be found in the FY 2007/08 Audited Financial Statements.  A copy of which can be found on our website at www.fmwd.com under the “resources” tab.
FMWD finds that properly performed audits play a vital role in the public sector by helping to preserve the integrity of the public finance functions and by maintaining citizens’ confidence in their elected leaders.

Responding firms shall be solely responsible for any expenses incurred in preparing proposals in response to this request.  FMWD will not reimburse any costs.

To be considered, a total of four (4) copies (one of which shall be unbound and capable of being photocopied) of a proposal must be received by Karen Oblak, Treasurer at Foothill Municipal Water District, 4536 Hampton Road, La Canada Flintridge, California  91011 by: 

4:00 p.m. on April 20, 2009
FMWD reserves the right to reject any or all proposals submitted.

Insurance.  The firm receiving the contract shall procure and maintain, for the duration of the contract, insurance as defined as follows:  (a) professional liability insurance covering loss resulting from errors or omissions of Consultant with a liability limit of at least $1,000,000 per occurrence; (b) workers’ compensation insurance as required by the Labor Code of the State of California with statutory limits required by the Labor Code and Employers Liability for $1,000,000 per accident for bodily injury or disease.  The Consultant’s insurance shall be primary insurance as respects the District, its Board Members, Officers, Employees, Agents and Volunteers and any insurance or self-insurance maintained by the District shall be in excess of the Consultant’s insurance and shall not contribute to it.   The cost of such insurance shall be included in the consultant’s proposal.

Review Process.  During the evaluation process FMWD reserves the right, to request additional information or clarifications from proposers, or to allow corrections of errors or omissions.  At the discretion of FMWD, firms submitting proposals may be requested to make oral presentations as part of the evaluation process.

FMWD reserves the right to retain all proposals submitted and to use any ideas in a proposal regardless of whether that proposal is selected.  Submission of a proposal indicates acceptance by the firm of the conditions contained in this request for proposals, unless clearly and specifically noted in the proposal submitted and confirmed in the contract between FMWD and the firm selected.

The anticipated date of selection will be May 4, 2009
B.
Term of Engagement

An initial three year agreement is contemplated, with an option to extend the engagement for up to an additional two years.  The final selection and award will be made by the Foothill Municipal Water District Board of Directors. 
II.
NATURE OF SERVICES REQUIRED

A.
Scope of Work to be Performed

1. 
Financial Statements

FMWD desires the auditor to express an opinion on the fair presentation of its general purpose financial statements in conformity with generally accepted accounting principles.  The auditor shall also be responsible for performing certain limited procedures involving required supplementary information required by the Governmental Accounting Standards Board as mandated by generally accepted auditing standards.

The auditor should be prepared to advise FMWD on changes necessary to implement the Government Accounting Standards Board (GASB) Statement No. 34 and GASB Statement No. 45. FMWD expects the selected firm’s assistance in implementing required changes and keeping FMWD advised of the timeliness of any upcoming changes that would impact FMWD.
2.
State Controller’s Report

The auditor shall include as a component of the proposal a separate cost for the preparation and transmittal of the Annual Reports of Financial Transactions to the State Controller for each year and submit a copy on CD to FMWD for its files.  
3. 
 Management Report

The auditor shall communicate in a letter any reportable conditions found during the audit.  A reportable condition shall be defined as a significant deficiency in the design or operation of the internal control structure, which could adversely affect the organization’s ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements.  Reportable conditions that are also material weaknesses shall be identified as such in the report.  Non-reportable conditions discovered by the auditors shall also be reported in a separate letter to the General Manager and to the Board of Directors.

Auditors shall be required to make an immediate, written report of all irregularities and illegal acts of which they become aware to the Board of Directors, General Manager, and Administrative Manager.

4.
Special Considerations

A.
Typical Audit Schedule and Performance of Field Work
FMWD anticipates and expects the major field work for FMWD to begin on or near the middle of July of each year.  This does not included preliminary field work which may occur prior to the end of the Fiscal Year.

The Auditor shall provide to FMWD a draft copy of the audit report and management letter in adequate time to meet FMWD Meeting schedules.  This should occur no later than August 31st of each year.  

Report preparation and printing of the Financial Statements is the responsibility of the AUDITOR.  It is expected that the audit firm will deliver 20 copies, (including 1 photo-ready copy).  Typically this should be completed by September 10 of each year in order to present to the FMWD Board of Directors at their September meeting. In addition to meeting with Staff, a representative of the audit firm is expected to attend the Board of Directors meeting at which the General Purpose Financial Statements are presented. 

B.
Working Paper Retention and Access to Working Papers

All working papers and reports must be retained, at the auditor’s expense, for a minimum of five (5) years, unless the firm is notified in writing by FMWD of the need to extend the retention period.  The auditor will be required to make working papers available, upon request by any of the following parties or their designees:

· FMWD
· Parties designated by State or Federal Government and/or agencies thereof.

· Auditors of entities which FMWD is a subrecipient of grant funds.

· Parties designated by the Federal or State governments or by FMWD as part of an audit quality review process.

In addition, the firm shall respond to the reasonable inquiries of successor auditors and allow successor auditors to review working papers relating to matters of continuing accounting significance.

III.
DESCRIPTION OF THE AGENCY
The Foothill Municipal Water District is a public water agency that serves an area of 21.66 square miles in Los Angeles County.  FMWD is a water wholesaler that provides about half of the water used by its 7 distributing agencies in Altadena, La Cañada Flintridge, and La Crescenta area.  The mission of FMWD is to reliably deliver quality water to its member agencies in a cost-efficient manner to meet their projected demands.  More information can be found on the website www.fmwd.com.

A.
Name and Telephone Number of Principal Contact:


The auditor’s principal contact with FMWD will be:

Karen Oblak, Treasurer, who will coordinate the assistance to be provided by FMWD to the auditor.  Her telephone number is (818) 790-4036. (koblak@fmwd.com)
B.
Budgetary Basis of Accounting:

FMWD prepares its budgets on a basis consistent with generally accepted accounting principles.  Budgets for the General, Special Revenue and Debt Service Funds are adopted on a basis consistent with generally accepted accounting principles.  The modified accrual basis of accounting is employed in the preparation of the budget.  

C.
Pension Plans:

FMWD contributes to the California Public Employees' Retirement System (PERS), an agent multiple-employer public employee retirement system that acts as a common investment and administrative agent for participating public entities within the State of California.  

FMWD also offers a 457 deferred compensation plan to all employees.

D.
Financial Structure  

Accounting software (general ledger and accounts payable) is MAS90 by Best Software.  Payroll is currently being processed through Paychex (an outside payroll services firm).
E.
Availability of Prior Audit Reports and Working Papers:

   Interested proposers who wish to review prior years’ audit reports should contact Karen Oblak at (818) 790-4036 or log on to www.fmwd.com to view the most recent Audit (2007-2008) FMWD will use its best efforts to make prior audit reports available to proposers to aid in their response to this request for proposals.

IV.
TIME REQUIREMENTS

It is anticipated that the audit work will be performed in two phases (A and B):

A.
Interim Audit Work

Interim work has typically taken place in June and would consist of planning and interim audit procedures (such as gaining an understanding of relevant systems, procedures and internal controls, selected compliance and transaction testing, etc.)

B.
Year-End Audit Work

The second phase would involve updating and completing the examination of the General Purpose Financial Statements, and preparing opinion letters and other relevant financial reports. The year-end audit field work has typically been undertaken after June 30, and was completed in one week or less. Any proposed audit adjustments must be identified no later than the conclusion of audit field work.

C.
Draft Reports

The Auditor shall provide FMWD with a complete draft of the General Purpose Financial Statements, including footnotes and supplementary schedules.  FMWD will review and provide comments or responses to the auditors within 10 calendar days of receipt of each of the draft reports.


D.
Final Reports

20 copies (including 1 photo-ready copy) shall be delivered to FMWD by September 10 of each year.  

E.
State Controllers Report

FMWD elects to have the Auditor prepare the State Controller’s Report of Financial Transactions and supply FMWD with a copy on CD.  The Auditor shall schedule the work to meet State established deadlines for filing.  The schedule shall allow for a minimum of 2 days for FMWD staff to review the report prior to the deadline.
V.
ASSISTANCE TO BE PROVIDED TO THE AUDITOR AND REPORT PREPARATION

A.
Statements and Schedules to be Prepared by the Staff of FMWD
FMWD Staff members will be made available to assist in the audit. We will prepare any necessary schedules, provide documents (invoices, checks, Board minutes, etc.) and prepare (type) all confirmations.  In addition, we will be available to respond to any questions which may arise during the audit.  

B.
Work Area, Telephones, Photocopying and Fax Machines:

FMWD will provide the auditor with reasonable work space, desks and chairs.  The auditor will also be provided with access to a telephone line, photocopying facilities and fax machines to be used for the audit.

C.
Report Preparation:

Report preparation and printing for the Annual Financial Report shall be the responsibility of the Auditor.  

VI.
SELECTION PROCESS AND CRITERIA

A.
Selection Process

This request for proposal process is structured so that the principal factor in the selection of an independent auditor is the auditor’s ability to perform a quality audit.  Cost will not be the primary factor in the selection of the audit firm.  The selection process will involve the review of the proposals for compliance with the requirements of the RFP.  In addition they will be evaluated for experience of assigned personnel with similar engagements, qualifications of the firm, and approach to the engagement.  Cost will also be considered, however, this will not be the sole selection criteria.  Based upon the review of the written proposals, those determined to most closely meet the needs of FMWD will be interviewed.  A final recommendation will be made to the Board of Directors, which will award the agreement.  
VII.
PROPOSAL REQUIREMENTS

The information to be covered in your proposal is described in detail in this section.


A.
Executive Summary

This will include a signed letter of transmittal briefly stating the proposer's understanding of the work to be done, the commitment to perform the work within the time period, a statement why the firm believes itself to be best qualified to perform the engagement and a statement that the proposal is a firm and irrevocable offer for a minimum of 60 days.  This should include a brief description of your approach to the project and your project team.

B.
Statement of Independence

The firm shall provide an affirmative statement that is independent of FMWD as defined by the U.S. General Accounting Office's Government Auditing Standards (1994 edition, with all subsequent amendments).  The firm shall also provide an affirmative statement that it is independent of the component units of FMWD as defined by those same standards.  The firm should also list and describe the firm's (or proposed subcontractors') professional relationships involving FMWD or any of its component units for the past five (5) years, together with a statement explaining why such relationships do not constitute a conflict of interest relative to performing the proposed audit.  In addition, the firm shall give FMWD written notice of any such professional relationships entered into during the period of this agreement.

C.
License to Practice in California

An affirmative statement should be included that the firm and all assigned key professional staff are properly licensed to practice in the State of California.

D.
Firm Qualifications and Experience

The proposer shall state the size of the firm, the size of the firm's governmental audit staff, the location of the office from which the work on this engagement is to be performed, and the number and nature of the professional staff to be employed in this engagement on a full-time basis and the number and nature of the staff to be so employed on a part-time basis.

If the proposer is a joint venture or consortium, the qualifications of each firm comprising the joint venture or consortium shall be separately identified and the firm that is to serve as the principal auditor shall be noted, if applicable.

The firm is also required to submit a copy of the report on its most recent external quality control review, with a statement whether that quality control review included a review of specific government engagements.

The firm shall also provide information on the results of any federal or state desk reviews or field reviews of its audits during the past three (3) years.  In addition, the firm shall provide information on the circumstances and status of any disciplinary action taken or pending against the firm during the past three (3) years with state regulatory bodies or professional organizations.

E.
Partner, Supervisory and Staff Qualifications and Experience

Identify the principal supervisory and management staff, including engagement partners, managers, other supervisors and specialists, who would be assigned to the engagement.  Indicate whether each such person is registered or licensed to practice as a certified public accountant in California.  Provide information on the government auditing experience of each person, including information on relevant continuing professional education for the past three (3) years and membership in professional organizations relevant to the performance of this audit.

Provide as much information as possible regarding the number, qualifications, experience and training, including relevant continuing professional education, of the specific staff to be assigned to this engagement.  Indicate how the quality of staff over the term of the agreement will be assured.

Engagement partners, managers, other supervisory staff and specialists may be changed if those personnel leave the firm.  These personnel may also be changed for other reasons with the express prior written permission of FMWD.  However, in either case, FMWD retains the right to approve or reject replacements.  

Consultants and firm specialists mentioned in response to this request for proposal can only be changed with the express prior written permission of FMWD, which retains the right to approve or reject replacements.

Other audit personnel may be changed at the discretion of the proposer provided that replacements have substantially the same or better qualifications or experience.  

F.
References - Similar Engagements with Other Government Entities

For the firm's office that will be assigned responsibility for the audit, list the most significant engagements performed (maximum of five to be listed) in the last five years that are similar to the engagement described in this request for proposal. These engagements should be ranked on the basis of total staff hours. Indicate the scope of work, date, engagement partners, total hours, and the name and telephone number of the principal client contact.

G.
Specific Audit Approach

The proposal shall set forth a work plan, including an explanation of the audit methodology to be followed, to perform the services required in this request for proposal.  In developing the work plan, reference shall be made to such sources of information as FMWD's budget and related materials, organizational charts, manuals and programs, and financial and other management information systems.

Proposers will be required to provide the following information on their audit approach:

1. Proposed segmentation of the audit process.
2. Level of staff and number of hours to be assigned to each proposed segment of the audit process.
3. Sample size and the extent to which statistical sampling is to be used in the audit process.

4. Type and extent of analytical procedures to be used in the audit process.
5. Approach to be taken to gain and document an understanding of FMWD's internal control structure.
6. Approach to be taken in determining laws and regulations that will be subject to audit test work.
7. Approach to be taken in drawing audit samples for purposes of tests of compliance.
8. Extent of use of computer software in the engagement.

H.
Identification of Anticipated Potential Audit Problems

The proposal should identify and describe any anticipated potential audit problems, the firm's approach to resolving these problems, and any special assistance that will be requested from FMWD.

I.
Report format

The proposal should include sample formats for required reports.
J.
Cost Proposal

The cost proposal should include the information discussed in section “VIII – Cost Proposal.”
VIII.
COST PROPOSAL

A.
Total All-Inclusive Maximum Price

The total dollar cost bid shall contain all pricing information relative to performing the audit engagement for each of the three contract years as described in this request for proposal.  The total all-inclusive maximum price to be bid is to contain all direct and indirect costs including all out-of-pocket expenses.  FMWD will not be responsible for expenses incurred in preparing and submitting the technical proposal or the sealed dollar cost bid.  Such costs shall not be included in the proposal.

B.
Rates by Partner, Specialist, Supervisory and Staff Level, Times Hours Anticipated for Each

The bid shall include a schedule of professional fees and expenses, supporting the total all-inclusive maximum price for each year. The cost of any special services shall be disclosed as separate components of the total all-inclusive maximum price.

C.
Rates for Additional Professional Services

If it should become necessary for FMWD to request the auditor to render any additional services to either supplement the services requested in this RFP or to perform additional work as a result of the specific recommendations included in any report issued on this engagement, then such additional work shall be performed only if set forth in an addendum to the contract between FMWD and the firm.  Any such additional work agreed to between FMWD and the firm shall be performed at the same rates set forth in the schedule of fees and expenses included in the sealed dollar cost bid.

D.
Manner of Payment

Progress payments will be made on the basis of hours of work completed during the course of the engagement and out-of-pocket expenses incurred in accordance with the firm's dollar cost bid proposal.  Interim billing shall cover a period of not less than a calendar month.  Final billing payment will be withheld pending delivery of the firm’s final reports.  Invoices for separate reports should be sufficiently detailed or segregated to facilitate the charging of costs to the programs being audited.

IX.
PROPOSAL AMENDMENTS AND CLARIFICATIONS

Proposers are encouraged to carefully review the RFP in its entirety prior to submitting a proposal.  FMWD may amend the Request for Proposals (RFP), and would do so by issuing a Notice of Amendment to all proposers.  Proposers may only modify proposals if the modifications are received before the deadline for submission of proposals.  
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