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MEMORANDUM
FROM:
Laura Krutzler, Administrative Assistant, Northampton City Council

TO:
City Council Committee on Finance
DATE:

August 20, 2020
Re:
FY2021/FY2021 – FY2023 Independent Audit
As you may remember, in April of this year the Finance Committee and City Council discussed whether to conduct a full procurement process this year for the annual audit. In light of the state of emergency and associated economic disruption, the decision was made to defer a full procurement process and instead enter a new contract with Scanlon and Associates, the city’s long-time auditor, for either one year or a period of three years. In reaching this decision, it was noted that the City Council conducted a full procurement process in 2015 and that the Department of Revenue (DOR) and the Government Finance Officers Association (GFOA) recommend municipalities undertake a full-scale competitive process for the selection of an independent auditor every five to eight years. 
The city’s current contract with Scanlon and Associates was originally for the FY2016 – FY2018 audits and has been extended twice to include the audits of FY2019 and FY2020. The task at hand is the award of the contract for audit of the current fiscal year, FY2021.

As has been noted, per M.G.L. c. 30B (the Uniform Procurement Act), contracts with labor relations representatives, lawyers or certified public accountants are exempt from the state procurement act. There is no legal requirement to go out to bid, and the procurement process to be followed is the sole discretion of the city council.

At the direction of the council president, I contacted Tom Scanlon and requested quotes for his company’s services in conducting the independent audit for both one year and a three-year period.
The attached proposal represents modest increases in fees for examination of the city’s basic financial statements, school end-of-year reports and the daily rate for audits of federal programs (School Lunch, Title I and SPED grants and the CDBG program). Specifically, the fee for examination of the city’s basic financial statements increased from $50,000 to $52,000 for FY2021, or 4%, and to $54,000 for FY2022 and FY2023 3.8%. Similarly, the price for school end-of-year reports increased from $4,500 to $5,000. Finally, the daily rate for completion of the federal audits increased from $700 to $850. As noted in the proposal, auditors have historically spent eight to 12 days on site conducting these audits. (See spreadsheet for comparison.)
Please note that while the cost of the city’s basic financial statements comes out of the City Council’s budget, Northampton Public Schools and Smith Vocational and Agricultural High School pay for the school end-of-year reports and audits of the school grants while the CDBG audit is billed to the CDBG program. 

It is entirely up to the council’s discretion whether to award a contract for one year or three years. In support of a three-year contract, the Charter Review Commission recommended this as the standard term for such contracts; however, as has been noted, the city has already been under contract with Scanlon for more than three years. The argument for awarding the contract for a single year would be that this would give the council the greatest flexibility in deciding when to conduct a full procurement process. Both options follow the DOR’s best practice recommendation that a full procurement be conducted every five to eight years.
For a comparison of rates, I did contact the Town of South Hadley (also a Scanlon client) and learned that South Hadley paid $4,000 for a school end-of-year audit in FY2019 and $26,000 for the FY2019 examination of basic financial statements. Given the difference in municipal budgets and the size of the school systems, this difference in rate seems proportional.

I reached out to Chief Procurement Officer Joe Cook to see if he recommended any additional steps to compare Scanlon’s proposal with services of other vendors and he responded as follows:
The information you have developed, Laura, seems to confirm that we are getting a very fair price from a respected auditing firm.   I did an apples to apples comparison of your information. Allowing for school district size and budget size, Scanlon's numbers for Northampton look very good.  The competitive process we did a few years back also confirmed this.  I do not see anything else we would need to do here from a procurement perspective.

Tom Scanlon is available to answer any questions with regard to the scope of services or proposed rates. Please let me know if I can provide any further information. 
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