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AN ORDINANCE 9 2 3 8 5 

AUTHORIZING THE EXTENSION OF THE AUDIT SERVICES 
CONTRACTS WITH KPMG LLP, GARZA/GONZALEZ & 
ASSOCIA TES. AND ROBERT J. WILLIAMS FOR ONE ADDITIONAL 
TWO-YEAR PERIOD TO PROVIDE THE CITY WITH INDEPENDENT 
AUDIT SERVICES FOR FISCAL YEARS 2000 AND 2001 FOR AN 
ANNUAL AUDIT FEE OF $252,000 FOR FISCAL YEAR 2000, AND 
$263,000 FOR FISCAL YEAR 2001. (AMENDS ORD.87006, Nov
ember 20, 1997) 

* * * * * 

WHEREAS, Ordinance No. 87006, passed and approved on November 20, 1997, authorized the 
execution of contracts with KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, 
CPA to conduct the City's independent audits for Fiscal Years 1997, 1998 and 1999; and 

WHEREAS, the Contracts provided for an option to renew and extend for one additional two
year period: and 

WHEREAS, the City wishes to renew said Contracts with KPMG LLP, Garza/Gonzalez & 
Associates, and Robert J. Williams, CPA to conduct the City's independent audits for Fiscal 
Yeru's 2000 and 2001; NOW THEREFORE: 

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF SAN ANTONIO: 

.\'ECTION I. Subject to the provisions herein, the City Manager, or his designee, is hereby 
authorized to execute a Renewal and Extension with each member of the audit team of KPMG 
LLP. Garza/Gonzalez & Associates, and Robert J. Williams, CPA for one additional two-year 
period, commencing October 1, 2000 and ending September 30, 2002, for a total cost of 
$252,000 for FY 2000 and $263,000 for FY 2001, to provide the City with independent audit 
services. A copy of the Renewal and Extensions are attached hereto, in substantially final form, 
and incorporated herein as Attachments 1, II and III, respectively. The terms and provisions of said 
Renewal and Extensions are hereby approved. In the event the parties cannot agree to the tenns 
of the Renewal and Extension, in substantially the form as attached, within thirty (30) days of 
approval of this Ordinance, the City must obtain subsequent City Council approval to execute the 
Renewal and Extensions. 

SECTION 2. Funds will be encumbered in FY 2001 in the amount of $252,000.00, in Fund ll~ 
000 (General Fund-Non Departmental) Index Code 419226 (Professional Fees to Outside 
Auditors), and made payable to KPMG LLP, Garza/Gonzalez & Associates, and Robert 1. 
Williams, CPA, in accordance with the Renewal and Extensions, Attachments I, II and III, 
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respectively, for audit and related services provided to the City of San Antonio for FY 2000. A 
Renewal and Extension is authorized in the amount of $263,000.00, subject to and contingent 
upon annual appropriation in FY 2002 for audit and related services provided to the City of San 
Antonio for FY 2001. 

SECTION 3. This ordinance shall take effect ten (10) days from the date of passage hereof. 

-tJ.. 
PASSED ANI) APPROVED thi.~~ ~ day of .--..:....~~ __ ,2000. 

MAY 0 R 

ATTEST: Howara W. Peak' 

APPROVED AS TO FORM: 00-31 



I 

• 

ONS _HOI1SF 

" 
:r;.\APS& . 

lITORS 

ORC ALM-I 
rY~ 

fIlIllU J~Hl 

~ 

PUBUC IN IT :>N( ~=-____ ~ 
f10N& :B,JRE. 

I( l EXPA NSIC I QIT.:cFK!!::"---E ___ --1 
'v 'N lOA r'l1 TJ1ES 

IlNrTT. unlLt 

IT 

f11'l Hlr" I, 

""" Hlr" (CUN I , IJFRl 
FINANCE (GRANTS) 
FINANCE (TREASURy) 

FIRE DEPAK:lMLNT 
HOT '<:"''', & ' UNITY DEV 
HTlMHI rr""l;< 

""",nON 

\l 

MEETING OF THE CITY COUNCIL 

AGENDA JTEMNUMBER; 

DATE: 

MOTION: ___ _ 

ORDINANCE NUMBER: 

RESOLUfION NUMBER: 

ZONING CASE NUMBER; 

TRAVEL AUTBORIZA TION: 

BOBBY PEREZ 
Distritt I 
MARlO SALAS 
Distritt2 
DEBRA GUERRERO 
DistrittJ 
RAUL PRADO 
Dimict4 
DAVIDA-GARCIA 
District S 

AUG 242000 

923~5 

ROLL AYE NAY 

A>TArR" 

1--4-":.mRARY =~ BARRERA 
\dETI 'ANHEALTH ED GARZA 
en ODE COR I (PL District 7 

.n. C!.!~ lTIi BONNlECONNER 
~~ District 8 

PA K;& TIMBANNWOLT 

PI ""', I!!i~~~~c===:j =~ENTER 
L! D. IE M t-Districtii.·~· ~l~D;.;-;;;;;=---_+----+_~--+--.J 

POUCED ~AR1 IT HOWARD W. PEAK 
ITh I)' Mayor 

: DIRECTOR 
' A"ITA ::TS 

{' ENTRAL U. ppmr. 

tNL 

R I.LESTATE 
S( 

~V1LtlS 

"" 
E=ES~;,AN~I~~T~~~~ ~~~CCES~-------~r-----------------------------~ 



H: Fjnance'Rcnc\\al - Audjt KPMG 
0&2300 

RENEWAL AND EXTENSION 

This Rene\val and Extension is made and entered into by and between the City of San Antonio 
(hereinafter refened to as "CITY"), a Texas Mlmicipal Corporation, acting by and through its 
City Manager, Alexander E. Briseno, or his designee, pursuant to subsection 6.3 of the Audit 
Services Contract, approved through Ordinance No. 87006 (hereinafter refened to as 
"Contract"), and KPMG LLP, acting by and through Michael W. O'Brien, Partner (hereinafter 
refened to as "CONTRACTOR"), such Renewal and Extension being approved and authOlized 
pursuant to Ordinance No. 92385, on August 24,2000, and is as follows: 

I. RENEWAL AND EXTENSION 

CITY hereby exercises its option to renew and extend the term of the Audit Services Contract 
("Contract"), subject to the approval of the City of San Antonio City Council, to be evidenced by 
the passage of an ordinance, such option having been granted by CITY in Article VI. TERM 
AND COMMENCEMENT OF WORK, subsection 6.3, of said Contract, having been approved 
by Ordinance No. 87006 passed on November 20, 1997. 

ll1e parties hereby agree that the term of said Contract, as originally stated in Article VI. TERM 
AND COMMENCEMENT OF WORK, is hereby extended for two (2) years. In accordance 
therewith, subsection 6.1 is hereby revised as follows: 

6.1 The term of this Contract shal1 be from October 1, 2000 through September 
30,2002 and shall include the audits of CITY's records and accounts for the 
fiscal years ending September 30, 2000 and 2001, unless earlier termination 
shall occur pursuant to any of the provisions of this Contract. However, the 
parties acknowledge and agree that continuation of this Contract beyond 
September 30, 2001 is subject to and contingent upon an annual 
appropriation of funds by City Council. 

II. STATE OF TEXAS SINGLE AUDIT 

Pursuant to subsection 18.3, which provides that any change to local, state and federal rules, 
regulations or laws applicable to the Contract are automatically incorporated in the Contract, the 
parties acknowledge and agree that subsection 3.2 is hereby revised as follows: 

3.2 CPA Contractors agree to perfonn in accordance with generally accepted 
auditing standards adopted by the American Institute of Certified Public 
Accountants, Government Auditing Standards, issued by the Comptroller 
General of the United States, Office of Management and Budget (OMB) 

ATTACHMENT I 



Circular A-133, the State of Texas Single Audit Circular, and any other 
authoritative pronouncements \-vhich may be deemed applicable. Those 
standards require that CPA Contractors plan and perform the audit to obtain 
reasonable assurance about whether the general purpose financial statements 
are free of material misstatement. An audit includes examining. on a test 
basis, evidence supporting the amounts and disclosures in the general purpose 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management. as well as 
evaluating the overall general purpose financial statement presentation. The 
objective of this audit is the expression of an opinion of CPA Contractors, 
including but not limited to CONTRACTOR , or in the event such an 
opinion is not practicable, consistent \'v'ith prevailing law, regulation, rule 
and/or professional standards issued by the American Institute of Ceitified 
Public Accounts or the Texas State Board of Public Accountancy 
("'Professional Standards"), as evidenced by a letter drafted and issued by 
CONTRACTOR's legal counsel, the Ametican Institute of Certified Public 
Accountants or the Texas State Board of Public Accountancy, that 
CONTRACTOR is unable, because of a certain Professional Standards 
identified in said letter, to issue an opinion jointly with either or both of the 
other CPA Contractors, the expression of an individual and separate opinion 
by CONTRACTOR, in accordance with the provisions of this Contract. 
TIle wording of the Audit opinion w111, of course, be dependent on the facts 
and circumstances at the date of the reports. If the opinion will be other than 
unqualified, the reasons therefore will be fully disclosed. The opinion will be 
signed by CPA Contractors who will assume responsibility, both jointly and 
severally, for the audit of the financial statements of CITY. 

In accordance with subsection 18.3, any other change to local, state and federal rules, regulations 
or laws applicable to the Contract are hereby incorporated in the Contract, including but not 
limited to the provisions of Article XIV. COMPLIANCE, without further amendment. 

Ill. CONTRACT PRICING AND BILLING 

Pursuant to the provisions of subsection 6.3 which provides for the renewal and extension of the 
Contract for one additional two-year period, under the same tenns and conditions, save and 
except compensation and fees, Article V11. CONTRACT PRICING AND BILLING, is hereby 
revised as follows: 

7.1 The total of all payments and other ohligations made and incurred by CITY 
hereunder, in consideration for services rendered by CONTRACTOR as 
required by Article Ill, subsections 3.1 through 3.7, for fiscal year 2000 shall 
not exceed the amount of $252,000, and for fiscal year 2001 shall not 
exceed the amount of $263,000. Such fees are predicated on the expectation 
that the Finance Department of CITY will provide the preparation of the 
annual financial reports and statements, and supporting work papers 
and schedules at a comparable level with prior years, and that the Office of 

2 



Intemal Review will provide 1,500 hours of assistance to the annual audit 
process. 

7.2 It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
lll, subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2000 shall not exceed $225,000. It is further understood that this 
total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert J. Williams, c.P.A. 

an amount not to exceed S 121,500 
an amount not to exceed S 87,750 
an amount not to exceed S 15,750 

It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
1Il, subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2001 shall not exceed $235,000. It is further understood that this 
total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robeli J. Williams, C.P.A. 

an amount not to exceed S 126,900 
an amount not to exceed S 91,650 

an amount not to exceed S 16,450 

7.3 The total of all payments and other obligations made and incurred by CITY, 
in consideration for services rendered by CO~TRACTOR as required by 
Article Ill, subsection 3.2, in connection with the State of Texas Single Audit 
Circular, for fiscal year 2000 shall not exceed the amount of S27.000, and 
for fiscal year 2001 shall not exceed the amount of$28,000. 

It is lmderstood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed 527,000 for fiscal year 
2000, and that said total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert J. Williams, c.P.A. 

an amount not to exceed S 7,975 
an amount not to exceed S 17,975 
an amoli1t not to exceed S 1,050 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed S28,000 for fiscal year 
200 I ,and that said total fee will be paid as follows: 

KPMGLLP 
Garza/Gonzalez & Associates 
Robert J. Williams, c.P.A. 

an amount not to exceed S 8,285 
an amount not to exceed S 18,640 
an amount not to exceed S 1,075 
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7.4 CONTRACTOR agrees that all CONTRACTOR labor, supefV1SlOn of 
work, report reproduction, typing. travel, insurance, communication, 
computer access, materials, supplies, and all other CONTRO\CTOR 
expenses necessary to complete the services stated in this Contract shall be 
borne at CONTRACTOR's sole cost and expense. 

7.5 Progress billings for the annual fee established herein, in subsections 7.1 
through 7.3, will be rendered by the CONTRACTOR to CITY and detailed 
as to the amount due each of the CPA CONTRACTORS. Upon receipt of 
such billing statements, the amount due will be paid by CITY as specified 
on such statements. However, CITY will retain ten percent (10%) of the 
total annual fee, until the CITY's Comprehensive Annual Financial Report, 
Federal Single Audit RepOli, the State Single Audit RepOli, and 
Management Letter have been completed. 

7.6 In the event that CITY does not pro\ide assistance as provided for in 
subsection 7.1, or other similar extenuating circumstances are encountered as 
to materially alter the perfonnance and scope of work hereunder, it may be 
necessary for CONTRACTOR to consider the issuance of a settlement 
statement which details and compares the actual work perfonned against the 
original audit plan. However, in no instance will the CITY make any 
payment for the services provided for in Aliic1e III in excess of the aIIDual 
amounts established in subsections 7.1 and 7.3 without fonnal written 
revision of this Contract and related City Council approval. 

7.7 Payments for contingent additional services provided in accordance with 
Article TV, and payments for any costs to be reimbursed by CITY in 
accordance with Article V, will be based on fees negotiated on an individual 
engagement basis. The entity designated to provide said services shall 
prepare and submit a billing statement to CITY specifying the scope of 
work perfonned and amount due. Upon receipt of the billing statement, 

CITY will review, and if in compliance with the established fees, pay the 
amount specified due on such statement to the appropriate entity. 

IV. INSURANCE AND INDEMNITY 

CONTRACTOR agrees to comply with the insurance requirements as stated in Article XV. 
INSURANCE of the Contract and to retain the required coverages during the tenn of this 
Renewal and Extension. CONTRACTOR further agrees to indemnifY CITY in accordance with 
the tenns of Alticle XV1. INDEMNITY of the Contract. 
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V. SIGNATURES AND AUTHORIZED PERSONNEL 

The parties acknowledge and agree that the name ofKPMG Peat Manvick LLP has been changed 
to KPMG LLP. As such, all references to "KPMG Peat Marwick LLP" in the Contract are 
hereby revised to reflect said name change to "KPMG LLP". 

In addition, the parties acknowledge and agree that from time-to-time CITY revises its list of 
CITY personnel authorized to execute documents, receive notice and perform certain functions 
under the provisions of the Contract. As such, all references to "Nora W. Chavez-Barrera" in the 
Contract, are hereby revised to reflect said change in personnel and function to "Octavio Pena". 

VI. SAME TERMS AND CONDITIONS 

All other tenns, conditions, covenants and provisions of the Audit Services Contract ("Contract") 
approved by Ordinance No. 87006 on November 20, 1997 are hereby renewed and extended, save 
and except for the Articles and subsections provided for herein, which the undersigned parties 
agree are hereby modified. 

EXECUTED AND AGREED TO this ~ day of ~L- ,2000. 

CITY 
CITY OF SAN ANTONIO 

\ 

" ~=l ·~wt· (~\ 't cJdJ-
Alexanoer E. Briseno, 
City Manager 

APPROVED AS TO FORM: 

CONTRACTOR 
KPMG LLP 

Michael W. O'Brien, 
Partner 
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RENEWAL AND EXTENSION 

This Renewal and Extension is made and entered into by and between the City of San 
Antonio (hereinafter referred to as "CITY"), a Texas Municipal Corporation, acting by and 
through its City Manager, Alexander E. Btisefio, or his designee, pursuant to subsection 6.3 of the 
Audit Services Contract, approved through Ordinance No. 87006 (hereinafter referred to as 
"Contract"), and Garza/Gonzalez & Associates, acting by and through Grego!)' R. Garza, Partner 
(hereinafter referred to as "CONTRACTOR"), such Renewal and Extension being approved and 
authorized pursuant to Ordinance No. 92385, on August 24, 2000, and is as follows: 

I. RENEWAL AND EXTENSION 

CITY hereby exercises its option to renew and extend the tenn of the Audit Services Contract 
("Con tract"), subject to the approval of the City of San Antonio City Council, to be evidenced by 
the passage of an ordinance, such option having been granted by CITY in Article VI. TERM 
AND COMMENCEMENT OF WORK, subsection 6.3, of said Contract, having been approved 
by Ordinance No. 87006 passed on November 20, 1997. 

The parties hereby agree that the tenn of said Contract, as originally stated in Article VI. TERM 
AND COMMENCEMENT OF WORK, is hereby extended for two (2) years. In accordance 
therewith, subsection 6.1 is hereby revised as follows: 

6.1 The tenn of this Contract shall be from October 1, 2000 through September 
30, 2002 and shall include the audits of CITY's records and accounts for the 
fiscal years ending September 30, 2000 and 200 I, unless earlier tennination 
shall occur pursuant to any of the provisions of this Contract. However, the 
parties acknowledge and agree that continuation of this Contract beyond 
September 30, 200 I is subject to and contingent upon an annual 
appropriation of funds by City Council. 

II. STATE OF TEXAS SINGLE AllDIT 

Pursuant to subsection 18.3, which provides that any change to local, state and federal rules, 
regulations or laws applicable to the Contract are automatically incorporated in the Contract, the 
parties acknowledge and agree that subsection 3.2 is hereby revised as follows: 

3.2 CPA Contractors agree to perfonn in accordance with generally accepted 
auditing standards adopted by the American Institute of Certified Public 
Accountants, Government Auditing Standards, issued by the Comptroller 
General of the United States, Office of Management and Budget (OMB) 

ATTACHMENT II 



Circular A-I33, the State of Texas Single Audit Circular, and any other 
authoritative pronouncements which may be deemed applicable. Those 
standards require that CPA Contractors plan and perfonn the audit to obtain 
reasonable assurance about whether the general purpose financial statements 
are free of material misstatement. An audit includes examining, on a test 
basis, evidence suppOliing the amounts and disclosures in the general purpose 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as 
evaluating the overall general purpose financial statement presentation. The 
objective of this audit is the expression of an opinion of CPA Contractors, 
including but not limited to CONTRACTOR , or in the event such an 
opinion is not practicable, consistent with prevailing law, regulation, rule 
and/or professional standards issued by the American Institute of Certified 
Public Accounts or the Texas State Board of Public Accountancy 
("Professional Standards"), as evidenced by a letter drafted and issued by 
CONTRACTOR's legal counsel, the American Institute of Certified Public 
Accountants or the Texas State Board of Public Accountancy, that 
CONTRACTOR is unable, because of a certain Professional Standards 
identified in said letter, to issue an opinion jointly with either or both of the 
other CPA Contractors, the expression of an individual and separate opinion 
by CONTRACTOR, in accordance with the provisions of this Contract. 
TIle wording of the Audit opinion will, of course, be dependent on the facts 
and circumstances at the date of the repOlis. If the opinion will be other than 
unqualified, the reasons therefore will be fully disclosed. The opinion will be 
signed by CPA Contractors who will assume responsibility, both jointly and 
severally, for the audit of the financial statements of CITY. 

In accordance with subsection 18.3, any other change to local, state and federal rules, regulations 
or laws applicable to the Contract are hereby incorporated in the Contract, including but not 
limited to the provisions of Article XIV. COMPLIANCE, without further amendment. 

III. CONTRACT PRICING AND BILLING 

Pursuant to the provisions of subsection 6.3 which provides for the renewal and extension of the 
Contract for one additional two-year period, under the same tenns and conditions, save and 
except compensation and fees, Article VII. CONTRACT PRICING AND BILLING, is hereby 
revised as follows: 

7.1 The total of all payments and other obligations made and incurred by CITY 
hereunder, in consideration for services rendered by CONTRACTOR as 
required by Article Ill, subsections 3.1 through 3.7, for fiscal year 2000 shall 
not exceed the amount of $252,000, and for fiscal year 2001 shall not 
exceed the amount of $263,000. Such fees are predicated on the expectation 
that the Finance DepaItment of CITY will provide the preparation of the 
annual financial reports and statements, and supporting work papers 
and schedules at a comparable level with prior years, and that the Office of 
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Internal Review will provide 1,500 hours of assistance to the annual audit 
process. 

7.2 It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
III, subsections 3. I through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2000 shall not exceed $225,000. It is further understood that this 
total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert J. Williams, C.P.A. 

an amount not to exceed $121,500 
an amount not to exceed $ 87,750 
an amount not to exceed $ 15,750 

It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
lTI, subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2001 shall not exceed $235,000. It is further understood that this 
total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robel1 J. Williams, c.P.A. 

an amount not to exceed S126,900 
an amount not to exceed $ 91,650 

an amount not to exceed $ 16,450 

7.3 The total of all payments and other obligations made and incurred by CITY, 
in consideration for services rendered by CONTRACTOR as required by 
Article Ill, subsection 3.2, in connection with the State of Texas Single Audit 
Circular, for fiscal year 2000 shall not exceed the amount of $27,000, and 
for fiscal year 2001 shall not exceed the amount of $28,000. 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article 1II, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $27,000 for fiscal year 
2000, and that said total fee will be paid as follows: 

KPMGLLP 
Garza/Gonzalez & Associates 
Robert J. Williams, C.P.A. 

an amount not to exceed S 7,975 
an amount not to exceed S 17,975 
an amount not to exceed S 1,050 

It is wlderstood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $28,000 for fiscal year 
2001 ,and that said total fee will be paid as follows: 

KPMG LLP 

GarzalGonzalez & Associates 
Robert J. Williams, c.P.A. 

an amount not to exceed $ 8,285 
an amount not to exceed $ 18,640 
an amount not to exceed $ 1,075 

" 
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7.4 CONTRACTOR agrees that all CONTRACTOR labor, superYISlon of 
work, report reproduction, typing, travel, insurance, communication, 
computer access, materials, supplies, and all other CONTRACTOR 
expenses necessary to complete the services stated in this Contract shall be 
bome at CONTRACTOR's sole cost and expense. 

7.5 Progress billings for the annual fee established herein, in subsections 7.1 
through 7.3, will be rendered by the CONTRACTOR to CITY and detailed 
as to the amount due each of the CPA CONTRACTORS. Upon receipt of 
such billing statements, the amount due will be paid by CITY as specified 
on such statements. However, CITY will retain ten percent (IO~o) of the 
total annual fee, until the CITY's Comprehensive Annual Financial Report, 
Federal Single Audit Report, the State Single Audit Report, and 
Management Letter have been completed. 

7.6 In the event that CITY does not provide assistance as provided for in 
subsection 7.1, or other similar extenuating circumstances are encountered as 
to materially alter the penonnance and scope of work hereunder, it may be 
necessary for CONTRACTOR to consider the issuance of a settlement 
statement which details and compares the actual work perfOlmed against the 
original audit plan. However, in no instance will the CITY make any 
payment for the services provided for'in Article III in excess of the armual 
anlOunts established in subsections 7. I and 7.3 \vithout fOlmal written 
revision of this Contract and related City Council approval. 

7.7 Payments for contingent additional services provided in accordance with 
Article IV, and payments for any costs to be reimbursed by CITY in 
accordance with Article V, will be based on fees negotiated on an individual 
engagement basis. The entity designated to provide said services shall 
prepare and submit a billing statement to CITY specifYing the scope of 
work perfonned and amount due. Upon receipt of the billing statement, 
CITY will review, and if in compliance with the established fees. pay the 
amowlt specified due on such statement to the appropriate entity. 

IV. INSlJRANCE AND INDEMNITY 

CON.TRACTOR agrees to comply with the insurance requirements as stated in Article XV. 
INSURANCE of the Contract and to retain the required coverages during the tenn of this 
Renewal and Extensioll. CONTRACTOR further agrees to indemnify CITY in accordance with 
the tenns of Article XVI. INDEMNITY of the Contract. 
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V. SIGNATURES AND AUTHORIZED PERSONNEL 

The parties acknowledge and agree that the name of KPMG Peat Marwick LLP has been changed 
to KPMG LLP. As such, all references to "KPMG Peat Marwick LLP" in the Contract are 
hereby revised to reflect said name change to "KPMG LLP". 

In addition, the parties acknowledge and agree that from time-to-time CITY revises its list of 
CITY personnel authorized to execute documents, receive notice and perform certain functions 
under the provisions of the Contract. As such, all references to "Nora W. ChiIYez-Barrera" in the 
Contract, are hereby revised to reflect said change in personnel and function to "Octavio Pena". 

VI. SAME TERMS AND CONDITIONS 

All other tenns, conditions, covenants and provisions of the Audit Services Contract ("Contract") 
approved by Ordinance No. 87006 on November 20, ] 997 are hereby renewed and extended, save 
and except for the Articles and subsections provided for herein, which the undersigned parties 
agree are hereby modified. 

EXECUTED AND AGREED TO this ~ day of veril tr~nq ,2000. 

CITY 
City of San Antonio 

, 
i , -;':' A. A-r ( 
.~ I 'Z..':7 "'""'. V /L 'i ~ 
, Alexander E. Briseno, 

City Manager 

APPROVED AS TO FORM: 

CONTRACTOR 
Garza/Gonzalez & Associates 

GreGry R. Garza, 
Partner 
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RENEWAL AND EXTENSION 

This Renewal and Extension is made and entered into by and between the City of San 
Antonio (hereinafter referred to as "CITY"), a Texas Municipal Corporation, acting by and 
through its City Manager, Alexander E Briseno, or his designee, pursuant to subsection 6.3 of 
the Audit Services Contract, approved through Ordinance No. 87006 (hereinafter referred to as 
"Contracf'), and Robert J. Williams, Certified Public Accountant (hereinafter referred to as 
"CONTRACTOR"), such Renewal and Extension being approved and authorized pursuant to 
Ordinance No. 92385, on August 24, 2000 and is as follows: 

1. RENEWAL AND EXTENSION 

CITY hereby exercises its option to renew and extend the term of the Audit Services Contract 
("Contract"), subject to the approval of the City of San Antonio City Council, to be evidenced by 
the passage of an ordinance, such option having been granted by CITY in Article VI. TERM 
AND COMMENCEMENT OF WORK, subsection 6.3, of said Contract, having been approved 
by Ordinance No. 87006 passed on November 20, 1997. 

The parties hereby agree that the tenn of said Contract, as originally stated in Article VI. TERM 
AND COMMENCEMENT OF WORK, is hereby extended for two (2) years. In accordance 
therewith, subsection 6.1 is hereby revised as follows: 

6.1 The tenn of this Contract shall be from October 1, 2000 through September 
30,2002 and shall include the audits of CITY's records and accounts for the 
fiscal years ending September 30, 2000 and 2001, unless earlier tennination 
shall occur pursuant to any of the provisions of this Contract. However, the 
parties acknowledge and agree that continuation of this Contract beyond 
September 30, 2001 is subject to and contingent upon an annual 
appropriation of funds by City Council. 

II. ST ATE OF TEXAS SINGLE AUDIT 

Pursuant to subsection 18.3, which provides that any change to local, state and federal rules, 
regulations or laws applicable to the Contract are automatically incorporated in the Contract, the 
parties acknowledge and agree that subsection 3.2 is hereby revised as follows: 

3.2 CPA Contractors agree to perfonn in accordance with generally accepted 
auditing standards adopted by the American Institute of Certified Public 
Accountants, Government Auditing Standards, issued by the Comptroller 
General of the United States, Office of Management and Budget (OMB) 

.. 
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Circular A-133, the State of Texas Single Audit Circular, and any other 
authoritative pronouncements which may be deemed applicable. Those 
standards require that CPA Contractors plan and perfonn the audit to obtain 
reasonable assurance about whether the general purpose financial statements 
are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the general purpose 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as 
evaluating the overall general purpose financial statement presentation. The 
objective of this audit is the expression of an opinion of CPA Contractors, 
including but not limited to CONTRACTOR , or in the event such an 
opinion is not practicable, consistent with prevailing law, regulation, rule 
and/or professional standards issued by the American Institute of Certified 
Public Accounts or the Texas State Board of Public Accountancy 
("Professional Standards"), as evidenced by a letter drafted and issued by 
CONTRACTOR's legal counsel, the American Institute of Certified Public 
Accountants or the Texas State Board of Public Accountancy, that 
CONTRACTOR is unable, because of a certain Professional Standards 
identified in said letter, to issue an opinion jointly with either or both of the 
other CPA Contractors, the expression of an individual and separate opinion 
by CONTRACTOR, in accordance with the provisions of this Contract. 
The wording of the Audit opinion \vill, of course, be dependent on the facts 
and circumstances at the date of the reports. If the opinion will be other than 
unqualified, the reasons therefore will be fully disclosed. The opinion will be 
signed by CPA Contractors who will assume responsibility, both jointly and 
severally, for the audit of the financial statements ofClTY. 

In accordance with subsection 18.3, any other change to local, state and federal rules, regulations 
or laws applicable to the Contract are hereby incorporated in the Contract, including but not 
limited to the provisions of Article XIV. COMPLIANCE, without further amendment. 

III. CONTRACT PRICING AND BILLING 

Pursuant to the provisions of subsection 6.3 which provides for the renewal and extension of the 
Contract for one additional two-year period, under the same tenns and conditions, save and 
except compensation and fees, Article VII. CONTRACT PRICING AND BILLING, is hereby 
revised as follows: 

7.1 The total of all payments and other obligations made and incurred by CITY 
hereunder, in consideration for services rendered by CONTRACTOR as 
required by Article III, subsections 3.1 through 3.7, for fiscal year 2000 shall 
not exceed the amount of $252,000, and for fiscal year 2001 shall not 
exceed the amount of $263,000. Such fees are predicated on the expectation 
that the Finance Department of CITY will provide the preparation of the 
annual financial reports and statements, and supporting work papers 
and schedules at a comparable level with prior years, and that the Office of 
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Internal Review will provide 1,500 hours of assistance to the annual audit 
process. 

7.2 It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
1lI, subsections 3. I through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2000 shall not exceed $225,000. It is further understood that this 
total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert J. Williams, c.P.A. 

an amount not to exceed $121,500 
an amount not to exceed $ 87,750 
an amount not to exceed S 15,750 

It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
Ill, subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2001 shall not exceed $235,000. It is further understood that this 
total fee will be paid as follows: 

KPMGLLP 
Garza/Gonzalez & Associates 
Robert 1. Williams, c.P.A. 

an amount not to exceed S 126,900 
an amount not to exceed $ 91,650 

an amount not to exceed S 16,450 

7.3 The total of all payments and other obligations made and incurred by CITY, 
in consideration for services rendered by COl'lTRACTOR as required by 
Article Ill, subsection 3.2, in connection with the State of Texas Single Audit 
Circular, for fiscal year 2000 shall not exceed the amolilt of S27,OOO, and 
for fiscal year 200 I shall not exceed the amount of $28,000. 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article Ill, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $27,000 for fiscal year 
2000, and that said total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert 1. Williams, c.P.A. 

an amount not to exceed S 7,975 
an amount not to exceed S 17,975 
an amount not to exceed S 1,050 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $28,000 for fiscal year 
2001 ,and that said total fee will be paid as follows: 

KPMGLLP 
Garza/Gonzalez & Associates 
Robert 1. Williams, C.P.A. 

an amount not to exceed S 8,285 

an amount not to exceed $ 18,640 
an amount not to exceed S 1,075 

.. 
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7.4 CONTRACTOR agrees that all CONTRACTOR labor, supemslOn of 
work, report reproduction, typing, travel, insurance, communication, 
computer access, materials, supplies, and all other CONTRACTOR 
expenses necessary to complete the sen'ices stated in this Contract shall be 
bome at CONTRACTOR's sole cost and expense. 

7.5 Progress billings for the annual fee established herein, in subsections 7.1 
through 7.3, will be rendered by the CONTRACTOR to CITY and detailed 
as to the amount due each of the CPA CONTRACTORS. Upon receipt of 
such billing statements, the amount due will be paid by CITY as specified 
on such statements. However, CITY will retain ten percent (100,0) of the 
total annual fee, until the CITY's Comprehensive Annual Financial Report, 
Federal Single Audit Report, the State Single Audit Report, and 
Management Letter have been completed. 

7.6 In the event that CITY does not provide assistance as provided for in 
subsection 7.1, or other similar extenuating circumstances are encountered as 
to materially alter the perfoTI11ance and scope of work hereunder, it may be 
necessary for CONTRACTOR to consider the issuance of a settlement 
statement which details and compares the actual work perfonned against the 
original audit plan. However, in no instance will the CITY make any 
payment for the services provided for in Article III in excess of the annual 
amounts established in subsections 7.1 and 7.3 without fonnal written 
revision ofthis Contract and related City Council approval. 

7.7 Payments for contingent additional services provided in accordance with 
Article IV, and payments for any costs to be reimbursed by CITY in 
accordance with Article V, will be based on fees negotiated on an individual 
engagement basis. The entity designated to provide said sen'ices shall 
prepare and submit a billing statement to CITY specifying the scope of 
work perfonned and amount due. Upon receipt of the billing statement, 
CITY will review, and if in compliance with the established fees: pay the 
amount specified due on such statement to the appropriate entity. 

IV. INSURANCE AND INDEMNITY 

CONTRACTOR agrees to comply with the insurance requirements as stated in Article XV. 
INSURANCE of the Contract and to retain the required coverages during the tenn of this 
Renewal and Extension. CONTRACTOR further agrees to indemnify CITY in accordance with 
the tenns of Article XVL INDEMNITY of the Contract. 
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V. SIGNATURES AND AUTHORIZED PERSONNEL 

The parties acknowledge and agree that the name ofKPMG Peat Marwick LLP has been changed 
to KPMG LLP, As such, all references to "KPMG Peat Marwick LLP" in the Contract are 
hereby revised to reflect said name change to "KPMG LLP", 

In addition, the parties acknowledge and agree that from time-to-time CITY revises its list of 
CITY personnel authorized to execute documents, receive notice and perfonn certain functions 
under the provisions of the Contract. As such, all references to "Nora W. Chavez-Barrera" in the 
Contract, are hereby revised to reflect said change in personnel and function to "Octavio Pena". 

VI. SAME TERMS AND CONDITIONS 

All other tenus, conditions, covenants and provisions of the Audit Services Contract ("Contract") 
approved by Ordinance No. 87006 on November 20, 1997 are hereby renewed and extended, save 
and except for the Articles and subsections provided for herein, which the undersigned parties 
agree are hereby modified, 

elL 
EXECUTED AND AGREED TO this ~ day of ,J.;l:~ ,2000. 

CITY 
City of San Antonio 

C"-~:7 "¥\\. r;,.l. ~ t-. he .( 
Alexander E. Briseno, 
City Manager 

APPROVED AS TO FORM: 

CONTRACTOR 
Robert J. \Villiams, CPA 

Robert J. Williams, 
Certified Public Accountant 
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TO: 
FROM: 
COPIES: 

SUBJECT: 

CITY OF SAN ANTONIO 
Finance Department 

Interdepartmental Memorandum 

Terry Brechtel. Executive Director of Administrative and Financial Services 
Octavio Pena. CPA. Director, Finance Department 
Ben Gorzell Jr., CPA, Assistant Director, Finance Department: Milo Nitschke, 
Assistant Director, Finance Department; Troy Elliott, CPA, Controller, file 
Renewal and Extension of Independent Audit and Related Services Contracts 

DATE: November 6,2000 

Please find enclosed for your signature, renewals and extensions of the Audit Services Contracts 
with KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, CPA. City Council 
passed and approved ordinance 92385 on August 24,2000, authorizing the extension of the audit 
services contracts with the above mentioned firms for one additional two-year period to provide 
the City with independent audit services for fiscal years 2000 and 2001 for an annual audit fee of 
$252,000 and $263,000, respectively. 

Ordinance 87006, passed and approved on November 20, 1997, authorized the execution of 
contracts with KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, CPA to 
provide independent audit and related services for fiscal years 1997, 1998 and 1999, with an 
optIOn to extend the contract, with City Council approval, for one (1) additional two (2) year 
perIod. The City's financial audit and federal single audit was provided at a cost of $203,000 in 
year one, $209,000 in year two, and $215,000 in year three. 

This renewal and extension also amends and increases the scope of services of the original 
contract to include the newly issued audit requirements of the State of Texas Single Audit 
Circular, which was previously covered under the contingent additional services provisions of 
the Audit Services Contract. This Circular sets standards for obtaining consistency and 
uniformity among state agencies for the coordinated audit of local governments expending any 
state awards. The issuance of the new circular was effective October 1, 1997, and resulted in 
contingent additional services under the Audit Services Contract, and additional fees for fiscal 
years 1998 and 1999 in the amounts of $27,475 and $26,075, respectively. This resulted in total 
audit fees of $236,475 for fiscal year 1998 and $241,075 for fiscal year 1999. 

Historically, the participation rates between the auditors, with respect to the financial audit and 
federal single audit, have been 55% for KPMG LLP, 40% for Garza/Gonzalez & Associates, and 
5% for Robert J. Williams, CPA. However, in order to provide Robert J. Williams, CPA a 
higher level of participation in the financial and federal single audit, the participation rates have 
been amended to reflect the following: 54% for KPMG LLP, 39% for Garza/Gonzales & 
Associates, and 7% for Robert 1. Williams. 

Internal Review staff has historically provided assistance to the independent auditors to enhance 
the efficiency of the audit process, and to minimize audit fees. Therefore, in the process of 
negotiating fees for the renewal and extension of this contract, 1,500 annual hours of assistance 
from Internal Review were included. These firms are also recommended to provide specialized 
related services, which may include other audits, reviews, or similar procedures as needed to 
comply with mandated requirements by regulatory and accounting agencies or boards. 



Renewal and Extension of Audit Services Contract 
November 6, 2000 
Page 2 

Annual audIt fees for fiscal year 2000 and fiscal year 2001 will be $252,000 and $263,000, 
respectively. Fees include assistance from the Office of Internal Review, and are subject to 
annual appropriation. Audit fees for the fiscal year 2000 audit will be paid from the Fiscal Year 
2001 General Fund, Non-DepartmentallNon-Operating Budget. 

Audit related services which mandate specialization, as described above, will require the 
contracted firms to provide the City written estimates and hourly rates on a case by case basis, 
and are subject to annual appropriation. 

If you have any questions or require any additional information, please call me at ext. 7013 or 
Troy Elliott at ext. 8604. 

Octavio Pefia, CPA 
Director 
Finance Department 
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AN ORDINANCE 

AUTHORIZING THE EXTENSION OF THE AUDIT SERVICES 
CONTRACTS WITH KPMG LLP, GARZA/GONZALEZ & 
ASSOCIATES, AND ROBERT J. WILLIAMS FOR ONE ADDITIONAL 
TWO-YEAR PERIOD TO PROVIDE THE CITY WITH INDEPENDENT 
AUDIT SERVICES FOR FISCAL YEARS 2000 AND 2001 FOR AN 
ANNUAL AUDIT FEE OF $252,000 FOR FISCAL YEAR 2000, AND 
$263,000 FOR FISCAL YEAR 2001. 

* * * * * 

WHEREAS, Ordinance No. 87006, passed and approved on November 20, 1997, authorized the 
execution of contracts with KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, 
CPA to conduct the City'S independent audits for Fiscal Years 1997, 1998 and 1999; and 

WHEREAS, the Contracts provided for an option to renew and extend for one additional two
year period; and 

WHEREAS, the City wishes to renew said Contracts with KPMG LLP, Garza/Gonzalez & 
Associates, and Robert J. Williams, CPA to conduct the City's independent audits for Fiscal 
Years 2000 and 2001; NOW THEREFORE: 

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF SAN ANTONIO: 

SECTION 1. Subject to the provisions herein, the City Manager, or his designee, is hereby 
authorized to execute a Renewal and Extension with each member of the audit team of KPMG 
LLP, Garza/Gonzalez & Associates, and Robert J. Williams, CPA for one additional two-year 
period, commencing October 1, 2000 and ending September 30, 2002, for a total cost of 
$252,000 for FY 2000 and $263,000 for FY 2001, to provide the City with independent audit 
services. A copy of the Renewal and Extensions are attached hereto, in substantially final form, 
and incorporated herein as Attachments I, II and III, respectively. The tenns and provisions of said 
Renewal and Extensions are hereby approved. In the event the parties cannot agree to the terms 
of the Reaewal and Extension, in substantially the fonn as attached, within thirty (30) days of 
approval of this Ordinance, the City must obtain subsequent City Council approval to execute the 
Renewal and Extensions. 

SECTION 2. Funds will be encumbered in.. FY 2001 III the amount of $252,000.00, in Fund 11-
000 (General Fund-Non Departmental) Index Code 419226 (Professional Fees to Outside 
Auditors), and made payable to KPMG LLP, Garza/Gonzalez & Associates, and Robert J. 
Williams, CPA, in accordance with the Renewal and Extensions, Attachments I, II and III, 
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respectively, for audit and related services provided to the City of San Antonio for FY 2000. A 
Renewal and Extension is authorized in the amount of $263,000.00, subject to and contingent 
upon annual appropriation in FY 2002 for audit and related services provided to the City of San 
Antonio for FY 2001. .. 

SECTION 3. This ordinance shall take effect ten (10) days from the date of passage hereof. 

PASSED AND APPROVED this_ day 0/ ____________ , 2000. 

MAY 0 R 

ATTEST: 

City Clerk 

APPROVED AS TO FORM: 

dD. ~:O.~2 3 8 5 
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RENEWAL AND EXTENSION 

This Renewal and Extension is made and entered into by and between the City of San Antonio 
(hereinafter referred to as "CITY"), a Texas Municipal Corporation, acting by and through its 
City Manager, Alexander E. Briseno, or his designee, pursuant to subsection 6.3 of the Audit 
Services Contract, approved through Ordinance No. 87006 (hereinafter referred to as 
"Contract"), and KPMG LLP, acting by and through Michael W. O'Brien, Partner (hereinafter 
referred to as "CONTRACTOR"), such Renewal and Extension being approved and authorized 
pursuant to Ordinance No. ~ ____ , on August 24,2000, and is as follows: 

I. RENEWAL AND EXTENSION 

CITY hereby exercises its option to renew and extend the term of the Audit Services Contract 
("Contract"), subject to the approval of the City of San Antonio City Council, to be evidenced by 
the passage of an ordinance, such option having been granted by CITY in Article VI. TERM 
AND COMMENCEMENT OF WORK, subsection 6.3, of said Contract, having been approved 
by Ordinance No. 87006 passed on November 20, 1997. 

The parties hereby agree that the term of said Contract, as originally stated in Article VI. TERM 
AND COMMENCEMENT OF WORK, is hereby extended for two (2) years. In accordance 
therewith, subsection 6.1 is hereby revised as follows: 

6.1 The tenn of this Contract shall be from October 1, 2000 through September 
30,2002 and shall include the audits of CITY's records and accounts for the 
fiscal years ending September 30, 2000 and 2001, unless earlier termination 
shall occur pursuant to any of the provisions of this Contract. However, the 
parties acknowledge and agree that continuation of this Contract beyond 
September 30, 2001 is subject to and contingent upon an annual 
appropriation of funds by City Council. 

II. STATE OF TEXAS SINGLE AUDIT 

Pursuant to subsection 18.3, which provides that any change to local, state and federal rules, 
regulations or laws applicable to the Contract are automatically incorporated in the Contract, the 
parties acknowledge and agree that subsection 3.2 is hereby revised as follows: 

3.2 CPA Contractors agree to perform in accordance with generally accepted 
auditing standards adopted by the American Institute of Certified Public 
l'1.CCountants, Government Auditing Standards, issued by the Comptroller 
General of the United States, Office of Management and Budget (OMB) 

ATTACHMENT I 



Circular A-133, the State of Texas Single Audit Circular, and any other 
authoritative pronouncements which may be deemed applicable. Those 
standards require that CPA Contractors plan and perform the audit to obtain 
reasonable assurance about whether the general purpose financial statements 
are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the general purpose 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as 
evaluating the overall general purpose financial statement presentation. The 
objective of this audit is the expression of an opinion of CPA Contractors, 
including but not limited to CONTRACTOR, or in the event such an 
opinion is not practicable, consistent with prevailing law, regulation, rule 
and/or professional standards issued by the American Institute of Certified 
Public Accounts or the Texas State Board of Public Accountancy 
("Professional Standards"), as evidenced by a letter drafted and issued by 
CONTRACTOR's legal counsel, the American Institute of Certified Public 
Accountants or the Texas State Board of Public Accountancy, that 
CONTRACTOR is unable, because of a certain Professional Standards 
identified in said letter, to issue an opinion jointly with either or both of the 
other CPA Contractors, the expression of an individual and separate opinion 
by CONTRACTOR, in accordance with the provisions of this Contract. 
The wording of the Audit opinion will, of course, be dependent on the facts 
and circumstances at the date of the reports. If the opinion will be other than 
unqualified, the reasons therefore will be fully disclosed. The opinion will be 
signed by CPA Contractors who will assume responsibility, both jointly and 
severally, for the audit of the financial statements of CITY. 

In accordance with subsection 18.3, any other change to local, state and federal rules, regulations 
or laws applicable to the Contract are hereby incorporated in the Contract, including but not 
limited to the provisions of Article XIV. COMPLlANCE, without further amendment. 

Ill. CONTRACT PRICING AND BILLING 

Pursuant to the provisions of subsection 6.3 which provides for the renewal and extension of the 
Contract for one additional two-year period, under the same terms and conditions, save and 
except compensation and fees, Article VII. CONTRACT PRICING AND BILLING, is hereby 
revised as follows: 

7. I The total of all payments and other obligations made and incurred by CITY 
hereunder, in consideration for services rendered by CONTRACTOR as 
required by Article Ill, subsections 3.1 through 3.7, for fiscal year 2000 shall 
not exceed the amount of $252,000, and for fiscal year 2001 shall not 
exceed the amount of $263,000. Such fees are predicated on the expectation 
that the Finance Department of CITY will provide the preparation of the 
annual fmancial reports and statements, and supporting work papers 
and schedules at a comparable level with prior years, and that the Office of 
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Internal Review will provide 1,500 hours of assistance to the annual audit 
process. 

It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
Ill, subsections 3. I through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2000 shall not exceed $225,000. It is further understood that this 
total fee will be paid as follows: 

KPMG llP 
Garza/Gonzalez & Associates 
Robert J. Williams. c.P.A. 

an amount not to exceed $121,500 
an amount notto exceed $ 87,750 
an amount not to exceed $ 15,750 

It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
III, subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2001 shall not exceed $235,000. It is further understood that this 
total fee will be paid as follows: 

KPMG lLP 
Garza/Gonzalez & Associates 
Robert J. Williams. c.P.A. 

an amount not to exceed $126,900 
an amount not to exceed $ 91,650 

an amount not to exceed $ 16,450 

7.3 The total of all payments and other obligations made and incurred by CITY, 
in consideration for services rendered by CONTRACTOR as required by 
Article III, subsection 3.2, in connection with the State of Texas Single Audit 
Circular, for fiscal year 2000 shall not exceed the amount of $27,000, and 
for fiscal year 2001 shall not exceed the amount of $28,000. 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $27,000 for fiscal year 
2000, and that said total fee will be paid as follows: 

KPMG LlP 
Garza/Gonzalez & Associates 
Robert 1. Williams, c.P.A. 

an amount not to exceed $ 7,975 
an amount not to exceed $ 17,975 
an amount not to exceed $ 1,050 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $28,000 for fiscal year 
2001 ,and that said total fee will be paid as follows: 

KPMG LlP 
Garza/Gonzalez & Associates 

Robert 1. Williams, c.P.A. 

an amount not to exceed $ 8,285 
an amount not to exceed $ 18,640 

an amount not to exceed $ 1,075 
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7.4 CONTRACTOR agrees that all CONTRACTOR labor, superVlSlon of 
work, report reproduction, typing, travel, insurance, communication, 
computer access, materials, supplies, and all other CONTRACTOR 
expenses necessary to complete the services stated in this Contract shall be 
borne at CONTRACTOR's sole cost and expense. 

7.S Progress billings for the annual fee established herein, in subsections 7.1 
through 7.3, will be rendered by the CONTRACTOR to CITY and detailed 
as to the amount due each of the CPA CONTRACTORS. Upon receipt of 
such billing statements, the amount due will be paid by CITY as specified 
on such statements. However, CITY will retain ten percent (10%) of the 
total annual fee, until the CITY's Comprehensive Annual Financial Report, 
Federal Single Audit Report, the State Single Audit Report, and 
Management Letter have been completed. 

7.6 In the event that CITY does not provide assistance as provided for in 
subsection 7.1, or other similar extenuating circumstances are encountered as 
to materially alter the performance and scope of work hereunder, it may be 
necessary for CONTRACTOR to consider the issuance of a settlement 
statement which details and compares the actual work performed against the 
original audit plan. However, in no instance will the CITY make any 
payment for the services provided for in Article III in excess of the annual 
amounts established in subsections 7.1 and 7.3 without formal written 
revision of this Contract and related City Council approval. 

7.7 Payments for contingent additional services provided in accordance with 
Article IV, and payments for any costs to be reimbursed by CITY in 
accordance with Article V, will be based on fees negotiated on an individual 
engagement basis. The entity designated to provide said services shall 
prepare and submit a billing statement to CITY specifYing the scope of 
work performed and amount due. Upon receipt of the billing statement, 
CITY will review, and if in compliance with the established fees, pay the 
amount specified due on such statement to the appropriate entity. 

IV. INSURANCE AND INDEMNITY 

CONTRACTOR agrees to comply with the insurance requirements as stated in Article XV. 
INSURANCE of the Contract and to retain the required coverages during the term of this 
Renewal and Extension. CONTRACTOR further agrees to indemnify CITY in accordance with 
the terms of Article XVI. INDEMNITY of the Contract. 
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V. SIGNATURES AND AUTHORIZED PERSONNEL 

The parties acknowledge and agree that the name of KPMG Peat Marwick LLP has been changed 
to KPMG LLP. As such, all references to "KPMG Peat Marwick LLP" in the Contract are 
hereby revised to reflect said name change to "KPMG LLP". 

In addition, the parties acknowledge and agree that from time-to-time CITY revises its list of 
CITY personnel authorized to execute documents, receive notice and perform certain functions 
under the provisions of the Contract. As such, all references to "Nora W. Chavez-Barrera" in the 
Contract, are hereby revised to reflect said change in personnel and function to "Octavio Pena". 

VI. SAME TERMS AND CONDITIONS 

All other tenns, conditions, covenants and provisions of the Audit Services Contract ("Contract") 
approved by Ordinance No. 87006 on November 20, 1997 are hereby renewed and extended, save 
and except for the Articles and subsections provided for herein, which the undersigned parties 
agree are hereby modified. 

EXECUTED AND AGREED TO this __ day of _____ ., 2000. 

CITY 
CITY OF SAN ANTONIO 

Alexander E. Briseno, 
City Manager 

APPROVED AS TO FORM: 

Frank J. Garza, 
Cit) Attorney 

CONTRACTOR 
KPMGLLP 

Michael W. O'Brien, 
Partner 
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RENEWAL AND EXTENSION 

This Renewal and Extension is made and entered into by and between the City of San 
Antonio (hereinafter referred to as "CITY"), a Texas Municipal Corporation, acting by and 
through its City Manager, Alexander E. Briseno, or his designee, pursuant to subsection 6.3 of the 
Audit Services Contract, approved through Ordinance No. 87006 (hereinafter referred to as 
"Contract"), and Garza/Gonzalez & Associates, acting by and through Gregory R. Garza, Partner 
(hereinafter referred to as "CONTRACTOR"), such Renewal and Extension being approved and 
authorized pursuant to Ordinance No. ___ , on August 24, 2000, and is as follows: 

l. RENEWAL AND EXTENSION 

CITY hereby exercises its option to renew and extend the term of the Audit Services Contract 
("Contract"), subject to the approval of the City of San Antonio City Council, to be evidenced by 
the passage of an ordinance, such option having been granted by CITY in Article VI. TERM 
AND COMMENCEMENT OF WORK, subsection 6.3, of said Contract, having been approved 
by Ordinance No. 87006 passed on November 20, 1997. 

The parties hereby agree that the term of said Contract, as originally stated in Article VI. TERM 
AND COMMENCEMENT OF WORK, is hereby extended for two (2) years. In accordance 
therewith, subsection 6.1 is hereby revised as follows: 

6.1 The tenn of this Contract shall be from October 1, 2000 through September 
30, 2002 and shall include the audits of CITY's records and accounts for the 
fiscal years ending September 30,2000 and 2001, unless earlier tennination 
shall occur pursuant to any of the provisions of this Contract. However, the 
parties acknowledge and agree that continuation of this Contract beyond 
September 30, 2001 is subject to and contingent upon an annual 
appropriatIOn of funds by City Council. 

II. STATE OF TEXAS SINGLE AUDIT 

Pursuant to subsection 18.3, which provides that any change to local, state and federal rules, 
regulations or laws applicable to the Contract are automatically incorporated in the Contract, the 
parties acknowledge and agree that subsection 3.2 is hereby revised as follows: 

3.2 CPA Contractors agree to perform in accordance with generally accepted 
auditing standards adopted by the American Institute of Certified Public 
Accountants, Government Auditing Standards, issued by the Comptroller 
General of the United States, Office of Management and Budget (OMB) 

ATTACHMENT II 



Circular A-133, the State of Texas Single Audit Circular, and any other 
authoritative pronouncements which may be deemed applicable. Those 
standards require that CPA Contractors plan and perform the audit to obtain 
reasonable assurance about whether the general purpose financial statements 
are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the general purpose 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as 
evaluating the overall general purpose financial statement presentation. The 
objective of this audit is the expression of an opinion of CPA Contradors, 
including but not limited to CONTRACTOR , or in the event such an 
opinion is not practicable, consistent with prevailing law, regulation, rule 
and/or professional standards issued by the American Institute of Certified 
Public Accounts or the Texas State Board of Public Accountancy 
(" Professional Standards"), as evidenced by a letter drafted and issued by 
CONTRACTOR's legal counsel, the American Institute of Certified Public 
Accountants or the Texas State Board of Public Accountancy, that 
CONTRACTOR is unable, because of a certain Professional Standards 
identified in said letter, to issue an opinion jointly with either or both of the 
other CPA Contractors, the expression of an individual and separate opinion 
by CONTRACTOR, in accordance with the provisions of this Contract. 
The wording of the Audit opinion will, of course, be dependent on the facts 
and circumstances at the date of the reports. If the opinion will be other than 
unqualified, the reasons therefore will be fully disclosed. The opinion will be 
signed by CPA Contractors who will assume responsibility, both jointly and 
severally, for the audit of the financial statements of CITY. 

In accordance with subsection 18.3, any other change to local, state and federal rules, regulations 
or laws applicable to the Contract are hereby incorporated in the Contract, including but not 
limited to the provisions of Article XIV. COMPLIANCE, without further amendment. 

Ill. CONTRACT PRICING AND BILLING 

Pursuant to the provisions of subsection 6.3 which provides for the renewal and extension of the 
Contract for one additional two-year period, under the same terms and conditions, save and 
except compensation and fees, Article VII. CONTRACT PRICING AND BILLING, is hereby 
revised as follows: 

7. J The total of all payments and other obligations made and incurred by CITY 
hereunder, in consideration for services rendered by CONTRACTOR as 
required by Article Ill, subsections 3.1 through 3.7, for fiscal year 2000 shall 
not exceed the amount of $252,000, and for fiscal year 2001 shall not 
exceed the amount of $263,000. Such fees are predicated on the expectation 
that the Finance Department of CITY will provide the preparation of the 
annual financial reports and statements, and supporting work papers 
and schedules at a comparable level with prior years, and that the Office of 
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mtemal Review will provide 1,500 hours of assistance to the annual audit 
process. 

7.2 It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
HI, subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2000 shall not exceed $225,000. It is further understood that this 
total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert 1. Williams, CP.A. 

an amount not to exceed $121,500 
an amount not to exceed $ 87,750 
an amount not to exceed $ 15,750 

It is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
111. subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2001 shall not exceed $235,000. It is further understood that this 
total fee wilt be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert] Williams. CP.A. 

an amount not to exceed $126,900 
an amount not to exceed $ 91,650 

an amount not to exceed $ 16,450 

7.3 The total of all payments and other obligations made and incurred by CITY, 
in consideration for services rendered by CONTRACTOR as required by 
Article Ill, subsection 3.2, in connection with the State of Texas Single Audit 
Circular, for fiscal year 2000 shall not exceed the amount of $27,000, and 
for fiscal year 2001 shall not exceed the amount of $28,000. 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $27,000 for fiscal year 
2000, and that said total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert 1. Williams, C. P.A. 

an amount not to exceed $ 7,975 
an amount not to exceed $ 17,975 
an amount not to exceed $ 1,050 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $28,000 for fiscal year 
200 I ,and that said total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert 1. Williams, CP.A. 

an amount not to exceed $ 8,285 
an amount not to exceed $ 18,640 
an amount not to exceed $ 1,075 
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7.4 CONTRACTOR agrees that all CONTRACTOR labor, supervIsIOn of 
work, report reproduction, typing, travel, insurance, communication, 
computer access, materials, supplies, and all other CONTRACTOR 
expenses necessary to complete the services stated in this Contract shall be 
borne at CONTRACTOR's sole cost and expense. 

7.5 Progress billings for the annual fee established herein, in subsections 7.1 
through 7.3, will be rendered by the CONTRACTOR to CITY and detailed 
as to the amount due each of the CPA CONTRACTORS. Upon receipt of 
such billing statements, the amount due will be paid by CITY as specified 
on such statements. However, CITY will retain ten percent (10%) of the 
total annual fee, until the CITY's Comprehensive Annual Financial Report, 
Federal Single Audit Report, the State Single Audit Report, and 
Management Letter have been completed. 

7.6 In the event that CITY does not provide assistance as provided for in 
subsection 7.1, or other similar extenuating circumstances are encountered as 
to materially alter the performance and scope of work hereunder, it may be 
necessary for CONTRACTOR to consider the issuance of a settlement 
statement which details and compares the actual work performed against the 
original audit plan. However, in no instance will the CITY make any 
payment for the services provided for in Article III in excess of the annual 
amounts established in subsections 7.1 and 7.3 without formal written 
revision of this Contract and related City Council approval. 

7.7 Payments for contingent additional services provided in accordance with 
Article IV, and payments for any costs to be reimbursed by CITY in 
accordance with Article V, will be based on fees negotiated on an individual 
engagement basis. The entity designated to provide said services shall 
prepare and submit a billing statement to CITY specifYing the scope of 
work performed and amount due. Upon receipt of the billing statement, 
CITY will review, and if in compliance with the established fees, pay the 
amount specified due on such statement to the appropriate entity. 

IV. INSURANCE AND INDEMNITY 

CONTRACTOR agrees to comply with the insurance requirements as stated in Article XV. 
INSURANCE of the Contract and to retain the required coverages during the term of this 
Renewal and Extension. CONTRACTOR further agrees to indemnify CITY in accordance with 
the terms of Article XVI. INDEMNlTY of the Contract. 
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V. SIGNATURES AND AUTHORIZED PERSONNEL 

The parties acknowledge and agree that the name of KPMG Peat Marwick LLP has been changed 
to KPMG LLP. As such, all references to "KPMG Peat Marwick LLP" in the Contract are 
hereby revised to reflect said name change to "KPMG LLP". 

In addition, the parties acknowledge and agree that from time-to-time CITY revises its list of 
CITY personnel authOlized to execute documents, receive notice and perfOffil certain functions 
under the provisions of the Contract. As such, all references to "Nora W. Chavez-Barrera" in the 
Contract, are hereby revised to reflect said change in personnel and function to "Octavio pena". 

VI. SAME TERMS AND CONDITIONS 

All other tenns, conditions, covenants and provisions of the Audit Services Contract ("Contract") 
approved by Ordinance No. 87006 on November 20, ] 997 are hereby renewed and extended, save 
and except for the Articles and subsections provided for herein, which the undersigned parties 
agree are hereby modified. 

EXECUTED AND AGREED TO this __ day of _____ ., 2000. 

CITY 
Cit} of San Antonio 

Alexander E. Briseno, 
City Manager 

APPROVED AS TO FORM: 

Frank J. Garza, 
Cit) Attorney 

CONTRACTOR 
Garza/Gonzalez & Associates 

Gregory R. Garza, 
Partner 
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RENEWAL AND EXTENSION 

TIlis Renewal and Extension is made and entered into by and between the City of San 
Antonio (hereinafter referred to as "CITY"), a Texas Municipal Corporation, acting by and 
through its City Manager, Alexander E. Briseno, or his designee, pursuant to subsection 6.3 of 
the Audit Services Contract, approved through Ordinance No. 87006 (hereinafter referred to as 
"Contract"), and Robert J. Williams, Certified Public Accountant (hereinafter referred to as 
"CONTRACTOR"), such Renewal and Extension being approved and authorized pursuant to 
Ordinance No. ______ , on August 24, 2000 and is as follows: 

I. RENEWAL AND EXTENSION 

CITY hereby exercises its option to renew and extend the term of the Audit Services Contract 
("Contract"), subject to the approval of the City of San Antonio City Council, to be evidenced by 
the passage of an ordinance, such option having been granted by CITY in Article VI. TERM 
AND COMMENCEMENT OF WORK, subsection 6.3, of said Contract, having been approved 
by Ordinance No. 87006 passed on November 20, 1997. 

The parties hereby agree that the tetID of said Contract, as originally stated in Article VI. TERM 
AND COMMENCEMENT OF WORK, is hereby extended for two (2) years. In accordance 
therewith, subsection 6. I is hereby revised as follows: 

6.1 The tenn of this Contract shall be from October 1, 2000 through September 
30,2002 and shall include the audits of CITY's records and accounts for the 
fiscal years ending September 30,2000 and 2001, unless earlier termination 
shall occur pursuant to any of the provisions of this Contract. However, the 
parties acknowledge and agree that continuation of this Contract beyond 
September 30, 2001 is subject to and contingent upon an annual 
appropriation of funds by City Council. 

II. STATE OF TEXAS SINGLE AUDIT 

Pursuant to subsection 18.3, which provides that any change to local, state and federal rules, 
regulations or laws applicable to the Contract are automatically incorporated in the Contract, the 
parties acknowledge and agree that subsection 3.2 is hereby revised as follows: 

3.2 CPA Contractors agree to perfonn in accordance with generally accepted 
auditing standards adopted by the American Institute of Certified Public 
AccoWltants, Government Auditing Standards, issued by the Comptroller 
General of the United States, Office of Management and Budget (OMB) 

ATTACHMENT III 



Circular A-133, the State of Texas Single Audit Circular, and any other 
authoritative pronouncements which may be deemed applicable. Those 
standards require that CPA Contractors plan and perform the audit to obtain 
reasonable assurance about whether the general purpose financial statements 
are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the general purpose 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as 
evaluating the overall general purpose fmancial statement presentation. The 
objective of this audit is the expression of an opinion of CPA Contractors, 
including but not limited to CONTRACTOR , or in the event such an 
opinion is not practicable, consistent with prevailing law, regulation, rule 
and/or professional standards issued by the American Institute of Certified 
Public Accounts or the Texas State Board of Public Accountancy 
("Professional Standards"), as evidenced by a letter drafted and issued by 
CONTRACTOR's legal counsel, the American Institute of Certified Public 
Accountants or the Texas State Board of Public Accountancy, that 
CONTRACTOR is unable, because of a certain Professional Standards 
identified in said letter, to issue an opinion jointly with either or both of the 
other CPA Contractors, the expression of an individual and separate opinion 
by CONTRACTOR, in accordance with the provisions of this Contract. 
The wording of the Audit opinion will, of course, be dependent on the facts 
and circumstances at the date of the reports. If the opinion will be other than 
unqualified, the reasons therefore will be fully disclosed. The opinion will be 
signed by CPA Contractors who will assume responsibility, both jointly and 
severally, for the audit of the financial statements of CITY. 

In accordance with subsection 18.3, any other change to local, state and federal rules, regulations 
or laws applicable to the Contract are hereby incorporated in the Contract, including but not 
limited to the provisions of Article XlV. COMPLIANCE, without further amendment. 

III. CONTRACT PRICING AND BILLING 

Pursuant to the provisions of subsection 6.3 which provides for the renewal and extension of the 
Contract for one additional two-year period, under the same terms and conditions, save and 
except compensation and fees, Article VII. CONTRACT PRICING AND BILLING, is hereby 
revised as follows: 

7.1 The total of all payments and other obligations made and incurred by CITY 
hereunder, in consideration for services rendered by CONTRACTOR as 
required by Article III, subsections 3.1 through 3.7, for fiscal year 2000 shall 
not exceed the amount of $252,000, and for fiscal year 2001 shall not 
exceed the amount of $263,000. Such fees are predicated on the expectation 
that the Finance Department of CITY will provide the preparation of the 
annual fmancial reports and statements, and supporting work papers 
and schedules at a comparable level with prior years, and that the Office of 
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Internal Review will provide 1,500 hours of assistance to the annual audit 
process. 

7.2 [t is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
IlL, subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 2000 shall not exceed $225,000. It is further understood that this 
total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert J. Williams, c.P.A. 

an amount not to exceed $121,500 
an amount not to exceed $ 87,750 
an amount not to exceed $ 15,750 

[t is understood and agreed by the parties hereto that the total fee to be paid 
by CITY for services rendered by CONTRACTOR, as required by Article 
1lI, subsections 3.1 through 3.7, save and except for the fees paid in 
connection with the State of Texas Single Audit Circular, for the audit of 
fiscal year 200] shall not exceed $235,000. It is further understood that this 
total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert J. Williams, c.P.A. 

an amount not to exceed $126,900 
an amount not to exceed $ 91,650 

an amount not to exceed $ 16,450 

7.3 The total of all payments and other obligations made and incurred by CITY, 
in consideration for services rendered by CONTRACTOR as required by 
Article Ill, subsection 3.2, in connection with the State of Texas Single Audit 
Circular, for fiscal year 2000 shall not exceed the amount of $27,000, and 
for fiscal year 2001 shall not exceed the amount of $28,000. 

[t is understood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $27,000 for fiscal year 
2000, and that said total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 
Robert J. Williams, c.P.A. 

an amount not to exceed $ 7,975 
an amount not to exceed $ 17,975 
an amount not to exceed $ 1,050 

It is understood and agreed by the parties hereto that the total fee for the 
services required by Article III, subsection 3.2, in connection with the State 
of Texas Single Audit Circular, shall not exceed $28,000 for fiscal year 
2001 ,and that said total fee will be paid as follows: 

KPMG LLP 
Garza/Gonzalez & Associates 

Robert J. Williams, c.P.A. 

an amount not to exceed $ 8,285 
an amount not to exceed $ 18,640 

an amount not to exceed $ 1,075 
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7.4 CONTRACTOR agrees that all CONTRACTOR labor, supervision of 
work. report reproduction, typing, travel, insurance, communication, 
computer access, materials, supplies, and all other CONTRACTOR 
expenses necessary to complete the services stated in this Contract shall be 
borne at CONTRACTOR's sole cost and expense. 

7.5 Progress billings for the annual fee established herein, in subsections 7. I 
through 7.3, will be rendered by the CONTRACTOR to CITY and detailed 
as to the amount due each of the CPA CONTRACTORS. Upon receipt of 
such billing statements, the amount due will be paid by CITY as specified 
on such statements. However, CITY will retain ten percent (10%) of the 
total annual fee, until the CITY's Comprehensive Annual Financial Report, 
Federal Single Audit Report, the State Single Audit Report, and 
Management Letter have been completed. 

7.6 In the event that CITY does not provide assistance as provided for in 
subsection 7. 1, or other similar extenuating circumstances are encountered as 
to materially alter the perfOImance and scope of work hereunder, it may be 
necessary for CONTRACTOR to consider the issuance of a settlement 
statement which details and compares the actual work performed against the 
original audit plan. However, in no instance will the CITY make any 
payment for the services provided for in Article III in excess of the annual 
amounts established in subsections 7.1 and 7.3 without formal written 
revision of this Contract and related City Council approval. 

7.7 Payments for contingent additional services provided in accordance with 
Article IV, and payments for any costs to be reimbursed by CITY in 
accordance with Article V, will be based on fees negotiated on an individual 
engagement basis. The entity designated to provide said services shall 
prepare and submit a billing statement to CITY specifYing the scope of 
work performed and amount due. Upon receipt of the billing statement, 
CITY will review, and if in compliance with the established fees, pay the 
amount specified due on such statement to the appropriate entity. 

IV. INSURANCE AND INDEMNITY 

CONTRACTOR agrees to comply with the insurance requirements as stated in Article XV. 
INSURANCE of the Contract and to retain the required coverages during the term of this 
Renewal and Extension. CONTRACTOR further agrees to indemnifY CITY in accordance with 
the terms of Article XVJ. INDEMNITY of the Contract. 
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V. SIGNATURES AND AUTHORIZED PERSONNEL 

The parties acknowledge and agree that the name of KPMG Peat Marwick LLP has been changed 
to KPMG LLP. As such, all references to "KPMG Peat Marwick LLP" in the Contract are 
hereby revised to reflect said name change to "KPMG LLP". 

In addition, the parties acknowledge and agree that from time-to-time CITY revises its list of 
CITY personnel authorized to execute documents, receive notice and perfonn certain functions 
under the provisions of the Contract. As such, all references to "Nora W. Chavez-Barrera" in the 
Contract. are hereby revised to reflect said change in personnel and function to "Octavio Pena". 

VI. SAME TERMS AND CONDITIONS 

A.11 other terms, conditions, covenants and provisions of the Audit Services Contract ("Contract") 
approved by Ordinance No. 87006 on November 20, 1997 are hereby renewed and extended, save 
and except for the Articles and subsections provided for herein, which the undersigned parties 
agree are hereby modified. 

EXF:CUTED AND AGREED TO this __ day of ,2000. 

CITY CONTRACTOR 
City of San Antonio 

-------------------------Alexander E. Briseno, 
City Manager 

APPROVED AS TO FORM: 

--------------
Frank J. Garza, 
City Attorney 

Robert J. Williams, CPA 

Robert J. Williams, 
Certified Public Accountant 
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TO: 
FROM: 
COPIES: 

SUBJECT: 

CITY OF SAN ANTONIO 
Finance Department 

Interdepartmental Memorandum 

Mayor and City Council 
Octavio Pena. CPA. Director. Finance Department 

CONSENJ AG,ENDA 
l T~P,/ll'uO ~ i t:i~ r~. ~ 

Alexander E. Briseno City Manager: Teny Brechtel. Executive Director of 
Administrative and Financial Services: Frank Garza. City Atto~ey:- David Griffith. 
Director. Office ofInternal Review: file 
Renewal and Extension of Independent Audit and Related Services Contract 

DATE: ____ -LA~u~~~s~t~114.~20~0~0-

SUMMARY AND RECOMMENDATION 

This ordinance renews and extends the Audit Services Contracts with KPMG LLP, Garza/Gonzalez & 
Associates, and Robert J. Williams, CPA. The Council Audit Committee convened on Monday, August 7, 
2000 and concurred with staff recommendation to renew and extend, for one additional two year period, 
the Audit Services Contracts with the Firms KPMG LLP, Garza/Gonzalez & Associates, and Robert J. 
Williams, CPA to provide the City with independent audit services for the fiscal years 2000 and 200l. 
Staff recormnends approval of this ordinance. 

BACKGROUND 

The City Charter and Texas Local Government Code require that an annual audit of the City's fmancial 
records be performed by independent certified public accountants. Additionally, independent single audits 
are required by the State of Texas Single Audit Circular, Federal Single Audit Act and related OMB 
Circular A-133. 

Ordinance 87006, passed and approved on November 20, 1997, authorized the execution of contracts with 
KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, CPA to provide independent audit and 
related services for fiscal years 1997, 1998 and 1999, with an option to extend the contract, with City 
Council approval, for one (1) additional two (2) year period. The City's fmancial audit and federal single 
audit was provided at a cost of $203,00(1 in year one, $209,000 in year two, and $215,000 in year three. It 
is important to note that the City has received the Certificate of Achievement for Excellence in Financial 
reporting, the highest form of recognition for fmancial reporting, for the last (23) twenty-three years, 

ThIS renewal and extension also amends and increases the scope of services of the original contract to 
include the newly issued audit requirements of the State of Texas Single Audit Circular, which was 
previously covered under the contingent additional services provisions of the Audit Services Contract. 
This Circular sets standards for obtaining consistency and uniformity among state agencies for the 
coordinated audit of local governments expending any state awards. The issuance of the new circular was 
effective October I, 1997, and resulted in contingent additional services under the Audit Services Contract, 
and additional fees for fiscal years 1998 and 1999 in the amounts of $27,475 and $26,075, respectively. 
This resulted in total audit fees of $236,475 for fiscal year 1998 and $241,075 for fiscal year 1999. 

Historically, the participation rates between the auditors, with respect to the fmancial audit and federal 
smgle audit, have been 55% for KPMG LLP, 40% for Garza/Gonzalez & Associates, and 5% for Robert 1. 
Williams, CPA. However, in order to provide Robert 1. Williams, CPA a higher level of participation in 
the fmancial and federal single audit, the participation rates have been amended to reflect the following: 
54% for KPMG LLP, 39% for Garza/Gonzales & Associates, and 7% for Robert J. Williams. 
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It is also important to note that Internal Review staff has historically provided assistance to the independent 
audit~rs to enhance the efficiency of the audit process, and to minimize audit .fees. 1bereJore, in the 
process of negotiating fees for the renewal and extension of this contract, 1,500 annual hours of assistance 
from Internal Review were included. These finns are also recommended to provide specialized related 
services, which may include other audits, reviews, or similar procedures as needed to comply with 
mandated requirements by regulatory and accounting agencies or boards. 

FINANCIAL IMPACT 

Annual audit fees for fiscal year 2000 and fiscal year 2001 will be $252,000 and $263,000, respectively. 
Fees include assistance from the Office of Internal Review, and are subject to annual appropriation. Audit 
fees for the fiscal year 2000 audit will be paid from the Fiscal Year 2001 General Fund, Non
DepartmentallN on-Operating Budget. 

Audit related services which mandate specialization, as described above, will require the contracted finns 
to provide the City written estimates and hourly rates on a case by case basis, and are subject to annual 
appropriation. 

COORDINATION 

This item has proceeded under the guidance and direction of the City Council Audit Committee. In 
addition coordination of this item has included the following departments: Finance, Internal Review and 
the City Attorney's Office. 

SUPPLEMENTAL COMMENTS 

The required ethics disclosure forms required by this Ordinance are attached. 

APPROVED: 

Terry Brechtel 
Executive Director of Administrative 
and Financial Services 

~de~{tefi~ 
City Manager 

Octavio Pena, CPA 
Director 
Finance Department 



City of San Antonio 
Discretionary Contracts Disclosure 

FOI'I.I..f" of this fort1f, .. ,,' City o/San Antonio Ethic3 Code. Pari D, Sect/on 1&2 
Attach additional .fheets /fspacc provided is not sufficient 

Disclosure of Parties, Owners, and Closely Rdated Persons 
For the purpose of assisting the city in the enforcement of provisions contained in thc City Charter and the code of 
ewes, an individual or bosiness entity seeking a discretionary contract from tlle ciLy is rcquir.;;d to disclose in 
connection with a proposal for a. discretionary contract: 

individual who would be a to the discreLio 

NONE 

(2) the identity of any business entity thaL would be a party to the discretionary contract: 
_______ --'KPMG LLP _and t.he na.me of: 

(A) any jndivichk'll or business entity that would be a subcontrac\.Or on Ule discretioncuy contract; 

NONE 

(B) any individual or business entity that is known to be a partner, or it parent or subsidiary business entity, of 
any individual or business enti1y Who would be a party to th.e discretionary contract: 

Michael W. O'Brien will be the KPMG engagement partner for the audit of the City. Park. Pearsoll is the 
managing partner of KPMG' s San Antonio office. Other KPMG partners in the San Antonio office arc: Walter 
Belt, Warren Zaccaro, Fred B8I1Z, Jorge Del Alamo, Mark Frye, Paul Nadeau and Dan Slattery. KPMG LLP also 
has over 1000 other partners in V'driOUS offices throughout the United States. 

The audit services subject to this contract will be jointly perfonncd w:ith GaT7.a/Gon7..alez and Associates and 
Robert 1. Williams, CPA. 

(3) the identity of any lobbyist or public relations finn employed for purposes relating to the discretion,lIY contract 
be· . b an individual or business enn who would be a to the discretionary contract. 

NONE 

"oliti~al Contributions 
Any individual or business entity seeking a discretional)' contrc:tct from the city must disclose in connection with a 
proposal for a discretionary contract all poliLical contributions totaling one hundred dollars ($100) or :more within 
the past twenty-four (24) months made direc::t1y or indirectly to any member of City Council, OT to any political 
action conunittee that COnInbUlCS to City Council elections, by any individual or business entity whose identity 
must be disclosed under (1), (2) or (3) above. Indirect contributions by an individual include .. but are not limited to, 
contnbutions made by the individual's spouse, whether statutory or conunoll-law. Indirect contributions by an 
entity include, but are not limited La, con1l1butions made through the officers, oWIlcrs, or registered lobbyists of the 
entity. 

To Whom Made: Amount: Date of Contribution: 
Tim Bannwolf $250 March 21, 2000 
Tim Bannwolf $250 September 29,1999 
Tim Bann'Woif $250 March 22., 1999 
Tim Bannwolf $150 November 12, 1998 
Howard Peak $150 November 12. 1998 

COSA Form lIJS0-33·2. Discretionary Concrs.1;:.ooc, o~l25l99 

v0/G0'd 1G900G£ G1S d dll 9Wd:>1 



. Robert Marbut 
Robert Marbut 

City of San Antonio 
Discretionary Contracts Disclosure 

For 1138 ofthisfo,.m. see City o[SatlAllton/o Ethics Code, Part D, Section /&:2 
Atlach udditiol'lQl sheers if space provided /., not .!ufflt!lcnt 

$100 
$100 

COSA FClIID.I050-33-2. Diacrctionary Contra&.dOc, 08~/99 

lc900c£ clS d dTl 8Wd>i 
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Disclosures in Prl)po~als 

City of San Antonio 
Discretionary Contracts Disclosure 

FOl" t.I.f" <;>fthlS form, 6" City ofSanAnt<;>nio EmicR Code. Pan D, 8f!clion f&2 
Attach addtno"al sheers if Space provided is 7/<;>t .rujJlclenl 

Any individual or business entity seeking a discretionary contract with the city shalJ disclose any kuown facts 
which, re.1Sonably understood, nrlsc a question' as to whether any city official would violate Section 1 of Part B by 
participating jn official action relating to the cliscretionary contract. 

NONE 

Signature: Title: PARTNER Date: August 11, 2000 

~ (7~ Company: KPMG LLP 

I For purposes of this rule, m~ are "reasonably undel'!!tood" to "raise ,1 (I~on" ubollt ihc appropriatcru:ss of official action if a di.~int~ ptonCJn 
would conclude that the fact.~, if true, require ~a1 or Rquirc careful L'Oosidcnrtion ofwbcther or not rCCDRal i.~ required, 
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City of San Antonio 
Discretionary Contracts Disclosure 

For use of this form, see City of San Antonio Ethics Code, Part D, Section 1&2 
Attach additional sheets if space provided is not sufficient 

Disclosur-e of Parties, Owners, and Closely Related Persons 
F or 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: 

(I) the identity of any individual who would be a party to the discretionary contract; 

(2) the identity of any business en1iJ;y that would be a party to the discretionary contract: 
_.LlG~O..s.6,-,Q.=:.tt-L!-_T~-,U1~6,-,~~~~ ~~~~~CA~~~~ _____________ and the name of: 

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

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

(3) the identity of any lobbyist or public relations 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, 

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 contributions totaling one hundred dollars ($100) or more within 
the past twenty-four (24) months made directly or indirectly to any member of 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 (1), (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, or registered lobbyists of the 
entity. 

To Whom Made: Amount: Date of Contribution: 

~#.R- ---. #//1-

COSA Fonn 1050-33-2, Discretionary Contracts.doc, 08/25/99 



Disclosures in Proposals 

City of San Antonio 
Discretionary Contracts Disclosure 

For use a/this/arm, see City a/San Antonio Ethics Code, Part D, Section 1&2 
Attach additional sheets if space provided is not sufficient 

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

/lout. 

Signature: Title: Date: 
'jP/UnCIIf1"'/ 

I~~ . ... Company: 
~ /IJ, C).DOD 

~oJ~ cr 11i//~ ePA 

I 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. 

COS" Forn] 1050-33-2. Discretionary Contracts.doc. 08/25/99 



City of San Antonio 
Discretionary Contracts Disclosure 

For use a/this/arm, see City a/San Antonio Ethics Code, Part D, Section 1&2 
Attach additional sheets if space provided is not sufficient 

Disclosure-ilf 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: 

(I) the identity of any individual who would be a party to the discretionary contract; 

N/A 

(2) the identity of any business entity that would be a party to the discretionary contract: 
__________________________________________________________________ ,andthenameo( 

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

None 

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

Gregory R. Garza 
Rene E. Gonzalez 
Dora Ann Verde 
Eleazar Mendoza 

(3) the identity of any lobbyist or public relations fInn 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. 

None 

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 contributions totaling one hundred dollars ($100) or more within 
the past twenty-four (24) months made directly or indirectly to any member of 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 (1), (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, or registered lobbyists of the 
entity. 

To Whom Made: Amount: Date of Contribution: 

COSA Fonn 1050-33-2, Discretionary Contracts, 08/25/99 



Disclosures- in Proposals 

City of San Antonio 
Discretionary Contracts Disclosure 

For use a/this/arm, see City a/San Antonio Ethics Code, Part D, Section 1&2 
Attach additional sheets if space provided is not sufficient 

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

None 

Signature: Title: Date: 

Gregory R. Garza, CPA Partner 

-~ 
Company: 

01/~ Garza/Gonzalez & Associates 
Certified Public Accountants 

To Whom Made Amount Date of Contribution 

Debra Guerrero $ 100.00 July 1998 
Jose Menendez 150.00 September 1998 
Raul Prado 200.00 September 1998 
Mario Salas 200.00 October 1998 
Debra Guerrero 200.00 February 1999 
Raul Prado 250.00 September 1999 

$ 1,100.00 

I 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. 

COSA Form 1050-33-2, Discretionary Contracts, 08125199 



SAN ANTONIO 

Request For Ordinance/Resolution 

August 31, 2000 
SUMMARY OF ORDINANCE 

This ordinance renews and extends the Audit Services Contracts with KPMG LLP, Garza/Gonzalez & 
Associates, and Robert J. Williams, CPA, for one additional two year period to provide the City with 
independent audit services for the fiscal years 2000 and 2001. Annual audit fees for fiscal year 2000 and 
fiscal year 2001 will be $252,000 and $263,000, respectfully. 

Council Memorandum Must be Attached To 
Other Depts., Boards, Committees Involved please specify): 
City Council Audit Committee City Attorney's Office, Office of Internal Review 

Contract sig other party 
Yes 0 No ~ 

Fund No. t 1 AmI. Expended 252,000 Funds/Staffing Budgeted 

Activity No. 80-02-06 SID No. Positions Currently 
Authorized 

Index Code 419226 Project No. Impact of future 0 & 
M 

Object Code 02-160 
Comments: 

Yes 
0 

class and no. 

No 0 

Coordinator - White 
Legal - Green 

Budget - Canary 
Finance - Pink 

nrir,in,.tnr - Gold 



112 East Pecan, Suite 2400 

San Antonio, TX 78205-1585 

September I 1, 200 I 

Mr. Milo Nitschke 
Acting Director of Finance 
City of San Antonio 
P.O. Box 839966 
San Antonio, Texas 78283-3966 

Dear Milo: 

TelephonEi 210 227 9272 

Fax 210 224 0126 

2102274707 

KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, CPA, (collectively "CPA 
Contractors") are being engaged in accordance with the Audit Services Contract dated November 20, 
1997, as amended by ordinance 92385 dated August 24, 2000, to report upon our audit of the general 
purpose financial statements of City of San Antonio (the City) as of and for the year ended September 30, 
2001, to report in accordance with OMB Circular A-133 and also to report in accordance with the 
provisions of the State of Texas Single Audit Circular. Furthermore, each CPA Contractor will execute 
an annual engagement letter with the City establishing the scope of the CPA Contractors' responsibility 
for each year's audit, the allocation of work to be performed as part of each audit by each CPA 
Contractor, and the portion of the total compensation for such audit that each CPA Contractor will be 
paid, consistent with the provisions contained in Article VII, subsections 7.1 through 7.4 of the Audit 
Services Contract. This is KPMG's annual engagement letter to confirm our understanding of the 
engagement. 

Financial Statement Audit 

We will conduct our audit of the general purpose financial statements in accordance with auditing 
standards generally accepted in the United States of America and the standards for financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
The objective of an audit carried out in accordance with such standards is the expression of our opinion 
concerning whether the general purpose financial statements, taken as a whole, are presented fairly, in 
all material respects, in conformity with accounting principles generally accepted in the United States 
of America. In conducting the audit, we will perform tests of the accounting records and such other 
procedures as we consider necessary in the circumstances to provide a reasonable basis for our opinion 
on the financial statements. We also will assess the accounting principles used and significant estimates 
made by management, as well as evaluate the overall financial statement presentation. 

Our report will be addressed to the Mayor and City Council of the City. We cannot provide assurance 
that an unqualified opinion will be rendered. Circumstances may arise in which it is necessary for us to 
modify our report or withdraw from the engagement. In such circumstances, our findings or reasons for 
withdrawal will be communicated to the Mayor and City Council. 

Should the City wish to include these financial statements in a document offering securities and request 
that we agree to include our report on these financial statements in the offering document, we would 
consider agreeing to the inclusion of our report at that time. 

The management of the City has responsibility for the general purpose financial statements and all 
representations contained therein. Management also has responsibility for the adoption of sound 
accounting policies and the implementation of record keeping and internal control to maintain the 
reliability of the general purpose financial statements and to provide reasonable assurance against the 
possibility of misstatements that are material to the general purpose financial statements. 

•••• 
KPMG LLP KPMG LLP d us limned 'lability partnership, IS 
a (f1emher Of KPMG International a SwiSS aSSOCiation 



Mr. Milo Nitschke 
City of San Antonio 
September 11, 2001 
Page 2 

An audit is planned and performed to obtain reasonable assurance about whether the financial 
statements are free of material misstatement, whether caused by error or fraud. Absolute assurance is 
not attainable because of the nature of audit evidence and the characteristics of fraud. Therefore, there 
is a risk that material errors, fraud (including fraud that may be an illegal act), and other illegal acts 
may exist and not be detected by an audit performed in accordance with generally accepted auditing 
standards. Also, an audit is not designed to detect matters that are immaterial to the financial 
statements. 

To the extent that they come to our attention, we will inform management about any material errors and 
any instances of fraud or illegal acts. Further, to the extent that they come to our attention, we will 
inform the Mayor and City Council about fraud and illegal acts that involve senior management, fraud 
that in our judgment causes a material misstatement of the financial statements of the City, and illegal 
acts, unless clearly inconsequential, that have not otherwise been communicated to the Mayor and City 
Council. 

In planning and performing our audit, we will consider the City's internal control in order to determine 
our auditing procedures for the purpose of expressing an opinion on the general purpose financial 
statements and not to provide assurance on internal control. Our consideration of internal control 
performed as part of the general purpose financial statement audit contributes to the evidence 
supporting our opinion on the financial statements; however, it does not provide a basis for opining on 
internal control. The limited purposes of this consideration may not meet the needs of some users who 
require additional information about internal control. 

Management is responsible for compliance with laws, regulations, contracts and grants applicable to 
the City. As part of obtaining reasonable assurance about whether the financial statements are free of 
material misstatement, we will perform tests of the City'S compliance with certain provisions of laws, 
regulations, contracts and grants. However, our objective is not to provide an opinion on overall 
compliance with such provisions. 

In accordance with Government Auditing Standards, will prepare a written report on our consideration 
of internal control and tests of compliance made as part of the general purpose financial statement 
audit. This report will include any reportable conditions that come to our attention. Reportable 
conditions involve matters coming to our attention relating to significant deficiencies in the design or 
operation of internal control that, in our judgment, could adversely affect the entity's ability to record, 
process, summarize, and report financial data consistent with the assertions of management in the 
general purpose financial statements. 

OMB Circular A-133 

We will also perform auditing procedures on the City's major federal award programs in accordance 
with the provisions of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. OMB Circular A-133 includes specific audit requirements, mainly in the areas of 
internal control and compliance with laws and regulations, that exceed those required by Government 
Auditing Standards. 



Mr. Milo Nitschke 
City of San Antonio 
September 11, 200 1 
Page 3 

As part of our audit procedures performed in accordance with the provisions of OMB Circular A-133, 
we will perform tests to evaluate the effectiveness of the design and operation of internal control that 
we consider relevant to preventing or detecting material noncompliance with laws and regulations 
applicable to each of the City's major programs. The tests of internal control performed in accordance 
with OMB Circular A-I33 are less in scope than would be necessary to render an opinion on internal 
control. 

Compliance with laws, regulations, contracts and grants that govern federal award programs is the 
responsibility of management. We will perform the tests of the City's compliance with certain specific 
provisions of laws, regulations, contracts and grants we determine to be necessary based on the OMB 
Circular A-133 Compliance Supplement (Compliance Supplement). The procedures outlined in the 
Compliance Supplement are those suggested by each federal agency and do not cover all areas of 
regulations governing each program. Program reviews by federal agencies may identify additional 
instances of noncompliance. 

As required by OMB Circular A-133, we will prepare a written report to the Mayor and City Council 
which provides (1) our opinion on the schedule of expenditures of federal awards in relation to the 
financial statements taken as a whole, (2) provides our opinion on the City'S compliance with laws, 
regulations, contracts and grant agreements that have a direct and material effect on a major federal 
award program and (3) communicates our consideration of internal control over major federal 
programs. 

In addition to the OMB Circular A-133 requirements to maintain internal control and comply with 
laws, regulations, contracts and grants that govern federal award programs as discussed above, OMB 
Circular A-133 also requires the City to prepare a: 

• Schedule of expenditures of federal awards, 

• Summary schedule of prior audit findings, 

• Corrective action plan, and 

• Data collection form (Part I). 

While, we may be engaged to assist you in the preparation of these items, preparation is, and must 
remain, the responsibility of the City. 

Certain provisions of OMB Circular A-I33 allow a granting agency to request that a specific program 
be selected as a major program provided that the Federal granting agency is willing to pay the 
incremental cost of such a selection. The City agrees to notify KPMG LLP of any such request by a 
granting agency and to work with KPMG LLP to modify the terms of this letter as necessary to 
accommodate such requests. 
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September 11, 200 I 
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State of Texas Single Audit Circular - State Grant Programs Single Audit 

We will perform audit procedures with respect to the City's major state award programs in accordance 
with the provisions of the State of Texas Single Audit Circular which is part of the Uniform Grant 
Management Standards (UGMS). The UGMS includes specific audit requirements, mainly in the areas 
of internal control and compliance with laws, regulations, contracts, and grants that exceed those 
required by Government Auditing Standards. 

As part of our audit procedures performed in accordance with the provisions of the UGMS, we will 
perform tests to evaluate the effectiveness of the design and operation of internal control that we 
consider relevant to preventing or detecting material noncompliance with laws, regulations, contracts 
and grants applicable to each of the City's major state award programs. The tests of internal control 
performed in accordance with the UGMS are less in scope than would be necessary to render an 
opinion on internal control. 

Compliance with laws, regulations, contracts and grants applicable to state award programs is the 
responsibility of management. We will perform tests of the City's compliance with certain provisions 
of laws, regulations, contracts and grants we determine to be necessary based on the provisions of the 
UGMS and the state grant award programs selected for our test work. 

As required by the UGMS, we will prepare a written report which (1) provides our opinion on the 
schedule of expenditures of state awards in relation to the City's financial statements taken as a whole, 
(2) provides our opinion on compliance with laws, regulations, contracts and grants that could have a 
direct and material effect on a major state award program and (3) communicates our consideration of 
internal control over major state award programs. 

In addition to the UGMS requirements to maintain internal control and comply with provisions of laws, 
regulations, contracts and grants applicable to state programs as discussed above, the UGMS also 
requires the City to prepare a: 

• Schedule of expenditures of state awards, 
• Summary schedule of prior audit findings, and 

• Corrective action plan 

While we may be separately engaged to assist you in the preparation of these items, preparation is the 
responsibility of the City. 

Certain provisions of the UGMS allow a granting agency to request that a specific program be selected 
as a major program provided that the granting agency is willing to pay the incremental audit cost 
arising from such selection. The City agrees to notify KPMG LLP ("KPMG") of any such request by a 
granting agency and to work with KPMG to modify the terms of this letter as necessary to 
accommodate such requests. 
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Other Engagement Issues 

Our reports on internal control and on compliance with laws, regulations, contracts and grants will 
indicate that they are intended solely for the information and use of the Mayor and City Council, 
management of the City and federal awarding agencies and pass-through entities and are not intended 
and should not be used by anyone other than these specified parties. 

The City agrees that all records, documentation, and information we request in connection with our 
audit will be made available to us, that all material information will be disclosed to us, and that we will 
have the full cooperation of the City's personnel. As required by generally accepted auditing standards, 
we will make specific inquiries of management about the representations embodied in the financial 
statements, the effectiveness of internal controls and the City's compliance with certain laws and 
regulations, and obtain a representation letter from management about these matters. 

The responses to our inquiries, the written representations, and the results of audit tests comprise the 
evidential matter we will rely upon in forming an opinion on the financial statements. Because of the 
importance of management's representations to the effective performance of our services, the City will 
release KPMG and its personnel from any claims, liabilities, costs, and expenses relating to our 
services under this letter attributable to any misrepresentations in the representation letter referred to 
above. 

For your information, we have attached a copy of KPMG' s most recent Peer Review Report. 

It should be understood the workpapers for the engagement are the property of KPMG and constitute 
confidential information. However, pursuant to Government Auditing Standards, we are required to 
make certain work papers available to federal and state regulatory agencies upon request for their 
reviews of audit quality and use by their auditors. Access to the requested work papers will be provided 
to the regulators under supervision of KPMG personnel. Costs incurred to comply with any such 
requests to review our work papers will not be reimbursed by the City. To the extent such workpapers 
are used by the regulators for purposes other than reviews of audit quality and/or to the extent that 
regulators or grantors require additional procedures beyond the requirements of the Single Audit Act, 
costs incurred to comply with any such requests will be discussed with the City, prior to being incurred 
and billed to you. 

Our fees for audits are based on the amount of time required to perform the agreed scope of work, plus 
reimbursement for expenses (report reproduction, postage, computer charges, overhead charges, 
supplies, travel, etc.). This estimate is based on the assumption that workpapers requested by us will be 
prepared on a timely basis by your personnel. Should unexpected problems arise which will cause the 
time to materially exceed our estimate, we will discuss such matters with you and obtain your approval 
before incurring additional time. Based upon this, except for the fees in connection with the State of 
Texas Single Audit Circular, we estimate that the total fee for the above described services will be 
$235,000, including expenses, of which 54% ($126,900) will be paid to KPMG LLP, 39% ($91,650) 
will be paid to the firm of Garza/Gonzalez & Associates, and 7% ($16,450) will be paid to the firm of 
Robert J. Williams, CPA. We estimate that the total fees associated with the State of Texas Single 
Audit Circular will be $28,000, including expenses, of which $8,285 will be paid to the firm of KPMG 
LLP, $18,640 will be paid to the firm of Garza/Gonzalez & Associates, and $1,075 will be paid to the 
firm of Robert J. Williams, CPA. 
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KPMG will normally invoice you biweekly for services performed and expenses incurred since the last 
invoice. All invoices are due and payable upon presentation, but the payment date should not be beyond 
thirty days after the date of the invoice. Upon approval of this engagement, we will work with City 
personnel to establish specific timetables for our work, progress billings and payments, except for the 
additional granting agency's requirements noted above. 

* * * * * 
We would be pleased to discuss this letter with you at any time. For your convenience in confirming 
these arrangements, we enclose a copy of this letter. Please sign and return it to us. We are looking 
forward to working with you on this engagement. 

Sincerely, 

KPMGLLP 

Michael W. O'Brien 
Partner 

MWO:bh 
Enclosure 

ACCEPTED 

City of San Antonio 

~~~? 
Authorized Signature 

/~ / ? /",1 /' ("' IJ r ~ /'/;:-1.. 
Title 

;/- / J _ /1 ;:;...-

Date 
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GARZA /GONZALEZ 
& associates 

CERTIFIED PUBLIC ACCOUNTANTS 

January 22, 2002 

Mr. Milo Nitschke 
Director of Finance 
City of San Antonio 
P.O. Sox 839966 
San Antonio, Texas 78283-3966 

Dear Mr. Nitschke: 

KPMG LLP, Garza/Gonzalez & Associates (G/G&A), and Robert J. Williams, CPA 
(collectively "CPA Contractors") are being engaged in accordance with the Audit 
Services Contract dated November 20, 1997, as amended by ordinance 92385 
dated August 24, 2000 to report upon our audit of the general purpose financial 
statements of City of San Antonio (the City) as of and for the year ended September 
30, 2001, to report in accordance with OMS Circular A-133 and also to report in 
accordance with the provisions of the State of Texas Single Audit Circular. 
Furthermore, each CPA Contractor will execute an annual engagement letter with 
the City establishing the scope of the CPA Contractors' responsibility for each year's 
audit, the allocation of work to be performed as part of each audit by each CPA 
Contractor, and the, portion of the total compensation for such audit that each CPA 
Contractor will be paid, consistent with the provisions contained in Article VII, 
subsections 7.1 through 7.4 of the auditing service contract. This is G/G&A's annual 
engagement letter to confirm our understanding of the engagement. 

Financial Statement Audit 

We will conduct our audit of the general purpose financial statements in accordance 
with auditing standards generally accepted in the United States of America and the 
standards for financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. The objective of an audit carried 
out in accordance with such standards is the expression of our opinion concerning 
whether the general purpose financial statements, taken as a whole, are presented 
fairly, in all material respects, in conformity with accounting principles generally 
accepted in the United States of America. In conducting the audit, we will perform 
tests of the accounting records and such other procedures as we consider 
necessary in the circumstances to provide a reasonable basis for our opinion on the 
financial statements. We also will assess the accounting principles used and 
significant estimates made by management, as well as evaluate the overall financial 
statement presentation. 
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Our report will be addressed to the Mayor and City Council of the City. We cannot 
provide assurance that an unqualified opinion will be rendered. Circumstances may 
arise in which it is necessary for us to modify our report or withdraw from the 
engagement. In such circumstances, our findings or reasons for withdrawal will be 
communicated to the Mayor and City Council. 

Should the City wish to include these financial statements in a document offering 
securities and request that we agree to include our report on these financial 
statements in the offering document, we would consider agreeing to the inclusion of 
our report at that time. 

The management of the City has responsibility for the general purpose financial 
statements and all representations contained therein. Management also has 
responsibility for the adoption of sound accounting policies and the implementation 
of record keeping and internal control to maintain the reliability of the general 
purpose financial statements and to provide reasonable assurance against the 
possibility of misstatements that are material to the general purpose financial 
statements. 

An audit is planned and performed to obtain reasonable assurance about whether 
the financial statements are free of material misstatement, whether caused by error 
or fraud. Absolute assurance is not attainable because of the nature of audit 
evidence and the characteristics of fraud. Therefore, there is a risk that material 
errors, fraud (including fraud that may be an illegal act), and other illegal acts may 
exist and not be detected by an audit performed in accordance with generally 
accepted auditing standards. Also, an audit is not designed to detect matters that 
are immaterial to the financial statements. 

To the extent that they come to our attention, we will inform management about any 
material errors and any instances of fraud or illegal acts. Further, to the extent that 
they come to our attention, we will inform the Mayor and City Council about fraud 
and illegal acts that involve senior management, fraud that in our judgment causes a 
material misstatement of the financial statements of the City, and illegal acts, unless 
clearly inconsequential, that have not otherwise been communicated to the Mayor 
and City Council. 

In planning and performing our audit, we will consider the City's internal control in 
order to determine our auditing procedures for the purpose of expressing an opinion 
on the general purpose financial statements and not to provide assurance on 
internal control. Our consideration of internal control performed as part of the 
general purpose financial statement audit contributes to the evidence supporting our 
opinion on the financial statements; however, it does not provide a basis for opining 
on internal control. The limited purposes of this consideration may not meet the 
needs of some users who require additional information about internal control, 
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Management is responsible for compliance with laws, regulations, contracts and 
grants applicable to the City. As part of obtaining reasonable assurance about 
whether the financial statements are free of material misstatement, we will perform 
tests of the City's compliance with certain provisions of laws, regulations, contracts 
and grants. However, our objective is not to provide an opinion on overall 
compliance with such provisions. 

In accordance with Government Auditing Standards, will prepare a written report on 
our consideration of internal control and tests of compliance made as part of the 
general purpose financial statement audit. This report will include any reportable 
conditions that come to our attention. Reportable conditions involve matters coming 
to our attention relating to significant deficiencies in the design or operation of 
internal control that, in our judgment, could adversely affect the entity's ability to 
record, process, summarize, and report financial data consistent with the assertions 
of management in the general purpose financial statements. 

OMB Circular A-133 

We, will also perform auditing procedures on the City's major federal award 
programs in accordance with the provisions of OMS Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations. OMS Circular A-133 includes 
specific audit requirements, mainly in the areas of internal control and compliance 
with laws and regulations, that exceed those required by Government Auditing 
Standards. 

As part of our audit procedures performed in accordance with the provisions of A-
133, we will perform tests to evaluate the effectiveness of the design and operation 
of internal control that we consider relevant to preventing or detecting material 
noncompliance with laws and regulations applicable to each of the City's major 
programs. The tests of internal control performed in accordance with OMS Circular 
A-133 are less in scope than would be necessary to render an opinion on internal 
control. 

Compliance with laws, regulations, contracts and grants that govern federal award 
programs is the responsibility of management. We will perform the tests of the City's 
compliance with certain specific provisions of laws, regulations, contracts and grants 
we determine to be necessary based on the OMB Circular A-133 Compliance 
Supplement (Compliance Supplement). The procedures outlined in the Compliance 
Supplement are those suggested by each federal agency and do not cover all areas 
of regulations governing each program. Program reviews by federal agencies may 
identify additional instances of noncompliance. 
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As required by OMS Circular A-133, we will prepare a written report to the Mayor 
and City Council which provides (1) our opinion on the schedule of expenditures of 
federal awards in relation to the financial statements taken as a whole, (2) provides 
our opinion on the City's compliance with laws, regulations, contracts and grant 
agreements that have a direct and material effect on a major federal award program 
and (3) communicates our consideration of internal control over major federal 
programs. 

In addition to the OMS Circular A-133 requirements to maintain internal control and 
comply with laws, regulations, contracts and grants that govern federal award 
programs as discussed above, OMS Circular A-133 also requires the City to prepare 
a: 

• Schedule of expenditures of federal awards, 
• Summary schedule of prior audit findings, 
• Corrective action plan, and 
• Data collection form (Part 1). 

While, we may be engaged to assist you in the preparation of these items, 
preparation is, and must remain, the responsibility of the City. 

Certain provisions of OMS Circular A-133 allow a granting agency to request that a 
specific program be selected as a major program provided that the Federal granting 
agency is willing to pay the incremental cost of such a selection. The City agrees to 
notify Garza/Gonzalez & Associates of any such request by a granting agency and 
to work with Garza/Gonzalez & Associates to modify the terms of this letter as 
necessary to accommodate such requests. 

State of Texas Single Audit Circular- State Grant Programs Single Audit 

We will perform auditing procedures with respect to the City's major state award 
programs in accordance with the provisions of the State of Texas Single Audit 
Circular which is a part of the Uniform Grant Management Standards (UGMS). 
UGMS includes specific audit requirements, mainly in the areas of internal control 
and compliance with laws, regulations, contracts and grants that exceed those 
required by Government Auditing Standards. 

As part of our audit procedures performed in accordance with the provisions of the 
UGMS, we will perform tests to evaluate the effectiveness of the design and 
operation of internal control that we consider relevant to preventing or detecting 
material noncompliance with laws, regulations, contracts and grants applicable to 
each of the City's major State programs. The tests of internal control performed in 
accordance with the UGMS are less in scope than would be necessary to render an 
opinion on internal control. 
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Compliance with laws, regulations, contracts and grants applicable to state award 
programs is the responsibility of management. We will perform the tests ofthe City's 
compliance with certain provisions of laws, regulations, contracts and grants we 
determine to be necessary based on the provisions of the UGMS and the state grant 
award programs selected for our test work. 

As required by the UGMS, we will prepare a written report which (1) provides our 
opinion on the schedule of expenditures of state awards in relation to the City's 
financial statements taken as a whole, (2) provides our opinion on compliance with 
laws, regulations, contracts and grants that could have a direct and material effect 
on a major state award program and (3) communicates our consideration of internal 
control over major state award programs. 

In addition to the UGMS requirements to maintain internal control and comply with 
provisions of laws, regulations, contracts and grants applicable to state programs as 
discussed above, the UGMS also requires the City to prepare a: 

• Schedule of expenditures of state awards, 
• Summary schedule of prior audit findings, and 
• Corrective action plan. 

While we may be engaged to assist you in the preparation of these items, 
preparation is the responsibility of the City. 

Certain provisions of the UGMS allow a granting agency to request that a specific 
program be selected as a major program provided that the granting agency is willing 
to pay the incremental audit cost arising from such selection. The City agrees to 
notify G/G&A of any such request by a granting agency and to work with G/G&A to 
modify the terms of this letter as necessary to accommodate such requests. 

Other Engagement Issues 

Our reports on internal control and on compliance with laws, regulations, contracts 
and grants will indicate that they are intended solely for the information and use of 
the Mayor and City Council, management of the City and federal awarding agencies 
and pass-through entities and are not intended and should not be used by anyone 
other than these specified parties. 
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The City agrees that all records, documentation, and information we request in 
connection with our audit will be made available to us, that all material information 
will be disclosed to us, and that we will have the full cooperation of the City's 
personnel. As required by generally accepted auditing standards, we will make 
specific inquiries of management about the representations embodied in the 
financial statements, the effectiveness of internal controls and the City's compliance 
with certain laws and regulations, and obtain a representation letter from 
management about these matters. 

The responses to our inquiries, the written representations, and the results of audit 
tests comprise the evidential matter we will rely upon in forming an opinion on the 
financial statements. Because of the importance of management's representations 
to the effective performance of our services, the City will release G/G&A and its 
personnel from any claims, liabilities, costs, and expenses relating to our services 
under this letter attributable to any misrepresentations in the representation letter 
referred to above. 

For your information, we have attached a copy of G/G&A's most recent Peer Review 
Report. 

It should be understood the workpapers for the engagement are the property of 
G/G&A and constitute confidential information. However, pursuant to Government 
Auditing Standards, we are required to make certain workpapers available to federal 
and state regulatory agencies upon request for their reviews of audit quality and use 
by their auditors. Access to the requested workpapers will be provided to the 
regulators under supervision of G/G&A personnel. Costs incurred to comply with 
any such requests to review our work papers will not be reimbursed by the City. To 
the extent such workpapers are used by the regulators for purposes other than 
reviews of audit quality and/or to the extent that regulators or grantors require 
additional procedures beyond the requirements of the Single Audit Act, costs 
incurred to comply with any such requests will be discussed with the City, prior to 
being incurred and billed to you. 

Our fees for audits are based on the amount of time required to perform the agreed 
scope of work, plus reimbursement for expenses (report reproduction, postage, 
computer charges, overhead charges, supplies, travel, etc.). This estimate is based 
on the assumption that workpapers requested by us will be prepared on a timely 
basis by your personnel. Should unexpected problems arise which will cause the 
time to materially exceed our estimate, we will discuss such matters with you and 
obtain your approval before incurring additional time. Based upon this, except for the 
fees in connection with the State of Texas Single Audit Circular, we estimate that the 
total fee for the above described services will be $235,000, including expenses, of 
which 54% ($126,900) will be paid to KPMG LLP, 39% ($91,650) will be paid to the 
firm of Garza/Gonzalez & Associates, and 7% ($16,450) will be paid to the firm of 
Robert J. Williams, CPA. We estimate that the total fees associated with the State 
of Texas Single Audit will be $28,000, including expenses, of which $8,285 will be 
paid to the firm of KPMG LLP, $18,640 will be paid to the firm of Garza/Gonzalez & 
Associates, and $1,075 will be paid to the firm of Robert J. Williams, CPA. 
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G/G&A will normally invoice you biweekly for services performed and expenses 
incurred since the last invoice. All invoices are due and payable upon presentation, 
but the payment date should not be beyond thirty days after the date of the invoice. 
Upon approval of this engagement, we will work with City personnel to establish 
specific timetables for our work, progress billings and payments, except for the 
additional granting agency's requirements noted above. 

* * * * * 

We would be pleased to discuss this letter with you at any time. For your 
convenience in confirming these arrangements, we enclose a copy of this letter. 
Please sign and return it to us. We are looking forward to working with you on this 
engagement. 

Sin:;! 
Gregory R. Garza, CPA 
Senior Partner 

GRG:myh 

ACCEPTED: ::ae:d 4~L 
Authorized Signature 

Title 

Date 
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We have reviewed the system of quality control for the accounting and auditing practice of Garza, Gonzalez & Associates, 
Certified Public Accountants, (the. firm) in effect for the year ended May 31, 2000, A system of quality control encompasses 
the finn's organizational structure and the policies adopted and procedures established to provide it with reasonable 
assurance of complying with professional standards. The elements of quality control are described in the Statements on 
Quality Control Standards issued by the American Institute of Certified Public Accountants (AICPA). The design of the 
system and compliance with it are the responsibility of the finn. Our responsibility is to express an opinion on the design of 
the system, and the finn's compliance with the system based on our review. 

Our review was conducted in accordance with standards established by the Peer Review Board of the AICP A. in 
perfonning our review, we obtained an understanding of the system of quality control for the finn's accounting and auditing 
practice. In addition, we tested compliance with the firm's quality control policies and procedures to the extent we 
considered appropriate. These tests covered the application of the firm's policies and procedures on selected 
engagements. Because our review was based on selective tests, it would not necessarily disclose all weaknesses in the 
system of quality control or all instances of lack of compliance with it. 

Because there are inherent limitations in the effectiveness of any system of quality control, departures from the system may 
occur and not be detected. Also, projection of any evaluation of a system of quality control to future periods is subject to 
the risk that the system of quality control may become inadequate because of changes in conditions, or because the degree 
of compliance with the policies or procedures may deteriorate. 

In our opinion, the system of quality control for the accounting and auditing practice of Garza, Gonzalez & Associates, 
Certified Public Accountants, in effect for the year ended May 31, 2000, has been designed to meet the requirements of the 
quality control standards for an accounting and auditing practice established by the AICPA and was complied with during 
the year then ended to provide the firm with reasonable assurance of complying with professional standards. 
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"Providing High-Quality Professional Service with Personal Care" 

February 12,2002 

Mr. Milo Nitschke 
Director of Finance 
City of San Antonio 
PO. Box 839966 
San AntOniO, Texas 78283-3966 

Dear Milo: 

Robert J. Williams 
Certified Public Accountant 

P.O. Box 34058 
San Antonio, TX 78265·4058 

(210) 366-8733 
Fax (210) 366-0198 

KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, CPA, (collectively "CPA 
Contractors") are being engaged in accordance with the Audit Services Contract dated November 20, 
1997, as amended by ordinance 92385 dated August 24,2000, to report upon our audit of the general 
purpose financial statements of City of San Antonio (the City) as of and for the year ended September 30, 
200 I, to report in accordance with OMB Circular A-133 and also to report in accordance with the 
provisions of the State of Texas Single Audit Circular. Furthermore, each CPA Contractor will execute an 
annual engagement letter with the City establishing the scope of the CPA Contractors' responsibility for 
each year's audit, the allocation of work to be performed as part of each audit by each CPA Contractor, 
and the portion of the total compensation for such audit that each CPA Contractor will be paid, consistent 
with the provisions contained in Article VII, subsections 7.1 through 7.4 of the Audit Services Contract. 
This is Robert J Williams CPA's (RJW) annual engagement letter to confirm our understanding of the 
engagement. 

Financial Statement Audit 

We will conduct our audit of the general purpose financial statements in accordance with auditing 
standards generally accepted in the United States of America and the standards for financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
The objective of an audit carried out in accordance with such standards is the expression of our opinion 
concerning whether the general purpose financial statements, taken as a whole, are presented fairly, in 
all material respects, in conformity with accounting principles generally accepted in the United States of 
America. In conducting the audit, we will perform tests of the accounting records and such other 
procedures, as we consider necessary in the circumstances to provide a reasonable basis for our opinion 
on the financial statements. We also will assess the accounting principles used and significant estimates 
made by management, as well as evaluate the overall financial statement presentation. 

Our report will be addressed to the Mayor and City Council of the City. We cannot provide assurance 
that an unqualified opinion will be rendered. Circumstances may arise in which it is necessary for us to 
modify our report or withdraw from the engagement. In such circumstances, our findings or reasons for 
withdrawal will be communicated to the Mayor and City Council. 

Office Location: One Castle Hills, 1100 N.W. Loop 410, Suite 700, San Antonio, TX 78213-2269 
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Should the City wish to include these financial statements in a document offering securities and request 
that we agree to include our report on these financial statements in the offering document, we would 
consider agreeing to the inclusion of our report at that time. 

The management of the City has responsibility for the general purpose financial statements and all 
representations contained therein. Management also has responsibility for the adoption of sound 
accounting policies and the implementation of record keeping and internal control to maintain the 
reliability of the general purpose financial statements and to provide reasonable assurance against the 
possibility of misstatements that are material to the general purpose financial statements. 
An audit is planned and performed to obtain reasonable assurance about whether the financial 
statements are free of material misstatement, whether caused by error or fraud. Absolute assurance is 
not attainable because of the nature of audit evidence and the characteristics of fraud. Therefore, there 
is a risk that material errors, fraud (including fraud that may be an illegal act), and other illegal acts may 
eXIst and not be detected by an audit performed in accordance with generally accepted auditing 
standards. Also, an audit is not designed to detect matters that are immaterial to the financial statements. 

To the extent that they come to our attention, we will inform management about any material errors and 
any instances of fraud or illegal acts. Further, to the extent that they come to our attention, we will 
inform the Mayor and City Council about fraud and illegal acts that involve senior management, fraud 
that in our judgment causes a material misstatement of the financial statements of the City, and illegal 
acts, unless clearly inconsequential, that have not otherwise been communicated to the Mayor and City 
Council. 

In planning and performing our audit, we will consider the City's internal control in order to determine 
our auditing procedures for the purpose of expressing an opinion on the general purpose financial 
statements and not to provide assurance on internal control. Our consideration of internal control 
performed as part of the general purpose financial statement audit contributes to the evidence 
supporting our opinion on the financial statements; however, it does not provide a basis for opining on 
internal control. The limited purposes of this consideration may not meet the needs of some users who 
require additional information about internal control. 

Management is responsible for compliance with laws, regulations, contracts and grants applicable to the 
City. As part of obtaining reasonable assurance about whether the financial statements are free of 
material misstatement, we will perform tests of the City's compliance with certain provisions of laws, 
regulations, contracts and grants. However, our objective is not to provide an opinion on overall 
compliance with such provisions. 

In accordance with Government Auditing Standards, will prepare a written report on our consideration 
of internal control and tests of compliance made as part of the general purpose financial statement audit. 
This report will include any reportable conditions that come to our attention. Reportable conditions 
involve matters coming to our attention relating to significant deficiencies in the design or operation of 
internal control that, in our judgment, could adversely affect the entity's ability to record, process, 
summarize, and report financial data consistent with the assertions of management m the general 
purpose financial statements. 

OMB Circular A-133 
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We will also perform auditing procedures on the City's major federal award programs in accordance 
with the provisions of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. OMB Circular A-133 includes specific audit requirements, mainly in the areas of 
internal control and compliance with laws and regulations, that exceed those required by Government 
Auditing Standards. 

As part of our audit procedures performed in accordance with the provisions of OMB Circular A-133, 
we will perform tests to evaluate the effectiveness of the design and operation of internal control that 
we consider relevant to preventing or detecting material noncompliance with laws and regulations 
applicable to each of the City's major programs. The tests of internal control performed in accordance 
with OMB Circular A-133 are less in scope than would be necessary to render an opinion on internal 
control. 

Compliance with laws, regulations, contracts and grants that govern federal award programs is the 
responsibility of management. We will perform the tests of the City's compliance with certain specific 
provisions of laws, regulations, contracts and grants we determine to be necessary based on the OMB 
Circular A-133 Compliance Supplement (Compliance Supplement). The procedures outlined in the 
Compliance Supplement are those suggested by each federal agency and do not cover all areas of 
regulations governing each program. Program reviews by federal agencies may identify additional 
instances of noncompliance. 

As required by OMB Circular A-133, we will prepare a written report to the Mayor and City Council 
which provides (I) our opinion on the schedule of expenditures of federal awards in relation to the 
financial statements taken as a whole, (2) provides our opinion on the City's compliance with laws, 
regulations, contracts and grant agreements that have a direct and material effect on a major federal 
award program and (3) communicates our consideration of internal control over major federal 
programs. 

In addition to the OMB Circular A-133 requirements to maintain internal control and comply with laws, 
regulations, contracts and grants that govern federal award programs as discussed above, OMB Circular 
A -133 also requires the City to prepare a: 

• Schedule of expenditures of federal awards, 

• Summary schedule of prior audit findings, 

• Corrective action plan, and 

• Data collection form (Part I). 

While, we may be engaged to assist you in the preparation of these items, preparation is, and must 
remain, the responsibility of the City. 

Certain provisions of OMB Circular A-133 allow a granting agency to request that a specific program 
be selected as a major program provided that the Federal granting agency is willing to pay the 
incremental cost of such a selection. The City agrees to notify RJW of any such request by a granting 
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agency and to work with RJW to modify the tern1S of this letter as necessary to accommodate such 
requests. 

State of Texas Single Audit Circular - State Grant Programs Single Audit 

We will perform audit procedures with respect to the City's major state award programs in accordance 
with the provisions of the State of Texas Single Audit Circular which is part of the Uniform Grant 
Management Standards (UGMS). The UGMS includes specific audit requirements, mainly in the areas 
of internal control and compliance with laws, regulations, contracts, and grants that exceed those 
required by Government Auditing Standards. 

As part of our audit procedures performed in accordance with the provisions of the UGMS, we will 
perform tests to evaluate the effectiveness of the design and operation of internal control that we 
consider relevant to preventing or detecting material noncompliance with laws, regulations, contracts 
and grants applicable to each of the City's major state award programs. The tests of internal control 
performed in accordance with the UGMS are less in scope than would be necessary to render an 
opinion on internal control. 

Compliance with laws, regulations, contracts and grants applicable to state award programs is the 
responsibility of management. We will perform tests of the City's compliance with certain provisions of 
laws, regulations, contracts and grants we determine to be necessary based on the provisions of the 
UGMS and the state grant award programs selected for our test work. 

As required by the UGMS, we will prepare a written report which (1) provides our opinion on the 
schedule of expenditures of state awards in relation to the City's financial statements taken as a whole, 
(2) provides our opinion on compliance with laws, regulations, contracts and grants that could have a 
direct and material effect on a major state award program and (3) communicates our consideration of 
internal control over major state award programs. 

In addition to the UGMS requirements to maintain internal control and comply with provisions of laws, 
regulations, contracts and grants applicable to state programs as discussed above, the UGMS also 
requires the City to prepare a: 

Schedule of expenditures of state awards, 

Summary schedule of prior audit findings, and 

Corrective action plan 

While we may be separately engaged to assist you in the preparation of these items, preparation is the 
responsibility of the City. 

Certain provisions of the UGMS allow a granting agency to request that a specific program be selected 
as a major program provided that the granting agency is willing to pay the incremental audit cost arising 
from such selection. The City agrees to notify RJW of any such request by a granting agency and to 
work with RJW to modify the terms of this letter as necessary to accommodate such requests. 

Other Engagement Issues 
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Our reports on internal control and on compliance with laws, regulations, contracts and grants will 
mdicate that they are intended solely for the information and use of the Mayor and City Council, 
management of the City and federal awarding agencies and pass-through entities and are not intended 
and should not be used by anyone other than these specified parties. 

The City agrees that all records, documentation, and information we request in connection with our 
audit will be made available to us, that all material information will be disclosed to us, and that we will 
have the full cooperation of the City's personnel. As required by generally accepted auditing standards, 
we will make specific inquiries of management about the representations embodied in the financial 
statements, the effectiveness of internal controls and the City's compliance with certain laws and 
regulations, and obtain a representation letter from management about these matters. 

The responses to our inquiries, the written representations, and the results of audit tests comprise the 
evidential matter we will rely upon in forming an opinion on the financial statements. Because of the 
importance of management's representations to the effective performance of our services, the City will 
release RJW and its personnel from any claims, liabilities, costs, and expenses relating to our services 
under this letter attributable to any misrepresentations in the representation letter referred to above. 

For your information, we have attached a copy ofRJW's most recent Peer Review Report. 

It should be understood the workpapers for the engagement are the property of RJW and constitute 
confidential information. However, pursuant to Government Auditing Standards, we are required to 
make certain work papers available to federal and state regulatory agencies upon request for their 
reviews of audit quality and use by their auditors. Access to the requested work papers will be provided 
to the regulators under supervision of RJW personnel. Costs incurred to comply with any such requests 
to review our work papers will not be reimbursed by the City. To the extent such workpapers are used 
by the regulators for purposes other than reviews of audit quality and/or to the extent that regulators or 
grantors require additional procedures beyond the requirements of the Single Audit Act, costs incurred 
to comply with any such requests will be discussed with the City, prior to being incurred and billed to 
you. 

Our fees for audits are based on the amount of time required to perform the agreed scope of work, plus 
reimbursement for expenses (report reproduction, postage, computer charges, overhead charges, 
supplies, travel, etc.). This estimate is based on the assumption that workpapers requested by us will be 
prepared on a timely basis by your personnel. Should unexpected problems arise which will cause the 
time to materially exceed our estimate, we will discuss such matters with you and obtain your approval 
before incurring additional time. Based upon this, except for the fees in connection with the State of 
Texas Single Audit Circular, we estimate that the total fee for the above described services will be 
$235,000, including expenses, of which 54% ($126,900) will be paid to KPMG LLP, 39% ($91,650) 
will be paid to the firm of Garza/Gonzalez & Associates, and 7% ($16,450) will be paid to the firm of 
Robert J. Williams, CPA. We estimate that the total fees associated with the State of Texas Single Audit 
Circular will be $28,000, including expenses, of which $8,285 will be paid to the firm of KPMG LLP, 
$18,640 will be paid to the firm of Garza/Gonzalez & Associates, and $1,075 will be paid to the firm of 
Robert J. Williams CPA. 
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RJW will normally invoice you biweekly for services performed and expenses incurred since the last 
invoice. All invoices are due and payable upon presentation, but the payment date should not be beyond 
thirty days after the date of the invoice. Upon approval of this engagement, we will work with City 
personnel to establish specific timetables for our work, progress billings and payments, except for the 
additional granting agency's requirements noted above. 

* * * * * 

We would be pleased to discuss this letter with you at any time. For your convenience in confirming 
these arrangements, we enclose a copy of this letter. Please sign and return it to us. We are looking 
forward to working with you on this engagement. 

Sincerely, 

Robert J Williams CPA 

Robert J Williams 
Principal 

Enclosure 

ACCEPTED 

City of San Antonio 

~~&:' 
Authorized Signature 

;-; /7 ~ ~f' LJ r/" r~ 
Title 

;2 - /...? ~ e::' ::z-
Date 



AKI~ OOIlEHTY KLEIN &: FEUGE 

November 15, 1999 

To the Owner r 

A PROFESSIONAL CORPORATION 

CERTIFIED PUBLIC ACCOUNTANTS 

HlilO 'iORTIi 'iEW BRAUNFELS. SUITE 101 

SA'i .\'iTO'iIO. TEXAS iR:!17 

TELEPHONE: :!IO 829·I:lOO 

FAX: :!1O R:!9·-tORO 

Peer Review Report 

Robert J. Williams, Certified P\lblic Accountant 

THOMAS A. AKIN 

DAVID J. DOHERTY 

HOWARD H. KLEIN. JR. 

JOSEPH V. FEUGE. II 

We have reviewed the system of quality control for the accounting and auditing practice of Robert J. 
Williams, Certified Public Accountant (the firm) in effect for the year ended November 30, 1998. A 
system of quality control encompasses the firm's organizational structure and the policies adopted and 
procedures established to provide it with reasonable assurance of complying with professional 
standards. The elements of quality control are described in the Statements on Quality Control 
Standards issued by the American Institute of Certified Public Accountants (AlCP A). The design of 
the system and compliance with it are the responsibility of the firm. Our responsibility is to express 
an opinion on the design of the system, and the firm's compliance with the system based on our 
reVIew. 

Our review was conducted in accordance with standards established by the Peer Review Board of the 
A1CP A. In performing our review, we obtained an understanding of the system of quality control 
for the firm's accounting and auditing practice. In addition, we tested compliance with the firm's 
quality control policies and procedures to the extent we considered appropriate. These tests covered 
the application of the firm's policies and procedures on selected engagements. Because our review 
was based on selective tests, it would not necessarily disclose all weaknesses in the system of quality 
control or all instances of lack of compliance with it. 

Because there are inherent limitations in the effectiveness of any system of quality control, departures 
from the system may occur and not be detected. Also, projection of any evaluation of a system of 
quality control to future periods is subject to the risk that the system of quality control may become 
inadequate because of changes in conditions, or because the degree of compliance with the policies 
or procedures may deteriorate. 

In our opinion, the system of quality control for the accounting and auditing practice of Robert J. 
Williams, Certified Public Accountant in effect for the year ended November 30, 1998, has been 
designed to meet the requirements of the quality control standards for an accounting and auditing 
practice established by the AlCP A and was complied with during the year then ended to provide the 
firm with reasonable assurance of complying with professional standards. 

At .. , !l~~ .t:-~ r-k , 
Akin, Dohert;,ein & Feuge, P.c.O 



Peer Review Program 
AmerIcan Institute of Certified Public Accountants 
Administered by the 

Texas Society of CPAs 

January 28, 2000 

Robert J. Williams, CPA 
Robert J. Williams 
1100 NW Loop 410 # 700 
San Antonio, TX 78213-2269 

". 

Dear Mr. Williams: 

FINAL ACCEPTANCE LETTER 

It is my pleasure to notify you that on January 24, 2000 the 
Texas Society of CPAs 1999-00 Peer Review Committee accepted the 
report on the. most recent peer' review of your firm. The due date 
for your next review is May 31 1 2002. This is the date by which 
all review documents should be completed and submitted to the 
administering entity. 

As you know, the reviewer's opinion was unmodified. The Committee 
asked me to convey its congratulations to the firm. 

Sincerely, 

Jerry L. Cross r CPA 
Director r 

Peer Review 

cc: Thomas Allen Akin, CPA 

Firm Number: 10108962 Review Number: 133546 

14860 Montfort Drive. Suite 150, Dallas, 1)( 75240-6718 • (972) 687--8500 • (800) 428-0272 • fax (972) 687-8575 

The:m Never LnJer~stln1ate The Value 



January 8, 2001 

111 Congress Avenue 

Suite 1100 

Austin, TX 78701 

Mr. Ben Gorzell, CPA 
Assistant Director of Finance 
City of San Antonio 
P.O. Box 839966 
San Antonio, Texas 78283-3966 

Dear Ben: 

Telephone 512 320 5200 

Fax 512 320 5100 

KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, CPA, (collectively "CPA 
Contractors") are being engaged in accordance with the Audit Services Contract dated November 20, 
1997, as amended by ordinance 92385 dated August 24, 2000, to report upon our audit of the general 
purpose financial statements of City of San Antonio (the City) as of and for the year ended September 30, 
2000, to report in accordance with OMB Circular A-133 and also to report in accordance with the 
provisions of the State of Texas Single Audit Circular. Furthermore, each CPA Contractor will execute 
an annual engagement letter with the City establishing the scope of the CPA Contractors' responsibility 
for each year's audit, the allocation of work to be performed as part of each audit by each CPA 
Contractor, and the portion of the total compensation for such audit that each CPA Contractor will be 
paid, consistent with the provisions contained in Article VII, subsections 7.1 through 7.4 of the Audit 
Services Contract. This is KPMG's annual engagement letter to confirm our understanding of the 
engagement. 

Financial Statement Audit 

We will conduct our audit of the general purpose financial statements in accordance with auditing 
standards generally accepted in the United States of America and the standards for financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
The objective of an audit carried out in accordance with such standards is the expression of our opinion 
concerning whether the general purpose financial statements, taken as a whole, are presented fairly, in 
all material respects, in conformity with accounting principles generally accepted in the United States 
of America. In conducting the audit, we will perform tests of the accounting records and such other 
procedures as we consider necessary in the circumstances to provide a reasonable basis for our opinion 
on the financial statements. We also will assess the accounting principles used and significant estimates 
made by management, as well as evaluate the overall financial statement presentation. 

Our report will be addressed to the Mayor and City Council of the City. We can not provide assurance 
that an unqualified opinion will be rendered. Circumstances may arise in which it is necessary for us to 
modify our report or withdraw from the engagement. In such circumstances, our findings or reasons for 
withdrawal will be communicated to the Mayor and City Council. 

Should the City wish to include these financial statements in a document offering securities and request 
that we agree to include our report on these financial statements in the offering document, we would 
consider agreeing to the inclusion of our report at that time. 

The management of the City has responsibility for the general purpose financial statements and all 
representations contained therein. Management also has responsibility for the adoption of sound 
accounting policies and the implementation of record keeping and internal control to maintain the 
reliability of the general purpose financial statements and to provide reasonable assurance against the 
possibility of misstatements that are material to the general purpose financial statements . 

•• 
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An audit is planned and performed to obtain reasonable assurance about whether the financial 
statements are free of material misstatement, whether caused by error or fraud. Absolute assurance is 
not attainable because of the nature of audit evidence and the characteristics of fraud. Therefore, there 
is a risk that material errors, fraud (including fraud that may be an illegal act), and other illegal acts 
may exist and not be detected by an audit performed in accordance with generally accepted auditing 
standards. Also, an audit is not designed to detect matters that are immaterial to the financial 
statements. 

To the extent that they come to our attention, we will inform management about any material errors and 
any instances of fraud or illegal acts. Further, to the extent that they come to our attention, we will 
inform the Mayor and City Council about fraud and illegal acts that involve senior management, fraud 
that in our judgment causes a material misstatement of the financial statements of the City, and illegal 
acts, unless clearly inconsequential, that have not otherwise been communicated to the Mayor and City 
CounciL 

In planning and performing our audit, we will consider the City's internal control in order to determine 
our auditing procedures for the purpose of expressing an opinion on the general purpose financial 
statements and not to provide assurance on internal control. Our consideration of internal control 
performed as part of the general purpose financial statement audit contributes to the evidence 
supporting our opinion on the financial statements; however, it does not provide a basis for opining on 
internal control. The limited purposes of this consideration may not meet the needs of some users who 
require additional information about internal control. 

Management is responsible for compliance with laws, regulations, contracts and grants applicable to 
the City. As part of obtaining reasonable assurance about whether the financial statements are free of 
material misstatement, we will perform tests of the City'S compliance with certain provisions of laws, 
regulations, contracts and grants. However, our objective is not to provide an opinion on overall 
compliance with such provisions. 

In accordance with Government Auditing Standards, will prepare a written report on our consideration 
of internal control and tests of compliance made as part of the general purpose financial statement 
audit. This report will include any reportable conditions that come to our attention. Reportable 
conditions involve matters coming to our attention relating to significant deficiencies in the design or 
operation of internal control that, in our judgment, could adversely affect the entity's ability to record, 
process, summarize, and report financial data consistent with the assertions of management in the 
general purpose financial statements. 

OMB Circular A-133 

We will also perform auditing procedures on the City'S major federal award programs in accordance 
with the provisions of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. OMB Circular A-133 includes specific audit requirements, mainly in the areas of 
internal control and compliance with laws and regulations, that exceed those required by Government 
Auditing Standards. 
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As part of our audit procedures performed in accordance with the provisions of OMB Circular A-133, 
we will perform tests to evaluate the effectiveness of the design and operation of internal control that 
we consider relevant to preventing or detecting material noncompliance with laws and regulations 
applicable to each of the City's major programs. The tests of internal control performed in accordance 
with OMB Circular A-I33 are less in scope than would be necessary to render an opinion on internal 
control. 

Compliance with laws, regulations, contracts and grants that govern federal award programs is the 
responsibility of management. We will perform the tests of the City's compliance with certain specific 
provisions of laws, regulations, contracts and grants we determine to be necessary based on the OMB 
Circular A-133 Compliance Supplement (Compliance Supplement). The procedures outlined in the 
Compliance Supplement are those suggested by each federal agency and do not cover all areas of 
regulations governing each program. Program reviews by federal agencies may identify additional 
instances of noncompliance. 

As required by OMB Circular A-133, we will prepare a written report to the Mayor and City Council 
which provides (1) our opinion on the schedule of expenditures of federal awards in relation to the 
financial statements taken as a whole, (2) provides our opinion on the City's compliance with laws, 
regulations, contracts and grant agreements that have a direct and material effect on a major federal 
award program and (3) communicates our consideration of internal control over major federal 
programs. 

In addition to the OMB Circular A-133 requirements to maintain internal control and comply with 
laws, regulations, contracts and grants that govern federal award programs as discussed above, OMB 
Circular A-133 also requires the City to prepare a: 

• Schedule of expenditures of federal awards, 

• Summary schedule of prior audit findings, 

• Corrective action plan, and 

• Data collection form (Part D. 

While, we may be engaged to assist you in the preparation of these items, preparation is, and must 
remain, the responsibility of the City. 

Certain provisions of OMB Circular A-133 allow a granting agency to request that a specific program 
be selected as a major program provided that the Federal granting agency is willing to pay the 
incremental cost of such a selection. The City agrees to notify KPMG LLP of any such request by a 
granting agency and to work with KPMG LLP to modify the terms of this letter as necessary to 
accommodate such requests. . 
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State of Texas Single Audit Circular - State Grant Programs Single Audit 

We will perform audit procedures with respect to the City's major state award programs in accordance 
with the provisions of the State of Texas Single Audit Circular which is part of the Uniform Grant 
Management Standards (UGMS). The UGMS includes specific audit requirements, mainly in the areas 
of internal control and compliance with laws, regulations, contracts, and grants that exceed those 
required by Government Auditing Standards. 

As part of our audit procedures performed in accordance with the provisions of the UGMS, we will 
perform tests to evaluate the effectiveness of the design and operation of internal control that we 
consider relevant to preventing or detecting material noncompliance with laws, regulations, contracts 
and grants applicable to each of the City's major state award programs. The tests of internal control 
performed in accordance with the UGMS are less in scope than would be necessary to render an 
opinion on internal control. 

Compliance with laws, regulations, contracts and grants applicable to state award programs is the 
responsibility of management. We will perform tests of the City'S compliance with certain provisions 
of laws, regulations, contracts and grants we determine to be necessary based on the provisions of the 
UGMS and the state grant award programs selected for our test work. 

As required by the UGMS, we will prepare a written report which (1) provides our opinion on the 
schedule of expenditures of state awards in relation to the City's financial statements taken as a whole, 
(2) provides our opinion on compliance with laws, regulations, contracts and grants that could have a 
direct and material effect on a major state award program and (3) communicates our consideration of 
internal control over major state award programs. 

In addition to the UGMS requirements to maintain internal control and comply with provisions of laws, 
regulations, contracts and grants applicable to state programs as discussed above, the UGMS also 
requires the City to prepare a: 

• Schedule of expenditures of state awards, 

• Summary schedule of prior audit findings, and 
• Corrective action plan 

While we may be separately engaged to assist you in the preparation of these items, preparation is the 
responsibility of the City. 

Certain provisions of the UGMS allow a granting agency to request that a specific program be selected 
as a major program provided that the granting agency is willing to pay the incremental audit cost 
arising from such selection. The City agrees to notify KPMG LLP ("KPMG") of any such request by a 
granting agency and to work with KPMG to modify the terms of this letter as necessary to 
accommodate such requests. 
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Other Engagement Issues 

Our reports on internal control and on compliance with laws, regulations, contracts and grants will 
indicate that they are intended solely for the information and use of the Mayor and City Council, 
management of the City and federal awarding agencies and pass-through entities and are not intended 
and should not be used by anyone other than these specified parties. 

The City agrees that all records, documentation, and information we request in connection with our 
audit will be made available to us, that all material information will be disclosed to us, and that we will 
have the full cooperation of the City's personnel. As required by generally accepted auditing standards, 
we will make specific inquiries of management about the representations embodied in the financial 
statements, the effectiveness of internal controls and the City's compliance with certain laws and 
regulations, and obtain a representation letter from management about these matters. 

The responses to our inquiries, the written representations, and the results of audit tests comprise the 
evidential matter we will rely upon in forming an opinion on the financial statements. Because of the 
importance of management's representations to the effective performance of our services, the City will 
release KPMG and its personnel from any claims, liabilities, costs, and expenses relating to our 
services under this letter attributable to any misrepresentations in the representation letter referred to 
above. 

For your information, we have attached a copy of KPMG's most recent Peer Review Report. 

It should be understood the workpapers for the engagement are the property of KPMG and constitute 
confidential information. However, pursuant to Government Auditing Standards, we are required to 
make certain work papers available to federal and state regulatory agencies upon request for their 
reviews of audit quality and use by their auditors. Access to the requested work papers will be provided 
to the regulators under supervision of KPMG personnel. Costs incurred to comply with any such 
requests to review our work papers will not be reimbursed by the City. To the extent such workpapers 
are used by the regulators for purposes other than reviews of audit quality and/or to the extent that 
regulators or grantors require additional procedures beyond the requirements of the Single Audit Act, 
costs incurred to comply with any such requests will be discussed with the City, prior to being incurred 
and billed to you. 

Our fees for audits are based on the amount of time required to perform the agreed scope of work, plus 
reimbursement for expenses (report reproduction, postage, computer charges, overhead charges, 
supplies, travel, etc.). This estimate is based on the assumption that workpapers requested by us will be 
prepared on a timely basis by your personnel. Should unexpected problems arise which will cause the 
time to materially exceed our estimate, we will discuss such matters with you and obtain your approval 
before incurring additional time. Based upon this, except for the fees in connection with the State of 
Texas Single Audit Circular, we estimate that the total fee for the above described services will be 
$225,000, including expenses, of which 54% ($121,500) will be paid to KPMG LLP, 39% ($87,750) 
will be paid to the firm of Garza/Gonzalez & Associates, and 7% ($15,750) will be paid to the firm of 
Robert J. Williams, CPA. We estimate that the total fees associated with the State of Texas Single 
Audit Circular will be $27,000, including expenses, of which $7,975 will be paid to the firm of KPMG 
LLP, $17,975 will be paid to the firm of Garza/Gonzalez & Associates, and $1,050 will be paid to the 
firm of Robert J. Williams, CPA. 
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KPMG will normally invoice you biweekly for services performed and expenses incurred since the last 
invoice. All invoices are due and payable upon presentation, but the payment date should not be beyond 
thirty days after the date of the invoice. Upon approval of this engagement, we will work with City 
personnel to establish specific timetables for our work, progress billings and payments, except for the 
additional granting agency's requirements noted above. 

* * * * * 

We would be pleased to discuss this letter with you at any time. For your convenience in confirming 
these arrangements, we enclose a copy of this letter. Please sign and return it to us. We are looking 
forward to working with you on this engagement. 

Sincerely, 

KPMGLLP 

Michael W. O'Brien 
Partner 

MWO:rd 
Enclosure 

ACCEPTED 

City of San Antonio 
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GARZA/GONZALEZ 
& associates 

CERTIFIED PUBLIC ACCOUNTANTS 

February 1, 2001 

Mr. Ben Gorzell 
Assistant Director of Finance 
City of San Antonio 
P.O. Box 839966 
San Antonio, Texas 78283-3966 

Dear Mr. Gorzell: 

KPMG LLP, Garza/Gonzalez & Associates (GIG &A) , and Robert J. 'Williams, 
CPA. (collectively "CPA Contractors") are being engaged in accordance with the 
Audit Services Contract dated November 20, 1997 and Renewal and Extension 
dated August 24, 2000 to report upon our audit of the general purpose financial 
statements of City of San Antonio (the City) as of and for the year ended 
September 30, 2000 and to also report in accordance with OMB Circular A-133 
and the State of Texas Single Audit Circular. Furthermore, each CPA 
Contractor will execute an annual engagement letter with the City establishing 
the scope of the CPA Contractors' responsibility for each year's audit, the 
allocation of work to be performed as part of each audit by each CPA 
Contractor, and the, portion of the total compensation for such audit that each 
CPA Contractor will be paid, consistent with the provisions contained in Article 
III, subsections 7.1 through 7.3 of the Renewal and Extension. This is G/G&A's 
annual engagement letter to confirm our understanding of the engagement. 

Financial Statement Audit 

We will conduct our audit of the general purpose financial statements in 
accordance with generally accepted auditing standards and the standards for 
financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. The objective of an audit carried out 
in accordance with such standards is the expression of our opinion concerning 
whether the general purpose financial statements, taken as a whole, are 
presented fairly, in all material respects, in conformity with generally accepted 
accounting principles. In conducting the audit, we will perform tests of the 
accounting records and such other procedures as we consider necessary in the 
circumstances to provide a reasonable basis for our opinion on the financial 
statements. We also will assess the accounting principles used and significant 
estimates made by management, as well as evaluate the overall financial 
statement presentation. 

Our report will be addressed to the Mayor and City Council of the City. We can 
not provide assurance that an unqualified opinion will be rendered. 
Circumstances may arise in which it is necessary for us to modify our report or, 
withdraw from the engagement. In such circumstances, our findings or reasons 
for withdrawal will be communicated to the Mayor and City Council. 
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Should the City wish to include these financial statements in a document 
offering securities and request that we agree to include our report on these 
financial statements in the offering document, we would consider agreeing to 
the inclusion of our report at that time. 

The management of the City has responsibility for the general purpose financial 
statements and all representations contained therein. Management also has 
responsibility for the adoption of sound accounting policies and the 
implementation of record keeping and internal control to maintain the reliability 
of the general purpose financial statements and to provide reasonable, 
assurance against the possibility of misstatements that are material to the 
general purpose financial statements. 

An audit is planned and performed to obtain reasonable assurance about 
whether the financial statements are free of material misstatement, whether 
caused by error or fraud. Absolute assurance is not attainable because of the 
nature of audit evidence and the characteristics of fraud. Therefore, there is a 
risk that material errors, fraud (including fraud that may be an illegal act), and 
other illegal acts may exist and not be detected by an audit performed in 
accordance with generally accepted auditing standards. Also, an audit is not 
designed to detect matters that are immaterial to the financial statements. 

To the extent that they come to our attention, we will inform management about 
any material errors and any instances of fraud or illegal acts. Further, to the 
extent that they come to our attention, we will inform the Mayor and City Council 
about fraud and illegal acts that involve senior management, fraud that in our 
judgement causes a material misstatement of the financial statements of the 
City, and illegal acts, unless clearly inconsequential, that have not otherwise 
been communicated to the Mayor and City Council. 

In planning and performing our audit, we will consider the City's internal control 
in order to determine our auditing procedures for the purpose of expressing an 
opinion on the general purpose financial statements and not to provide 
assurance on internal control. Our consideration of internal control performed 
as part of the general purpose financial statement audit contributes to the 
evidence supporting our opinion on the financial statements; however, it does 
not provide a basis for opining on internal control. The limited purposes of this 
consideration may not meet the needs of some users who require additional 
information about internal control, 
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Management is responsible for compliance with laws, regulations, contracts and 
grants applicable to the City. As part of obtaining reasonable assurance about 
whether the financial statements are free of material misstatement, we will 
perform tests of the City's compliance with certain provisions of laws, 
regulations, contracts and grants. However, our objective is not to provide an 
opinion on overall compliance with such provisions. 

In accordance with Government Auditing Standards, will prepare a written report 
on our consideration of internal control and tests of compliance made as part of 
the general purpose financial statement audit. This report will include any 
reportable conditions that come to our attention. Reportable conditions involve 
matters coming to our attention relating to significant deficiencies in the design 
or operation of internal control that, in our judgment, could adversely affect the 
entity's ability to record, process, summarize, and report financial data 
consistent with the assertions of management in the general purpose financial 
statements. 

OMS Circular A-133 

We, will also perform auditing procedures on the City's major federal award 
programs in accordance with the provisions of OMS Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. OMS Circular A-133 
includes specific audit requirements, mainly in the areas of internal control and 
compliance with laws and regulations, that exceed those required by 
Government Auditing Standards. 

As part of our audit procedures performed in accordance with the provisions of 
OMS Circular A 133, we will perform tests to evaluate the effectiveness of the 
design and operation of internal control that we consider relevant to preventing 
or detecting material noncompiiance with laws and regulations applicable to 
each of the City's major programs. The tests of internal control performed in 
accordance with OM B Circular A-133 are less in scope than would be necessary 
to render an opinion on internal control. 

Compliance with laws, regulations, contracts and grants that govern federal 
award programs is the responsibility of management. We will perform the tests 
of the City's compliance with certain specific provisions of laws, regulations, 
contracts and grants we determine to be necessary based on the OMS Circular 
A-133 Compliance Supplement (Compliance Supplement). The procedures 
outlined in the Compliance Supplement are those suggested by each federal 
agency and do not cover all areas of regulations governing each program. 
Program reviews by federal agencies may identify additional instances of 
noncompliance. 
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As required by OMS Circular A-133, we will prepare a written report to the 
Mayor and City Council which provides (1) our opinion on the schedule of 
expenditures of federal awards in relation to the financial statements taken as 
a whole, (2) provides our opinion on the City's compliance with laws, 
regulations, contracts and grant agreements that have a direct and material 
effect on a major federal award program and (3) communicates our 
consideration of internal control over major federal programs. 

In addition to the OMS Circular A-133 requirements to maintain internal control 
and comply with laws, regulations, contracts and grants that govern federal 
award programs as discussed above, OMS Circular A-133 also requires the City 
to prepare a: 

• Schedule of expenditures of federal awards, 
• Summary schedule of prior audit findings, 
• Corrective action plan, and 
• Data collection form (Part 1). 

While, we may be engaged to assist you in the preparation of these items, 
preparation is, and must remain, the responsibility of the City. 

Certain provisions of OMB Circular A-133 allow a granting agency to request 
that a specific program be selected as a major program provided that the 
Federal granting agency is willing to pay the incremental cost of such a 
selection. The City agrees to notify Garza/Gonzalez & Associates of any such 
request by a granting agency and to work with Garza/Gonzalez & Associates 
to modify the terms of this letter as necessary to accommodate such requests, 

State of Texas Single Audit Circular 

We will also perform auditing procedures on the City's major state award 
programs in accordance with the provisions of the State of Texas Single Audit 
Circular which is a part of the Uniform Grant Management Standards. The 
State of Texas Single Audit Circular includes specific audit requirements, mainly 
in the areas of internal control and compliance with laws and regulations, that 
exceed those required by Government Auditing Standards. 

As part of our audit procedures performed in accordance with the provisions of 
the State of Texas Single Audit Circular, we will perform tests to evaluate the 
effectiveness of the design and operation of internal control that we consider 
relevant to preventing or detecting material noncompliance with laws and 
regulations applicable to each of the City's major State programs. The tests of 
internal control performed in accordance with the State of Texas Single Audit 
Circular are less in scope than would be necessary to render an opinion on 
internal control. 
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Compliance with laws, regulations, contracts and grants that govern state award 
programs is the responsibility of management. We will perform the tests of the 
City's compliance with certain specific provisions of laws, regulations, contracts 
and grants we determine to be necessary based on the State of Texas Single 
Audit Circular and the state grant programs selected for our test work. 

As required by the State of Texas Single Audit Circular, we will prepare a written 
report to the Mayor and City Council which provides (1) our opinion on the 
schedule of expenditures of state awards in relation to the financial statements 
taken as a whole, (2) provides our opinion on the City's compliance with laws, 
regulations, contracts and grant agreements that have a direct and material 
effect on a major state award program and (3) communicates our consideration 
of internal control over major state award programs. 

In addition to the State of Texas Single Audit Circular requirements to maintain 
internal control and comply with laws, regulations, contracts and grants that 
govern state award programs as discussed above, the State of Texas Single 
Audit Circular also requires the City to prepare a: 

• Schedule of expenditures of state awards, 
• Summary schedule of prior audit findings, and 
• Corrective Action Plan. 

While we may be engaged to assist you in the preparation of these items, 
preparation is, and must remain, the responsibility of the City. 

Certain provisions of the State of Texas Single Audit Circular allow a granting 
agency to request that a specific program be selected as a major program 
provided that the granting agency is willing to pay the incremental audit cost 
arising from such selection. The City agrees to notify G/G&A of any such 
request by a granting agency and to work with G/G&A to modify the terms of 
this letter as necessary to accommodate such requests. 

Other Engagement Issues 

Our reports on internal control and on compliance with laws, regulations, 
contracts arid grants will indicate that they are intended solely for the 
information and use of the Mayor and City Council, management of the City and 
federal awarding agencies and pass-through entities and are not intended and 
should not be used by anyone other than these specified parties. 



Mr. Ben Gorzell 
Assistant Director of Finance 
February 1, 2001 
Page 6 

The City agrees that all records, documentation, and information we request in 
connection with our audit will be made available to us, that all material 
information will be disclosed to us., and that we will have the full cooperation of 
the City's personnel. As required by generally accepted auditing standards, we 
will make specific inquiries of management about the representations embodied 
in the financial statements, the effectiveness of internal controls and the, City's 
compliance with certain laws and regulations, and obtain a representation letter 
from management about these matters. 

The responses to our inquiries, the written representations, and the results of 
audit tests comprise the evidential matter we will rely upon in forming an opinion 
on the financial statements. Because of the importance of management's 
representations to the effective performance of our services, the City will release 
G/G&A and its personnel from any claims, liabilities, costs, and expenses 
relating to our services under this letter attributable to any misrepresentations 
in the representation letter referred to above. 

For your information, we have attached a copy of G/G&A's most recent Peer 
Review Report. 

It should be understood the workpapers for the engagement are the property of 
G/G&A and constitute confidential information. However, pursuant to 
Government Auditing Standards, we are required to make certain workpapers 
available to federal and state regulatory agencies upon request for their reviews 
of audit quality and use by their auditors. Access to the requested workpapers 
will be provided to the regulators under supervision of G/G&A personnel. Costs 
incurred to comply with any such requests to review our work papers will not be 
reimbursed by the City. To the extent such workpapers are used by the 
regulators for purposes other than reviews of audit quality and/or to the extent 
that regulators or grantors require additional procedures beyond the 
requirements of the Single Audit Act, costs incurred to comply with any such 
requests will be discussed with the City, prior to being incurred and billed to you. 

Our fees for audits are based on the amount of time required to perform the 
agreed scope of work, plus reimbursement for expenses (report reproduction, 
postage, computer charges, overhead charges, supplies, travel, etc.). This 
estimate is based on the assumption that workpapers requested by us will be 
prepared on a timely basis by your personnel. Should unexpected problems 
arise which will cause the time to materially exceed our estimate, we will discuss 
such matters with you and obtain your approval before incurring additional time. 
Based upon this, except for the additional compliance requirements noted 
above, we estimate that the total fee for the above described services will be 

$252,000, including expenses, of which $129,475 will be paid to KPMG LLP, 
$105,725 will be paid to the firm of Garza/Gonzalez & Associates, and $16,800 
will be paid to the firm of Robert J. Williams, CPA. 
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G/G&A will normally invoice you biweekly for services performed and expenses 
incurred since the last invoice. All invoices are due and payable upon 
presentation, but the payment date should not be beyond thirty days after the 
date of the invoice. Upon approval of this engagement, we will work with City 
personnel to establish specific timetables for our work, progress billings and 
payments, except for the additional granting agency's requirements noted 
above. 

* * * * * 

We would be pleased to discuss this letter with you at any time. For your 
convenience in confirming these arrangements, we enclose a copy of this letter. 
Please sign and return it to us. We are looking forward to working with you on 
this engagement. 

Sincerely, 

~ 
Gregory R. Garza, CPA 
Senior Partner 

GRG:myh 

ACCEPTED: 

/7M~2X~27 
Authorized Signature 

Title J 

Dat~ ; 



"Providing High-Quality Professional Service with Personal Care" 

January 4,2001 

Mr. Ben Gorzell, CPA 
Assistant Director of Finance 
City of San Antonio 
P.O. Box 839966 
San Antonio, Texas 78283-3966 

Dear Ben: 

Robert J. Williams 
Certified Public Accountant 

P.O. Box 34058 
San Antonio, TX 78265-4058 

(210) 366-8733 
Fax (210) 366-0198 

KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams CPA (collectively "CPA 
Contractors") are being engaged in accordance with the Audit Services Contract dated November 
20, 1997, as amended by ordinance 92385 dated August 24,2000, to report upon our audit of the 
general purpose financial statements of City of San Antonio (the City) as of and for the year 
ended September 30, 2000, to report in accordance with OMB Circular A-133, and to also report 
in accordance with the provisions of the State of Texas Single Audit Circular. Furthermore, each 
CP A Contractor will execute an annual engagement letter with the City establishing the scope of 
the CPA Contractors' responsibility for each year's audit, the allocation of work to be performed 
as part of the audit by each CPA Contractor and the portion of the total compensation for such 
audit that each CPA Contractor will be paid, consistent with the provisions contained in Article 
VII, subsections 7.1 through 7.4 of the Audit Services Contract. This is Robert J. Williams 
CPA's (RJW) annual engagement letter to confirm our understanding of the engagement. 

Financial Statement Audit 

We will conduct our audit of the general purpose financial statements in accordance with 
generally accepted auditing standards and the standards for financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. The 
objective of an audit carried out in accordance with such standards is the expression of our 
opinion concerning whether the general purpose financial statements, taken as a whole, are 
presented fairly, in all material respects, in conformity with generally accepted accounting 
principles. In conducting the audit, we will perform tests of the accounting records and such 
other procedures as we consider necessary in the circumstances to provide a reasonable basis for 
our opinion on the financial statements. We also will assess the accounting principles used and 
significant estimates made by management, as well as evaluate the overall financial statement 
presentation. 

Our report will be addressed to the Mayor and City Council of the City. We can not provide 
assurance that an unqualified opinion will be rendered. Circumstances may arise in which it is 
necessary for us to modify our report or withdraw from the engagement. In such circumstances, 
our findings or reasons for withdrawal will be communicated to the Mayor and City Council. 

Office Location: One Castle Hills, 1100 N.W. Loop 410, Suite 700, San Antonio, TX 78213-2269 
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Should the City wish to include these financial statements in a document offering securities and 
request that we agree to include our report on these financial statements in the offering document, 
we would consider agreeing to the inclusion of our report at that time. 

The management of the City has responsibility for the general purpose financial statements and 
all representations contained therein. Management also has responsibility for the adoption of 
sound accounting policies and the implementation of record keeping and internal control to 
maintain the reliability of the general purpose financial statements and to provide reasonable 
assurance against the possibility of misstatements that are material to the general purpose 
financial statements. 

An audit is planned and performed to obtain reasonable assurance about whether the financial 
statements are free of material misstatement, whether caused by error or fraud. Absolute 
assurance is not attainable because of the nature of audit evidence and the characteristics of fraud. 
Therefore, there is a risk that material errors, fraud (including fraud that may be an illegal act), 
and other illegal acts may exist and not be detected by an audit performed in accordance with 
generally accepted auditing standards. Also, an audit is not designed to detect matters that are 
immaterial to the financial statements. 

To the extent that they come to our attention, we will inform management about any material 
errors and any instances of fraud or illegal acts. Further, to the extent that they come to our 
attention, we will inform the Mayor and City Council about fraud and illegal acts that involve 
senior management, fraud that in our judgment causes a material misstatement of the financial 
statements of the City, and illegal acts, unless clearly inconsequential, that have not otherwise 
been communicated to the Mayor and City Council. 

In planning and performing our audit, we will consider the City's internal control in order to 
determine our auditing procedures for the purpose of expressing an opinion on the general 
purpose financial statements and not to provide assurance on internal control. Our consideration 
of internal control performed as part of the general purpose financial statement audit contributes 
to the evidence supporting our opinion on the financial statements; however, it does not provide a 
basis for opining on internal control. The limited purposes of this consideration may not meet the 
needs of some users who require additional information about internal control. 

Management is responsible for compliance with laws, regulations, contracts and grants applicable 
to the City. As part of obtaining reasonable assurance about whether the financial statements are 
free of material misstatements, we will perform tests of the City's compliance with certain 
provisions of laws, regulations, contracts and grants. However, our objective is not to provide an 
opinion on overall compliance with such provisions. 

[n accordance with Government Auditing Standards, we will prepare a written report on our 
consideration of internal control tests of compliance made as part of the general purpose financial 
statement audit. This report will include any reportable conditions that come to our attention. 
Reportable conditions involve matters coming to our attention relating to significant deficiencies 
in the design or operation of internal control that, in our judgment, could adversely affect the 
entity's ability to record, process, summarize, and report financial data consistent with the 
assertions of management in the general purpose financial statements. 
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OMB Circular A-l33 

We will also perform auditing procedures on the City's major federal award programs in 
accordance with the provisions of OMB Circular A-l33, Audits of States, Local Governments, 
and Non-Profit Organizations. OMB Circular A-133 includes specific audit requirements, 
mainly in the areas of internal control and compliance with laws and regulations that exceed those 
reqUIred by Government Auditing Standards. 

As part of our audit procedures performed in accordance with the provisions of OMB Circular A-
133, we will perform tests to evaluate the effectiveness of the design and operation of internal 
control that we consider relevant to preventing or detecting material noncompliance with the laws 
and regulations applicable to each of the City's major programs. The tests of internal control 
performed in accordance with OMB Circular A-l33 are less in scope than would be necessary to 
render an opinion on internal control. 

Compliance with laws, regulations, contracts and grants that govern federal award programs is 
the responsibility of management. We will perform the tests of the City's compliance with 
certain specific provisions of laws, regulations, contracts and grants we determined to be 
necessary based on the OMB Circular A-l33 Compliance Supplement (Compliance Supplement). 
The procedures outlined in the Compliance Supplement are those suggested by each federal 
agency and do not cover all areas of regulations governing each program. Program reviews by 
federal agencies may identify additional instances of noncompliance. 

As required by OMB Circular A-133, we will prepare a written report to the Mayor and City 
Council which (l) provides our opinion on the schedule of expenditures of federal awards in 
relation to the financial statements taken as a whole, (2) provides our opinion on the City's 
compliance with laws, regulations, contracts and grant agreements that have a direct and material 
effect on a major federal award program and (3) communicates our consideration of internal 
control over major federal programs. 

In addition to the OMB Circular A-l33 requirements to maintain internal control and comply 
with laws, regulations, contracts and grants that govern federal award program as discussed 
above, OMB Circular A-133 also requires the City to prepare a: 

• Schedule of expenditures of federal awards, 
• Summary schedule of prior audit findings, 
• Corrective action plan, and 
• Data collection form (Part I). 

While, we may be engaged to assist you in the preparation of these items, preparation is, and must 
remain, the responsibility of the City. 

Certain provisions of OMB Circular A-133 allow a granting agency to request that a specific 
program be selected as a major program provided that the Federal granting agency is willing to 
pay the incremental cost of such a selection. The City agrees to notify RJW of any such request 
by a granting agency and to work with RJW to modify the terms of this letter as necessary to 
accommodate such requests. 
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State of Texas Single Audit Circular - State Grant Programs Single Audit 

We will perfonn audit procedures with respect to the City's major state award programs in 
accordance with the provisions of the State of Texas Single Audit Circular, which is part of the 
Uniform Grant Management Standards (UGMS). The UGMS includes specific audit 
requirements, mainly in the areas of internal control and compliance with laws, regulations, 
contracts, and grants that exceed those required by Government Auditing Standards. 

As part of our audit procedures perfonned in accordance with the provisions of the UGMS, we 
will perfonn tests to evaluate the effectiveness of the design and operation of internal control that 
we consider relevant to preventing or detecting material noncompliance with laws, regulations, 
contracts and grants applicable to each of the City's major state award programs. The tests of 
mternal control perfonned in accordance with UGMS are less in scope than would be necessary 
to render an opinion on internal control. 

Compliance with laws, regulations, contracts and grants applicable to state award programs is the 
responsibility of management. We will perfonn tests of the City's compliance with certain 
provisions of laws, regulations, contracts and grants we detennine to be necessary based on the 
provisions of the UGMS and the state grant award programs selected for our test work. 

As required by the UGMS, we will prepare a written report which (1) provides our opinion on the 
schedule of expenditures of state awards in relation to the City's financial statements taken as a 
whole, (2) provides our opinion on compliance with laws, regulations, contracts and grants that 
could have a direct and material effect on a major state award program and (3) communicates our 
consideration of internal control over major state award programs. 

In addition to the UGMS requirements to maintain internal control and comply with provisions of 
laws, regulations, contracts and grants applicable to state programs as discussed above, the 
UGMS also requires the City to prepare a: 

• Schedule of expenditures of state awards, 
• Summary schedule of prior audit findings, and 
• Corrective action plan 

While we may be separately engaged to assist you in the preparation of these items, preparation is 
the responsibility of the City. 

Certain provisions of the UGMS allow a granting agency to request that a specific program be 
selected as a major program provided that the granting agency is willing to pay the incremental 
audit cost arising from the selection. The City agrees to notify RJW of any such request made by 
a granting agency and to work with RJW to modify the tenns of this letter as necessary to 
accommodate such requests. 
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Other Engagement Issues 

Our reports on internal control and on compliance with laws, regulations, contracts and grants 
will indicate that they are intended solely for the information and use of the Mayor and City 
Council, management of the City and federal awarding agencies and pass-through entities and are 
not intended and should not be used by anyone other than these specified parties. 

The City agrees that all records, documentation, and information we request in connection with 
our audit will be made available to us, that all material information will be disclosed to us, and 
that we will have the full cooperation of the City's personnel. As required by generally accepted 
auditing standards, we will make specific inquiries of management about the representations 
embodied in the financial statements, the effectiveness ofintemal controls and the City's 
compliance with certain laws and regulations, and obtain a representation letter from management 
about these matters. 

The response to our inquiries, the written representations, and the results of audit tests comprise 
the evidential matter we will rely upon in forming an opinion on the financial statements. 
Because of the importance of management's representations to the effective performanc1:;: of our 
services, the City will release RJW and its personnel from any claims, liabilities, costs, and 
expenses relating to our services under this letter attributable to any misrepresentations in the 
representation letter referred to above. 

For your information, we have attached a copy ofRJW's most recent Peer Review Report. 

It should be understood that workpapers for the engagement are the property of RJW and 
constitute confidential information. However, pursuant to Government Auditing Standards, we 
are required to make certain work papers available to federal and state regulatory agencies upon 
request for their reviews of audit quality and use by their auditors. Access to the requested work 
papers will be provided to the regulators under supervision of RJW personnel. Costs incurred to 
comply with such requests to review our work papers will not be reimbursed by the City. To the 
extent such workpapers are used by the regulators for purposes other than reviews of audit quality 
and/or to the extent that regulators or grantors require additional procedures beyond the 
requirements of the Single Audit Act, costs incurred to comply with such requests will be 
discussed with the City, prior to being incurred and billed to you. 

Our fees for audits are based on the amount of time required to perform the agreed scope of work, 
plus reimbursement for expenses (report reproduction, postage, computer charges, overhead 
charges, supplies, travel, etc.). This estimate is based on the assumption that workpapers 
requested by us will be prepared on a timely basis by your personnel. Should unexpected 
problems arise which will cause the time to materially exceed our estimate, we will discuss such 
matters with you and obtain your approval before incurring additional time. Based upon this, 
with the exception of fees in connection with the State of Texas Single Audit Circular, we 
estimate that the total fee for the above described services will be $225,000, including expenses, 
of which 54% ($121,500) will be paid to KPMG LLP, 39% ($87,750) will be paid to the firm of 
Garza/Gonzalez & Associates, and 7% ($15,750) will be paid to the firm of Robert J. Williams 
CPA. 
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We estimate that the total fee associated with the State of Texas Single Audit Circular will be 
$27,000, including expenses, of which $7,975 will be paid to the firm of KPMG LLP, $17,975 
will be paid to the firm of GarzaiGonzalez & Associates, and $1,050 will be paid to the firm of 
Robert J. Williams CPA. 

RJW will normally invoice you biweekly for services performed and expenses incurred since the 
last invoice. All invoices are due and payable upon presentation, but the payment date should not 
be beyond thirty days after the date of the invoice. Upon approval of this engagement, we will 
work with City personnel to establish specific timetables for our work, progress billings and 
payments, except for the additional granting agency's requirements noted above. 

* * * * * 

We would be pleased to discuss this letter with you at any time. For your convenience in 
confirming these arrangements, we enclosed a copy of this letter. Please sign and return it to us. 
We are looking forward to working with you on this engagement. 

Sincerely, 

Robert J. Williams CPA 

Robert J. Williams 
Principal 

RJW:ccw 
Enclosure 

ACCEPTED 

City of San Antonio 

?4//~ 
Authorized Signature 

4-/'15 {)'Y pfl 
Title 

Jh,:;-UJ 
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Peer Review Report 

Robert J. Williams, Certified Public Accountant 

THOMAS A AKIN 

DAVID J. DOHERTY 

HOWARD H. KLEIN. JR 

JOSEPH V FEUGE. II 

We have reviewed the system of quality control for the accounting and auditing practice of Robert J. 
Williams, Certified Public Accountant (the firm) in effect for the year ended November 30, 1998. A 
system of quality control encompasses the firm's organizational structure and the policies adopted and 
procedures established to provide it with reasonable assurance of complying with professional 
standards. The elements of quality control are described in the Statements on Quality Control 
Standards issued by the American Institute of Certified Public Accountants (AICPA). The design of 
the system and compliance with it are the responsibility of the firm. Our responsibiliity is to express 
an opinion on the design of the system, and the firm's compliance with the system based on our 
reView. 

Our review was conducted in accordance with standards established by the Peer Revi(:w Board of the 
AICP A In perfonning our review, we obtained an understanding of the system of quality control 
for the firm's accounting and auditing practice. In addition, we tested compliance with the firm's 
quality control policies and procedures to the extent we considered appropriate. These tests covered 
the application of the firm's policies and procedures on selected engagements. Beca.use our review 
was based on selective tests, it would not necessarily disclose all weaknesses in the system of quality 
control or all instances of lack of compliance with it. 

Because there are inherent limitations in the effectiveness of any system of quality control, departures 
from the system may occur and not be detected. Also, projection of any evaluation of a system of 
quality control to future periods is subject to the risk that the system of quality control may become 
inadequate because of changes in conditions, or because the degree of compliance with the policies 
or procedures may deteriorate. 

In our opinion, the system of quality control for the accounting and auditing practice of Robert J. 
Williams, Certified Public Accountant in effect for the year ended November 30, 1998, has been 
designed to meet the requirements of the quality control standards for an accounting and auditing 
practice established by the AICP A and was complied with during the year then ended! to provide the 
firm with reasonable assurance of complying with professional standards. 

lli .. ,~·~ .l::&..;. .-k _ 
Akin, Doherty:ein & Feuge, P.c.O 
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Administered by the 

Texas Society of CPAs 

January 28, 2000 

Robert J. Williams, CPA 
Robert J. Williams 
1100 NW Loop 410 # 700 
San Antonio, TX 78213-2269 

Dear Mr. Williams: 

FINAL ACCEPTANCE LETTER 

It is my pleasure to notify you that on January 24, 2000 the 
Texas Society of CPAs 1999-00 Peer Review Committee accepted the 
report on the most recent pee~ review of your firm. The due date 
for your next review is May 31, 2002. This is the date by which 
all review documents should be completed and submitted to the 
administering entity. 

As you know, the reviewer's opinion was unmodified. The Committee 
asked me to convey its congratulations to the firm. 

Sincerely, 

Jerry L. Cross, CPA 
Director, 
Peer Review 

cc: Thomas Allen Akin, CPA 

Firm Number: 10108962 Review Number: 133546 
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