
 

 

March 3, 2014 
 
 
 
TO:   Local Agency Formation Commission 
 
FROM:  Executive Officer 
 
SUBJECT:  LAFCO Audit Contract Renewal  
 
Since 2012, the San Diego LAFCO has obtained audit services from Mayer 
Hoffman McCann P.C. (MHM) to conduct an audit of the Commission’s financial 
statements and a review of its leave balance system.    After being retained by 
the Commission in 2012, MHM has conducted audits of LAFCO’s financial 
statements and leave balance system for fiscal years ending on June 30, 2009, 
2010, 2011, 2012, and 2013. MHM was selected after completion of an extensive 
statewide selection process.  Prior to the selection of MHM in 2012, the 
Commission received accounting services from a firm that was jointly selected by 
six other LAFCOs in Southern California, comprising the California Coalition of 
Local Agency Formation Commissions – CCL.   
 
On February 3, 2014, the San Diego LAFCO’s Audit Committee (Chairman 
Vanderlaan, Vice Chairman Ingalls, Alternate Commission MacKenzie, and 
Alternate Commission Mathis) reviewed MHM’s past performance and concluded 
that the firm met and exceeded the Commission’s expectations. The Committee 
has accordingly recommended to the full Commission that MHM’s contract be 
renewed for three additional audits covering fiscal years  2013-14, 2014-15, and 
2015-16, with a maximum optional extension (if approved by the Commission in 
2017) for two additional fiscal years.   
 
LAFCO staff reviewed the Audit Committee’s recommendation in relation to 
recently approved provisions contained AB 1345 (Lara).   The Commission 
received an update about AB 1345 at the February 3rd meeting, and one of the 
AB 1345 restrictions prohibits local agencies from employing a public accounting 
firm to provide audit services if the lead audit partner or coordinating audit 
partner has performed audit services for the local agency for six consecutive 
fiscal years.  For purposes of calculating the six consecutive fiscal years, the new 
law requires that local agencies not take into account any time that the audit firm 
was employed prior to FY 2013-14.  In the case of MHM, the firm was employed 
by the Commission in FY 2013-14 to conduct the FY 2012-13 audit. Therefore, 
no further contract extensions can be permitted beyond the FY 2017-18 audit.   
MHM’s contract extension proposal is attached and includes a modest fee 
increase from $7,200 to $7,300 for the FY2013-14 audit and a $50 increase for 
each of the subsequent audits ($7,350 for fiscal year ending June 30, 2015; and 
$7,400 for fiscal year ending June 30, 2016).  Refer to Attachment 1 for MHM’s 
Audit Engagement Letter (contract extension proposal). 
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In summary, by a unanimous vote, the Audit Committee recommends to the full Commission 
that MHM’s audit contract proposal be approved and that the Executive Officer be directed to 
approve up to three annual contract extensions with MHM to conduct audits and leave balance 
reviews for FY 2013-14, FY 2014-15, and FY 2015-16, with an option to approve another 
contract extension in 2016 covering FY 2016-17 and FY 2017-18.  Contract extension(s) 
beyond the FY 2015-16 audit would require subsequent Commission authorization.  (Motion 
made by Alternate Commissioner Mackenzie, seconded by Alternate Commissioner Mathis and 
carried unanimously by all Committee members present: Vanderlaan, Ingalls, MacKenzie, and 
Mathis).    Therefore, it is  
 
Recommended:  
 
 (1)  Review the MHM contract extension proposal contained in Attachment 1; 
 
 (2)  Approve the Audit Committee’s recommendation authorizing the Executive  
  Officer to renew annual contracts with MHM, P.C to conduct audits and leave  
  balance reviews for FY 2013-14, FY 2014-15, and FY 2015-16.   
 
 (3)  Include a provision in MHM’s new contract containing an option to extend the  
  contract covering audits in FY 2016-17 and FY 2017-18, pending subsequent  
  Commission authorization. 
 
 (4)  Include in MHM’s contract file, a copy of AB 1345 regarding contract renewal  
  provisions/restrictions.   
 
Respectfully Submitted,  
 
 
 
 
MICHAEL D. OTT 
Executive Officer 
 
MDO:ra 
 
Attachment 
 

(1) MHM Audit Engagement Letter (FY 2013-14, FY 2014-15, and FY 2015-16) 




































