
AGENDA 
 

TEHACHAPI CITY COUNCIL SPECIAL MEETING, 
TEHACHAPI REDEVELOPMENT SUCCESSOR AGENCY SPECIAL MEETING, 

TEHACHAPI PUBLIC FINANCING AUTHORITY SPECIAL MEETING, AND 
TEHACHAPI CITY FINANCING CORPORATION SPECIAL MEETING 

 
BEEKAY THEATRE 

110 SOUTH GREEN STREET 
MONDAY, JUNE 24, 2013 – 6:00 P.M. 

 

Persons desiring disability-related accommodations should contact the City Clerk no later than ten days 
prior to the need for the accommodation.  A copy of any writing that is a public record relating to an 
open session of this meeting is available at City Hall, 115 South Robinson Street, Tehachapi, California. 
 

CALL TO ORDER 
 
ROLL CALL 
 
PLEDGE TO FLAG  
 
CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT 
 
All items listed with an asterisk (*) are considered to be routine and non-controversial by city staff. 
Consent items will be considered first and may be approved by one motion if no member of the council 
or audience wishes to comment or ask questions. If comment or discussion is desired by anyone, the 
item will be removed from the consent agenda and will be considered in listed sequence with an 
opportunity for any member of the public to address the city council concerning the item before action 
is taken.  Staff recommendations are shown in caps.  Please turn all cellular phones off during the 
meeting. 

 
FINANCE DIRECTOR REPORTS 
 

*1.  Formal commitment of an amount of fund balance to be set aside specifically for emergency 
contingencies as required by the Governmental Accounting Standards Board Statement No. 54 
(GASB54) – ADOPT A RESOLUTION APPROVING THE CITY OF TEHACHAPI’S EMERGENCY 
CONTINGENCY COMMITMENT OF FUND BALANCE FOR THE GENERAL FUND AND REPEALING 
RESOLUTION NO. 22-12 

 
*2.  Termination of audit services agreement with Teaman, Ramirez & Smith due to inability to provide 

future services and approval of an agreement with Van Lant & Fankhanel for future auditing services 
– APPROVE THE TERMINATION OF THE AUDIT SERVICES AGREEMENT BETWEEN THE CITY OF 
TEHACHAPI AND TEAMAN, RAMIREZ & SMITH AND APPROVE THE AGREEMENT BETWEEN THE CITY 
OF TEHACHAPI AND VAN LANT & FANKHANEL FOR FUTURE AUDITING SERVICES 



 
CITY ENGINEERS REPORTS 
 
3. Tehachapi Police Department Bids – AWARD THE TEHACHAPI POLICE DEPARTMENT PROJECT TO 

ASPEN BUILDERS, INC. IN THE AMOUNT OF $2,880,537.00 AND AUTHORIZE THE CITY MANAGER TO 
APPROVE ANY NECESSARY CHANGE ORDERS UP TO A MAXIMUM OF 5% OF THE ORIGINAL 
CONTRACT (OR $144,026)  

 
ASSISTANT CITY MANAGER REPORTS 

 
*4.   Agreement with David Reed, dba Kingsmen Tractor for weed abatement services – APPROVE THE 

AGREEMENT BETWEEN THE CITY OF TEHACHAPI AND DAVID REED, dba KINGSMEN TRACTOR FOR 
WEED ABATEMENT SERVICES SUBJECT TO REVIEW AND APPROVAL BY THE CITY ATTORNEY 

 
CITY MANAGER REPORTS 
 

*5.    Amendment to agreement with Van Lant & Fankhanel, LLP for Transient Occupancy Tax Audit Services 
to extend the audit period from one to three years and increase the maximum cost per hotel from 
$3000 to $5000 – APPROVE THE AMENDED AGREEMENT BETWEEN THE CITY OF TEHACHAPI AND 
VAN LANT & FANKHANEL, LLP AND AUTHORIZE THE MAYOR TO SIGN 

 
6. The City Council held a special meeting on June 24, 2013 at 4:00 pm, on the five-year budget for Fiscal-

Years 2013/14 through 2017/18 – ADOPT THE PROPOSED RESOLUTION APPROVING AND ADOPTING 
THE CITY OF TEHACHAPI’S BUDGET FOR THE FISCAL YEAR 2013/14 AND PRELIMINARY BUDGET FOR 
FISCAL YEARS 2014/15, 2015/16, 2016/17 AND 2017/18 

 

ADJOURNMENT 
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COUNCIL REPORTS

MEETING DATEr JUNE 24,20t3 AGENDA SECTION: FTNANCE DTRECTOR

i, l:4,

TEHACHAPI APPROVED

DEPARTMENT HFAD:

CITY MANAGER:

TO: HONORABLE MAYOR SMTTH At{D COUNCIL MEMBERS

FROM: HANNAH CHUNG, FINANCE DIRECTOR

DATE: JUNE 13,2013

SUBJECT: FUND BALANCE pOLtCyFOR GOVERNMENTAT FUNDS

BACKGROUND

fn February 2009, the Governmental Accounting Standards Board issued its statement No. 54 (GASB 54), Fund
Bolonce Reporting ond Governmentol Fund Type Definitions. The objective of this statement is to improve
financial reporting and help with understanding the fund balance by presenting the fund balance in five new
components' The five new components are Nonspendable Fund Balance, Restricted Fund Balance, committed
Fund Balance, Assigned Fund Balance and Unassigned Fund Balance.

The implementation of GASB 54 by local governments was required for the first fiscal year ending june 30,
2011. The first step in the City's implementation of GASB 54 was the formal adoption of a Fund Balance policy
(Policy), which was adopted on June 20, 2011. The Policy explains the five components of the fund balance
and formally desiSnates the Finance Director as the city official to determine and define the amounts ofthe
fund balance to assign for specific purposes for inclusion in the annual financial reports.

The attached resolution is the City Council's formal commitment of an amount of fund balance to be set aside
specifically for emergency contingencies defined as a state or federal state of emergency or declaration of a
locaf emergency. The amount is set at 5809,629 for fiscal year 2or2/r3. lt should be noted that this amount
and/or commitment may be changed with the adoption of a new resorution by the city councir.

FISCAL IMPACT

None.

RECOMMEITIDATTON

Adopt a resolution approving the city of Tehachapi's emergency contingency commitment of fund balance for
the general fund and repealing Resolution No.22_12



ADMINISTRATIVE POLICY

Policy: Fund Balance Policy for the Governmental Funds

Adopted by Council: June 20, 2011 , Resolution No. 28-11

Responsible Department: Finance

POUCY
This Fund Balance Policy establishes the procedures for reporting unrestricted lund
(Committed, Assigned and Unassigned funds) balance in the financial statements of
governmental funds. Certain commitments and assignments of fund balance will help
ensure that there will be adequate financial resources to protect the City against
unforeseen circumstances and events such as revenue shortfalls and unanticipated
expenditures. The policy also authorizes and directs the Finance Director to prepare

financial reports which accurately categorize fund balance as per Governmental
Accounting Standards Board (GASB) Statement No. 54, Fund Balance Reporting and
Govemmental Fund Type Definitions.

PROCEDUBES
Fund balance is essentially the difference between the assets and liabilities reported in

a govemmental fund. There are five separate components of fund balance, each of
which identifies the e)dent to which the City is bound to honor constraints on the specific
purposes for which amounts can be spent.

Nonspendable fund balance (inherently nonspendable): A portion of a fund balance
that cannot be spent because they are either (a) not in spendable form or (b) legally or
contractually required to be maintained intact. i.e., Inventories, Prepaid expenditures,
Advances to other funds, Loans receivable

Restricted fund balance (externally enforceable limitations on use): A portion of a
fund balance that reflects constraints placed on the use of resources (other than
nonspendable items) that are either (a) extemally imposed by creditors, grantors,
contributors, or laws or regulations of other govemments; or (b) imposed by law through
constitutional provisions or enabling legislation. i.e., Mitigation fees, Grants for specific
purpose, Taxes dedicated to a specific purpose, and Revenues restricted by enabling
legislation.

Committed fund balance (self-imposed limitations on use): A portion of a fund
balance that includes amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the government's highest level of decision
making authority, and remain binding unless removed in the same manner. i.e., Fund
set aside for specific purpose by resolution.

Assigned fund balance (limitation resulting from intended use): A portion of a fund
balance that includes amounts that are constrained by the govemment's intent to be
used for specific purposes, but that are neither restricted nor committed. Such intent
needs to be established at either the highest level of decision making, or by an otficial
designated for that purpose.



llnassigned fund balance (residual net resources):. A portion of a fund balance that
includes amounts that do not fall into one of the above four categories. The General
Fund is the only fund that should report this category ol fund balance.

The first two components listed above are not addressed in this policy due to the nature
of their restrictions. This policy is focused on financial reporting of unrestricted tund
balance or the last three components listed above. These three components are further
detined below.

Committed Fund Balance

As described above, the Committed Fund Balance is approved by either an ordinance
or resolution. The General Fund Emergency Contingency Fund is to be committed by
adoption of a resolution by the City Council.

The General Fund Emergency Contingency Fund is calculated using the prior fiscal
year total expenditure. From the total expenditure, subtract total capital project costs.
Then the difference is divided by 12 months and then multiplied by 2 months. This
calculation is based on the recommendation of the Govemment Finance Officers
Association (GFOA).

Assiqned Fund Balance

Amounts that are constrained by the City's intent to be used for specific purposes, but
are neither restricted nor committed, should be reported as assigned fund balance.
This policy hereby delegates the authority to assign amounts to be used for specific
purposes to the Finance Director for the purpose of reporting these amounts in the
annual financial statements. A few examples of assigned fund balance follow.

. ContinuinqApprooriations

Fund balance levels must be sufficient to meet funding requirements for projects
approved in prior years and which must be carried forward into the new fiscal
year.

o Debt Service

Established to provide lor future debt service obligations.

. Budqet Balancinq Measures

Funds set aside for the purpose of stabilizing the delivery of City services during
periods of operational budget deficits and to mitigate the effects of major
economic uncertainties resulting from unforeseen changes in revenues and/or
exoenditures.



Unassioned Fund Balance

These are residual positive net resources of the general fund in excess of what can
properly be classified in one of the other four categories.

Fund Balance Classif lcation

When an expenditure is incurred for purposes for which amounts in any of the
unrestricted classifications of fund balance could be used, the City considers committed
amounts to be reduced first, followed by assigned amounts and then unassigned
amounts.

This policy is in place to provide a measure of protection forthe City against unforeseen
circumstances and to comply with GASB Statement No. 54. No other policy or
procedure supersedes the authority and provisions of this policy.



CITY OI
TEHAcHAPI
LEGAL DEIARTMENT

RESOLUTION NO.

RESOLUTION OF THE CITY COUNCIL OF THE CITY
OF TEHACHAPI APPROVING THE CITY OF
TEHACHAPI'S EMERGENCY CONTINGENCY
COMMITMENT OF FUND BALANCE FOR THE
GENERAL FUND AND REPEALING RESOLUTION NO.
22-12

WHEREAS, the Governmental Accounting Standards Board (GASB) has
issued its Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions with the intent of improving financial reporting by providing fund balance
categories that will be more easily understood; and

WHEREAS, the City Council of the City of Tehachapi has considered "Fund
Balance Policy for the Governmental Fund" ("Policy") which ouilines the policy and
procedures enacted to accurately categorize and report fund balance tn
governmental funds; and

WHEREAS, the "Policy" provides that the City Council may commit General
Fund balance for specific purposes by taking formal action and these committed
amounts cannot be used for any other purpose unless the city council removes or
changes the specific use through the same formal action taken to establish the
commitment; and

WHEREAS, the Finance Director has recommended to the City Council that
the General Fund Emergency contingency commitment of General Fund balance oe
established at $809,629 for Fiscal Year 2012-13; and

WHEREAS, the City Council has determined that the General Fund
Emergency Contingency Commitment of General Fund balance should be approved
at $809,629 for Fiscal Year 2Q12-13 as recommended by the Finance Director.

NOW, THEREFORE, BE lT RESOLVED by the City Councit of the City of
Tehachapi as follows:

SECTION 1. The City Council hereby establishes and approves the General
Fund Emergency Contingency Commitment of General Fund balance of $803,62g
for Fiscal Year 2012-13.

SECTION 2. The City Council has determined that the specific purposes for
which the General Fund Emergency Contingency Commitment Fund may be used
are the declaration of a state or federal state of emergency or a local emergency and
these uses may only be changed by approval of a subsequent resolution.



CIry OI
TEHACIIA!I
LIGAL DEPARTMENT

SECTION 3. The City Council hereby confirms that in any fiscal year in which
recurring sources exceed recurring uses in the General Fund, the amount of the
General Fund Emergency contingency commitment of General Fund balance will be
estimated to be an amount equal to two (2) months of regular General Fund
operating uses.

PASSED, APPROVED AND ADOPTED by the City Councit of the City of
Tehachapi at a Special Meeting this 24th day of June, 2013 by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

PHILIP SMITH, Mayor of the
City of Tehachapi, California

ATTEST:

DENISE JONES. CMC
City Clerk of the City of Tehachapi

I hereby certify that the foregoing resolution was duly and regularly
adopted by the city council of the city of rehachapi at a special Meeting tiereof
held on June24,2013.

DENISE JONES
City Clerk of the City of Tehachapi
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COUNCIL REPORTS

MEETfNG DATE: JUNE 24,2073 AGENDASECTION: FINANCE DIRECTOR

TEHACHAPI APPROVED

DEPARTMENT HEAD:

CITY MANAGER:

TO: HONORABLE MAYOR SMITH AND COUNCIL MEMBERS

FROM: HANNAH CHUNG, FINANCE DIRECTOR

DATE: JUNE 19,2013

SUBJECT: TERMINATION OF AUDIT SERVICES AGREEMENT WITH TEAMAN, RAMIREZ & SMITH AND
APPROVAL OF AUDIT SERVICES AGREEMENT WITH VAN IANT & FANKHANEL

BACKGROUND

On May 16,2OLI, after an RFP process, the firm of Teaman, Ramirez & Smith, Inc (TRS) was engaged to
provide independent fina ncial auditingand report preparation services forthe City. The engagement partner,

Mr. Greg Fankhanel and their senior personnel, Mr. Brett Van Lant, provided services for the fiscal year end
(FYE) 2011 and 2012, The services provided were in accordance with the professional services agreement with
the City and they also performed required agreed upon procedures for the City ofTehachapi as the Successor

Agency to the Tehachapi Redevelopment Agency. The work performed was done in a timely and professional

manner.

Recently, Mr. Fankhanel and Mr. Van Lant left TRS and formed the public accounting firm Van Lant &
Fankhanel, LLP (VLF). The City was recently informed by TRS that since these two individuals principally

handled the governmental auditing practices for their company, that TRS would be unable to provide future
auditing services for the City. Based on the contract with TRS, the agreement can be terminated by the city at
any time by giving consultant thirty days prior written notice.

In addition, the City would now like to enter into an agreement with Van Lant & Fankhanel to continue our
auditing services for a term of four years with the option for an extension for another four years.

FISCAL IMPACT

The proposed audit service fee from the VLF for the FYE 2013 is 540,000 which is 52,050 lower than the
contract fee with TRS. The proposed audit service fees for FYE 2013, 2014, zOtS and 2016 are 540,000,

S40,000, 541,000 and 541,000 respectively.

RECOMMENDATION
1. Terminate the May 16, 2011 contract with Teaman, Ramirez & Smith.
2. Approve the audit service agreement with Van Lant & Fankhanel and authorize the Mayor to sign upon

review and approval by the City Attorney.



AGREEMENT

THIS AGREEMENT (the "Agreement") made this L6th day of May, 2011,
by and between the CITY OF TEHACHAPI (the "Cityu), and TEAMAN,
RAMIREZ & SMITH, INC., a California Corporation (the "Consultant"),

w!rNp$$ErH:

WHEREAS, the City wishes to engage Consultant to perform auditing
services as more particularly described in Exhibit "A" attached hereto and by this
reference made a part hereof (the "Services") pursuant to the terms and conditions
described hereinafter and Consultant is agreeable thereto.

NOW TFIEREFORE, in consideration of the mutual covenants and
conditions set forth hereinafter, the parties agree as follows:

1. The parties incorporate the foregoing recitals as if fully set forth
herein verbatim.

2. City hereby contracts with Consultant to perform the Services and
Consultant hereby agrees to perform the Services for City pursuant to the terms and
conditions of this Agreement.

3. The term of this Agreement (the "Term") shall commence on the date

of this Agreement and terminate on completion of the financial audit for fiscal year
2012-2013 unless earlier terminated as hereinafter provided.

4. Consultant shall perform the Services for each fiscal year during the
Term for a fee (the "Fee") as hereinafter described: for fiscal year 2010 - 20ll, the
Fee shall be $47,050.00; for fiscal year 201.I - 2012, the Fee shall be $42,050.00;
and for fiscal year 2012 --2013, the Fee shall be $42,050.00.



(a) The Consultant shall submit invoices (the "Invoices") for the Services
no more often than monthly which shall include a description of all Services
performed and such additional information as requested by the City Manager. The
City Manager or his designated representative shall have the right of reasonable
review of the Invoice and the Services described therein and, at the conclusion oI
the review, shall place the matter on the agenda for the next available City Council
meeting for consideration. Upon approval of the Invoice by the City Council,
Consultant shall be paid in the regular cycle of payments made by the City for
other bills and claims.

5. Consultant shall indemnify, defend and hold harmless the City and its
officers, Councilpersons, Commissioners, employees, and agents from any and all
claims, liabilities, expenses, and damages arising out of or in any way connected
with any act or omission by or on behalf of Consultant. Notwithstanding the
foregoing, to the extent that City provides Consultant with information, records, or
other documents necessary or convenient for Consultant to complete the Services,
Consultant may rely on the accuracy and completeness of same (except as

otherwise advised by City in writing) and Consultant shall have no liability for
same to the extent that they are incomplete or inaccurate.

6. Without limiting Consultant's obligations under Paragraph 5 of this
Agreement, Consultant shall obtain and maintain during the life of this Agreement
professional and negligent acts, errors and omissions insurance satisfactory to the

City Attorney in an amount not less than $1 million per occurrence.

7. Consultant shall not assign its interest herein or any part thereof and

any attempted assignment shall be void.

8. City may terminate this Agreement at any time by giving Consultant
thirty days prior written notice. In such event, Consultant shall be entitled to
payment for that portion of the Fee represented by the amount of the Services
completed by Consultant to the date of termination as reasonably determined by
City in consultation with Consultant.

9. All notices required to be given under this Agreement or by law shall
be in writing and shall be deemed received by the party to whom directed if
personally served or if faxed or emailed or when deposited in the United States

mail, registered or certified, postage prepaid, addressed, faxed or emailed as

follows: If to City, City Manager, 115 South Robinson Street, Tehachapi,
California 93561, Fax - (661) 822-2197; Email -hchung@tehachapici@;
or if to Consultant, Greg Fankhanel, 4201 Brockton Avenue, Suite 100, Riverside,
California 92501,Fax - (951) 274-7828, Email - gfankhanel@trscpas.com. Any

2



party may change its address or fax number or email address by giving notice to
the other party in the manner herein described.

10. Time is of the essence with regard to each covenant, condition and

provision of this Agreement.

11. This Agreement shall be govemed by and construed in accordance with
the laws of the State of Califomia.

12. This Agreement constitutes the entire Agreement between the parties

with regard to the subject matter herein and supersedes all prior oral and written
agreements and understandings between the parties with respect thereto.

13. This Agreement may not be altered, amended, or modified except by a
writing executed by duly authorized representatives of all parties.

14. In the event any action or proceeding is instituted arising out of or
relating to this Agreement, the prevailing party shall be entitled to its reasonable

attorneys' fees and actual costs.

15. This Agreement may be executed in counterparts and the respective

signature pages for each party may thereafter be attached with the body of this
Agreement to constitute one integated Agreement which is as fully effective and

binding as if the entire document had been signed at one time.

16. Notwithstanding any provision to the contrary, this Ageement shall not

become effective and shall not be binding as to any party until all of the parties have

executed this Agreement.

l7 . Waiver by a party of any provision of this Agreement shall not be

considered a continuing waiver or a waiver of any other provision, including the time

for performance of any such provision.

18. This Agreement shall be binding upon and shall inure to the benefit of
the parties hereto, and their respective heirs, successors, and assigns.

19. If any term, provision, covenant or condition of this Agreement is held

by a court of competent jurisdiction to be invalid, void, or unenforceable, the

remainder of the provisions shall remain in full force and effect and not be affected,

impaired, or invalidated thereby.

20. City and Consultant each acknowledge that each party and their

respective legal counsel have reviewed this Agreement and agtee that this Agreement



is the product of negotiations between the parties. This Agreement shall be

interpreted without reference to the rule of interpretation of documents that

uncertainties or ambiguities therein shall be determined against the party so drafting
the Ageement.

IN WITNESS WHEREOF, the parties have executed this Agreement on

the date first hereinabove written.

ED GRIMES, Mayor, City of Tehachapi,

California, "City"

TEAMAN, RAMIREZ & SMITH, INC.,
a California Corporation, "Consultant"

GREG FANKHANEL, Partner
By:
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Von lonta
Fonkhonel, [P
---*i Certirre.l Fublrc Accouhtants F-

March 14,2013

Hannah Chung, Finance Director
City of Tehachapi
I l5 S. Robinson St.
Tehachapi, CA 93561

We are pleased to confirm our understanding of the services we are to provide the City of Tehachapi for
the year ending June 30,2013. We will audit the financial statements of the govemmental activities, the
business-type activities, each major fund and the aggregate remaining fund information, which
collectively comprise the basic financial statements of the City of Tehachapi as ofand for the year ended
June 30, 2013. Accounting standards generally accepted in the United States provide for certain required
supplementary information (RSI), such as management's discussion and analysis (MD&A), to
supplement the City of Tehachapi's basic financial statements. Such information, although not a required
part of the basic financial statements, is required by the Govemmental Accounting Standards Board who
considers it to be an essenfial part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. As part ofour engagement, we will apply certain
limited procedures to the City of Tehachapi's RSI in accordance with auditing standards generally
accepted in the United States of America. These limited procedures will consist of inquiries of
management regarding the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit ofthe basic financial statements. We will not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance. The following RSI is required by
generally accepted accounting principles and will be subjected to certain limited procedures, but will not
be audited:

Management's Discussion and Analysis

Budgetary Compadson Schedules

Schedule of Funding Progress

We have also been engaged to report on supplementary information oth€r than RSI that accompanies the
City of Tehachapi's financial statements. We will subject the following supplementary information to the
auditing procedures applied in our audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
procedures in accordance with auditing standards generally accepted in the United States of America and
will provide an opinion on it in relation to the financial statements as a whole:

vrn Lant ri F nihanrl, LLP
259O1 K€lloaA Streer
Lornd L'ndr. CA 9?354

qog.456.6479



Schedule ofExpenditures of Federal Awards

Combining Statements

Individual Fund Statements

The following other information accompanying the financial statements will not be subjected to the
auditing procedures in our audit of the financial statements, and for which our auditor's report will not
provide an opinion or any assurance:

Trarsmittal letter and other introductory section information

Statistical Data

Audit Objective

The objective of our audit is the expression of opinions as to whether your financial statements are fairly
presented, in all material respects, in conformity with U.S. generally accepted accounting principles and to
report on the faimess of the additional information referred to in the second paragraph when considered in
relation to the basic financial statements taken as a whole. The objective also includes reporting on-

. Intemal control related to the frnancial statements and compliance with the provisions ofapplicable
laws, regulations, and the provisions of contracts or grant agreements, noncompliance with which
could have a material effect on the financial statements in accordance wilh Goyernment AuditinF
Standads.

. lntemal control related to major programs and an opinion (or disclaimer ofopinion) on compliance
with laws, regulations, and the provisions of contracts or grant agreements that could have a direct
and material effect on each major program in accordance with the Single Audit Act Amendments of
1996 and OMB Circular A-133, Audits of States, Local Govemments, and Non-Profit
Organizations.

The reports on intemal control and compliance will each include a statement that the report is intended for
the information and use ofmanagement, the body or individuals charged with govemance, others within the
entity, specific legislative or regulatory bodies, federal awarding agencies, and if applicable, pass-through
entities and is not intended to be and should not be used by anyone other than these specified parties.

We will also provide a report on agreed upon procedures performed on the City's calculation of its annual
appropriations limit as required by Article XIII B of the Califomia State Constitution. We will perform
the procedures in the Article XIII B Appropriations Limit Uniform Guidelines as published by the League
of Califomia Cilies. This report will include a statement that the report is intended solely for the
information and use of management, City Council and specific legislative or regulatory bodies and is not
intended to be and should not be used by aryone other than these specified parties.

Our audit will be conducted in accordance with auditing standards generally accepted in the United States of
America; the standards for financial audits contained in Government Auditing Standar^, issued by the
Comptroller General ofthe United States; the Single Audit Act Amendments of 1996; and the provisions of
OMB Circular ,It-133, and will include iests of accounting records, a determination of major program(s) in
accordance with OMB Circular 4-133, and other procedures we consider necessary to enable us to express
such opinions and to render the required reports. If our opinions on the financial statements or the Single
Audit compliance opinions are other than unqualified, we will fully discuss the reasons with you in advance.
lf, for any reason, we are unable to complete the audit or are unable to form or have not formed opinions,
we may decline to express opinions or to issue a report as a result ofthis engagement.



Management Responsibilities

Management is responsible for the basic financial statements and all accompanying information as well as
all representations contained therein. Management is also responsible for identiling govemment award
programs and understanding and complying with the compliance requirements, and for preparation ofthe
schedule of expenditures of federal awards in accordance with the requirements of OMB Circular A-133.
As part of the audit, we will assist with the preparation of your financial statements, schedule of
expenditures of federal awards, and related notes. You are responsible for making all management
decisions and performing all management functions relating to the financial statements, schedule of
expenditures of federal awards, and related notes and for accepting full responsibility for such decisions.
You will be required to acknowledge in the management representation letter our assistance with
preparation of the financial statements and the schedule of expenditures of federal awards and that you
have reviewed and approved the financial statements, schedule of expenditures of federal awards, and
related notes prior to their issuance and have accepted responsibility for them. Further, you are required
to designate an individual with suitable skill, knowledge, or experience to oversee any non-audit services
we provide and for evaluating the adequacy and results ofthose services and accepting responsibility for
them.

Management is responsible for establishing and maintaining effective intemal controls, including intemal
controls over compliance, and for monitoring ongoing activities, to help ensure that appropriate goals and
objectives are met. You are also responsible for the selection and application of accounting principles;
for the fair presentation in the financial statements ofthe respective financial position ofthe govemmental
activities, business-type activities, each major fund, and the aggregate remaining fund information ofthe
City of Tehachapi and the respective changes in financial position and, where applicable, cash flows rn
conformity with U.S. generally accepted accounting principles; and for compliance with applicable laws
and regulations and the provisions of contracts and grant agreements.

Management is also responsible for making all financial records and related information available to us
and for the accuracy and completeness of that information. Your responsibilities include adjusting the
financial statements to correct material misstatements and confirming to us in the representation letter that
the effects of any uncorrected misstatements aggregated by us during the current engagement and
pertaining to the latest period presented are immaterial, both individually and in the aggregate, to the
financial statements taken as a whole.

You are responsible for the design and implementation of programs and controls to prevent and detect
fraud, and for informing us about all known or suspected fraud or illegal acts affecting the govemment
involving (l) management, (2) employees who have significant roles in intemal control, and (3) others
where the fraud or illegal acts could have a material effect on the financial statements. Your
responsibilities include informing us of your knowledge of any allegations of fraud or suspected fraud
affecting the govemment received in communications from employees, former employees, grantors,
regulators, or others. In addition, you are responsible for identiffing and ensuring that the City complies
with applicable laws, regulations, contracts, agreements, and gants. Additionally, as required by OMB
Circular ,{-133, it is management's responsibility to follow up and take corrective action on reported
audit findings and to prepare a summary schedule of prior audit findings and a corrective action plan.
The summary schedule of prior audit findings should be available for our review during interim
fieldwork. You are responsible for the preparation ofthe supplementary information in conformity with
U.S. generally a€cepted accounting principles. You agree to include our report on the supplementary
information in any document that contains and indicates that we have reported on the supplementary
information. You also agree to present certain supplementary information with the audited financial
statements or make the audited financial statements readily available to users of the supplementary
information no later than the date the supplementary information is issued with our report thereon.

Management is responsible for establishing and maintaining a process for tracking the status of audit
findings and recommendations. Management is also responsible for identifying for us previous financial
audits, attestation engagements, performance audits, or other studies related to the objectives discussed in
the Audit Objectives section of this letter. This responsibility includes relaying to us corrective actions
taken to address significant findings and recommendations resulting from those audits, atlestation
engagements, performance audits, or studies. You are also responsible for providing management's views



on our current findings, conclusions, and recommendations, as well as your planned corrective actions,
for the report, and for the timing and format for providing that information.

With regard to the electronic dissemination of audited financial statements, including financial statements
published electronically on your website, you undersland that electronic sites are a means to distribute
information and, therefore, we are not required to read the information contained in these sites or to
consider the consistency ofother information in the electronic site with the original document.

Audit Procedures - General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; therefore, our audit will involve judgment about the number of transactions to be
examined and the areas to be tested. We will plan and perform the audit to obtain reasonable rather than
absolute assurance about whether the financial statements are free of material misstatement, whether from
(l) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or
govemmental regulations that are attributable to the entity or to acts by management or employees acting
on behalf of the entity. Because the determination of abuse is subjective, Government Auditing Standards
do not expect auditors to provide reasonable assurance ofdetecting abuse.

Because an audit is designed to provide reasonable, but not absolute assurarce ald because we will not
perform a detailed examination of all transactions, there is a risk that material misstatements or
noncompliance may exist and not be detected by us. In addition, an audit is not designed to detect
immaterial misstatements or violations of laws or governmental regulations that do not have a direct and
material effect on the financial statements or major programs. However, we will inform you of any
material errors and any fraudulent financial reporting or misappropriation of assets that come to our
attention. We will also inform you ofany violations of laws or govemrnental regulations that come to our
attention, unless clearly inconsequential. We will include such matters in the reports required for a Single
Audit. Our responsibility as auditors is limited to the period covered by our audit and does not extend to
any later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the
accounts, and may include tests of the physical existence of inventories, and direct confirmation of
receivables and certain other assets and liabilities by correspondence with selected individuals, funding
sources, creditors, and financial institutions. We will request written representations from your attomeys
as part of the engagement, and they may bill you for responding to this inquiry. At the conclusion of our
audit, we will also require certain written representations from you about lhe financial statements and
related matters.

Audit Procedures - Internal Controls

Our audit will include obtaining an understarding of the entity and its environment, including intemal
control, sufficient to assess the risks ofmaterial misstaternent ofthe financial statements and to desisn the
nature, timing, and extent of further audit procedures. Tests of controls may be performed to teit the
effecliveness of certain controls thal we consider relevant to preventing and detecting errors and fraud
that are material to the financial statements and to preventing and detecting misstatements resulting from
illegal acts and other noncompliance matters that have a direct and material effect on the financial
statements. Our tests, ifperformed, will be less in scope than would be necessaxy to render an opinion on
intemal control and, accordingly, no opinion will be expressed in our report on intemal control issued
pursuAnt to Government Auditing Standards.

As required by OMB Circular A-133, we will perform tests of controls over compliance to eyaluate the
effectiveness ofthe design and operation of controls that we consider relevant to preventing or detecting
material noncompliance with compliance requirements applicable to each major federal award progmm.
However, our tests will be less in scope than would be necessary to render an opinion on those controls
and, accordingly, no opinion will be expressed in our report on inlemal control issued pursuant to OMB
Circular A-133.

An audit is not designed to provide assurance on intemal control or to identify significant deficiencies.
However, during the audit, we will communicate to management and those charged with govemance



internal control related matters that are required 10 be communicated under AICPA professional
standards, Govemment Auditing Standmds, and OMB Circular 4-133.

Audit Procedures - Compliance

As part of obtaining reasonable :rssurance about whether the financial statements are free of material
misstatement, we will perform tests of the City of Tehachapi's compliance with applicable laws and
regulations and the provisions of contracts and agreements, including grant agreements. However, the
objective of those procedures will not be to provide an opinion on overall compliance and we will not
express such an opinion in our report on compliance issued pursuant to Government Auditing Slandards.

OMB Circular A-133 requires that we also plan and perform lhe audit to obtain reasonable assurance
about whether the auditee has complied with applicable laws and regulations and the provisions of
contracts and grant agreements applicable to major programs. Our procedures will consist of the
applicable procedures described in the OMB Circular ,4-133 Compliance Supplement for the types of
compliance requirements that could have a direct and material effect on each of the City of Tehachapi's
major programs. The purpose of these procedures will be to express an opinion on the City of
Tehachapi's compliance with requirements applicable to each of its major programs in our report on
compliance issued pursuant to OMB Circular ^A-l33.

Engagement Administration, Fees, and Other

We understand that your employees will prepare all cash, accounts receivable, or other confirmations we
request and will locate any documents selected by us for testing.

At the conclusion of the engagement, we will complete the appropriate sections of and sign the Data
Collection Form that summarizes our audit findings. It is management's responsibility to submit the
reporting package (including financial statements, schedule of expenditures of federal awards, summary
schedule of prior audit findings, auditors' reports, and a conective action plan) along with the Data
Collection Form to the federal clearinghouse. We will coordinate with you the electronic submission and
certification. lf applicable, we will provide copies of our report for you to include with the reporting
package you will submit to pass-through entities. The Data Collection Form and the reporting package
must be submitted within the earlier of 30 days after receipt of the auditor' reports or nine months after
the end of the audit period, unless a longer period is agreed to in advance by the cognizant or oversight
agency for audits. At the conclusion of the engagement, we will provide information to management as
to where the reporting packages should be submitted and the number to submit.

The audit documentation for this engagement is the property of Van Lant & Fankhanel, LLP and
constitutes confidential information. However, pursuant to authority given by law or regulation, we may
be requested to make certain audit documentation available to federal cognizant and grantor agencies, or
its designee, a federal agency providing direct or indirect funding, or the U.S. Govemment Accountability
Office for purposes of a quality review of the audit, to resolve audit findings, or to carry out oversight
responsibilities. We will notify you of any such request. Ifrequested, access to such audit documentation
will be provided under the supervision of our firm. Furthermore, upon request, we may provide copies of
selected audit documenlation to the aforementioned parties. These parties may intend, or decide, to
distribuie the copies or information contained therein to others, including other govemmental agencies.
In such cases, Van Lant & Fankhanel, LLP is not responsible for the distribution of the copies or
information contained therein.

The audit documentation for this engagement will be retained for a minimum offive years after the report
release date or for any additional period requested by the federal cognizant and grantor agencies. If we
are aware that a federal awarding agency, pass-through entity, or auditee is contesting an audit finding,
we will contact the party(ies) contesting the audit finding for guidance prior to destroying the audit
documentation.



We expect to begin our audit in May of2013 and to issue our reports no later than December of2013.
Our fee for these services will be as follows:

$40,000 for the fiscal year ending June 30, 2013

$40,000 for the fiscal year ending June 30,2014

$41,000 for the fiscal year ending June 30, 2015

$41,000 for the fiscal year ending June 30,2016

The above fees include preparation of the City's State Controller's Report ($1,800) and Single Audit
($3,500). Our invoices for these fees will be rendered each month as work progresses and are payable on
presentation. These fees are based on anticipated cooperation from your personnel and the assumption
that unexpected circumslances will not be encountered during the audit. If significant additional time is
necessary, we will discuss it with you and arrive at a new fee estimate before we incur the additional
costs. In accordance with firm policies, work may be suspended if your account becomes 30 days or
more overdue and may not be resumed until your account is paid in full. If we elect to terminate our
services for nonpayment, our engagement will be deemed to have been completed upon wdtten
notification of termination, even if we have not completed our reports. You will be obligated to
compensate us for all time expended and to reimburse us for all out-of-pocket costs through the date of
termination. We appreciate the opporrunity to be ofservice to the City ofTehachapi and believe this letter
accurately summarizes the significant terms of our engagement. If you have any questions, please let us
know. If you agree with the terms of our engagement as described in this letter, please sign the enclosed
coDv and retum it to us.

Very truly yours,

VAN LANT & FANKHANEL, LLP

Greg W. Fankhanel
Certified Public Accountant

Response:

This letter correctly sets forth the understanding ofthe City ofTehachapi.

By:

Title:

Date:



AGREEMENT

THIS AGREEMENT (the "Agreement") made this 

- 
day of June,

20l3,by and between the CITY OF TEHACHAPI (the "City"), and VAN LANT &
FANKHANEL,LLP, a Califomia Limited Liability Partnership (the "Consultant"),

w!!NE$$p!H:
WHEREAS, the City wishes to engage Consultant to perform auditing

services as more particularly described in Exhibit "A" attached hereto and by this
reference made a part hereof (the "Services") pursuant to the terms and conditions
described hereinafter and Consultant is agreeable thereto.

NOW, THEREFORE, in consideration of the mutual covenants and

conditions set forth hereinafter, the parties agree as follows:

l. The parties incorporate the foregoing recitals as if fully set forth
herein verbatim.

2. City hereby contracts with Consultant to perform the Services and

Consultant hereby agrees to perform the Services for City pursuant to the terms and

conditions of this Agreement.

3. The term of this Agreement (the "Term") shall commence on the date

of this Agreement and terminate on completion of the financial audit for fiscal year

2015-2016 unless earlier terminated as hereinafter provided.

4. Consultant shall perform the Services for each ftscal year during the

Term for a fee (the "Fee") as hereinafter described: for fiscal year 2012 - 2013, the
Fee shall be $40,000.00; for fiscal year 2013 - 2014, the Fee shall be $40,000.00;



and for fiscal year 2014 2015, the Fee shall be $41,000.00; and for fiscal year

2015-2016, the Fee shall be $41,000.00.

(a) The consultant shall submit invoices (the "Invoices") for the services

no more often than monthly which shall include a description of all Services

performed and such additional information as requested by the city Manager. The
-city 

Muouger or his designated representative shall have the right of reasonable

review of the Invoice and the Services described therein and, at the conclusion of
the review, shall place the matter on the agenda for the next available city council
meeting for consideration. Upon approval of the Invoice by the City Council,

Consultant shall be paid in the regular cycle of payments made by the City for

other bills and claims.

5. Consultant shall indemnifr, defend and hold harmless the City and its

officers, Councilpersons, Commissioners, employees, and agents from any and all
claims, liabilities, expenses, and damages arising out of or in any way connected

with any act or omission by or on behalf of Consultant. Notwithstanding the

foregoing, to the extent that City provides Consultant with information, records' or
other documents necessary or convenient for Consultant to complete the Services,

Consultant may rely on the accuracy and completeness of same (except as

otherwise advised by City in writing) and Consultant shall have no liability for
same to the extent that they are incomplete or inaccurate.

6. Without limiting Consultant's obligations under Paragraph 5 of this
Agreement, Consultant shall obtain and maintain during the life of this Agreement
professional and negligent acts, errors and omissions insurance satisfactory to the

City Attorney in an amount not less than $1 million per occurence.

7. Consultant shall not assign its interest herein or any part thereof and

any attempted assignment shall be void.

8. City may terminate this Agreement at any time by giving Consultant

thirty days prior written notice. In such event, Consultant shall be entitled to
payment for that portion of the Fee represented by the amount of the Services

completed by Consultant to the date of termination as reasonably determined by
City in consultation with Consultant.

9. All notices required to be given under this Agreement or by law shall

be in writing and shall be deemed received by the party to whom directed if
personally served or if faxed or emailed or when deposited in the United States

mail, registered or certified, postage prepaid, addressed, faxed or emailed as

follows: If to City, City Manager, I 15 South Robinson Street, Tehachapi,

Califomia 93561, Fax - (661) 822-2197; Email hchune@lehachapic@;

z



or if to Consultant, Van Lant & Fankhanel, LLP, Attn: Greg Fankhanel, 25901

Kellogg Street, Loma Linda, Califomia 92354, Fax - (951) 679-1549, Email -
efankhanel@vlfcpa.com. Any party may change its address or fax number or

email address by giving notice to the other party in the manner herein described.

10. Time is of the essence with regard to each covenant, condition and

provision of this Agreement.

I l. This Agreement shall be govemed by and construed in accordance with

the laws of the State of Califomia.

12. This Agreement constitutes the entire Agreement between the parties

with regard to the subject matter herein and supersedes all prior oral and written

agreements and understandings between the parties with respect thereto.

13. This Agreement may not be altered, amended, or modified except by a
writing executed by duly authorized representatives of all parties.

14. In the event any action or proceeding is instituted arising out of or
relating to this Agreement, the prevailing party shall be entitled to its reasonable

attomeys' fees and actual costs.

15. This Agreement may be executed in counterparts and the respective

signature pages for each party may thereafter be attached with the body of this

Agreement to constitute one integrated Agreement which is as fully effective and

binding as if the entire document had been signed at one time.

16. Notwithstanding any provision to the contrary, this Agreement shall not

become effective and shall not be binding as to any party until all of the parties have

executed this Agreement.

17. Waiver by a parly of any provision of this Agreement shall not be

considered a continuing waiver or a waiver of any other provision, including the time
lor performance of any such provision.

18. This Agreement shall be binding upon and shall inure to the benefit of
the parties hereto, and their respective heirs, successors, and assigns.

19. If any term, provision, covenant or condition of this Agreement is held

by a court of competent jurisdiction to be invalid, void, or unenforceable, the

remainder of the provisions shall remain in full force and effect and not be affected,

impaired, or invalidated thereby.



20.CityandConsultanteachacknowledgethateachpartyandtheir
respective legal counsel have reviewed this Agreement and agree that this Agreement

is the prodrict of negotiations between the parties. This Agreement shall be

interpreLd without reference to the rule of interpretation of documents that

un...tuitrti"r or ambiguities therein shall be determined against the party so drafting

the Agreement.

IN WITNESS WHEREOF, the parties have executed this Agreement on

the date first hereinabove written.

PHILLP A. SMITH, Mayor, City of Tehachapi,

Califomia, "City"

VANLANT & FANKIIANEL, LLP,
a California Limited Liability
Partnership, "Consultant"

GREGFANKHANEL
By:

.t



EXHIBIT ''A''
IDescription of Senices]

Von lonla

Ioll,hgfl-Lt!
March 14,2013

Hamrh Chug, Finance Dir€cto.
City ofT€hachapi
I | 5 S. Robinson St.

Tehachapi, CA9356l

we are plea6ed to confirm ou udehtanding of the s€rvices we ar€ to povide the Citv ofTeh&hapi for

the )€arending Jone 30,2013- We will audit lhe finmcial natemmls ofthe Sovemmenlal sctiviti€s' the

bus e€s-b?e rclMtier, each mljor filtd snd thc agiSregate rem.ining firnd informltion' t/hich
coll€ctivcly compris€ the basic financial stat€m€dls of the City ofTehacbaPi aE of and for th€ vear end€d

Iun€ 30,2013. Accountiog slandards g€nerally accepted in lhe Uniled States provide for cenain.equi.ed

supplcmentary information (RSI), such as manasenentt discussion and atalvsis (MD&A)' to

supplement the City ofT€hachapit balic financial slaternents Such informstioa although nol ! rc4uired

pan of tbe basic fimncial statema{s, rs rcquired by the Gov€mmmtal A$ounting Staodards Board who

corsiders it to t€ an esdial par! of fmar|cial r€poning for plscirg tte bssic fin ncial stalencnls in a
appropriaie opmtional, economic, or hrstorical conlexl. A! p6ft of ou engag€ment, we will apply ccndn
Iinited p.ocedures b tne City of Tehachaprs RSI in accorddce with auditing stlndrrds gen€nllv

accepled in the Un ed Srales of A.mcrica. TIE* limitcd PG€dur€s witl consist of inquiries of
manag.mmi regarding th€ melhods of preparing ahe informatiotr and compating lhc information for

consistmcy with manaSement's respons€s to ou inquiries, the b€sjc financill slalements, md otij€r

knowledg€'rr€ obtain€d dutin8olr audlt ofthe losic fiDancial slatem€nts. Wc will not expness an opinjd
or provrd€ any asslmnce on the hfoEnrtion bqaus€ the lirDted proccdur6 do not provtd€ us wilh
sufficient evid;nc9 to gxpre$s an opinio'r or provid€ any assurance. Th€ followrbs RSI is requir€d bv
g€nenliy acc.pied accdunting prnEipler and will be subjecied lo .enain limrted procedures, but will not

Managpment's Discrission md Anllysis

Budsehry Cornparison Schedul6

Schedule of Fonding Progress

\tr'c hlve aho been cngaged to rcport oo srppl.nentary infolmtior otf'€r than PSI lh.t accomp.ni€s the

Ciry ofT€hach.pi's fiwcial staldnents. W€ will subject th€ followiltg supplem.nlary infomation to the

suditing procedl[B applied in our audit of the fiMncid statemenis and cenain additiotul procedllB,
includins conpa.ng md r€conciling such infom.rion dir€.tly to the uderlylog actountins lnd othet

rccords us€d lo prepare lhe fimcisl slatements or to the finaocial slaGri€nts th€mselves, a.d other
procedurE rn accordancc with audiling standards getrerally accepted in lhe United stales of America and

will providc !n opmlon on it in relatior lo the lnancial slal€ments as a wbole:



Schedule of ExpeDditures of Fedenl Awards

combiring $alenenis

Indrvidual Fund Statenents

The followins other idormstior accompaning lh€ financial statements ',viU not be subjected to the

audidns pro;dures in our audit of the fimncial stalem€nts, and fot which our audilor's rcporl will nor

provide an opinon or uY rssuranc€:

Transmiltal Letter and oth€r inlroductory s€ction infomalion

StatisticalData

Audt. Obl&dve

Thc ob.l€ctiv€ of ou. nudit is the .xpr6sid of oPitrois as to whetlF )our ftrEncial statements arc fairly
pGdte4 in aU material respects, in confomily with U.S. g€nerally acc€ptcd accounlhg Principles tnd lo

@on on thc himers of the additiond hf()lmtim ref€n€d to in the s€cond pangraph vr'lH coNidered ,!l

r€iation ro the balic linsncid statenEnts taken as a wfiole. TIle ohj€.trvE slso iocltd€s repodine on-

. Inl€mal .dlrot related lo lhe fin$cial stalements and conpliame wilh lhe prdisior$ ofNpplicable

lalvs, rcgulalions, and tll€ provisiorc of contracts or grant agre€m€nts, noncompliaice with which

could haw a material effecr or the financial statem€nts i[^ccor&ice with Govemde4t AuditinA

. Inbenal cont'ol Gla&d to najor prognms and aD opinion (or dischimd ofopimon) on compliace
with laws, regulatiorA, ard the provisions of conlracc or grant |gremenls that could ha\€ a dret
md mal€rial effcct on sch major prosram in ecordatce with the Sinsle Audit Act Ameidmeols of
1996 and OMB circular A-l33, Au.tit! d Stot6, L@ol Gdenmqt' ard Not-Ptulil
OAatizations.

TIE r€p6d! on intern l control and complisnce will each includ€ ! stdcm€nl lhat tle Eporl is intertled for
the informatior 3ld use ofman gcnent, th€ My or indiuduals chdged with govemmce, olhcl! within the

e ity, sp@ific leSislNtivc or rcSllatory bodi6, fcdcral awarding agmcies, dtd ifapplicrbl., Poss'ihro'rgh
€ntities and is not iniended io be and sh@ld not b€ ured by anyone other than $ese sP€cified parties

Wc will ats provid€ a report on agr€€d upon pmcodur€s perfomed on thc City's calculation of ils afflull
approp.ietjons lirnit as rcquired by Adicle XIII B oflhe Califomia Strte Co'stitutioo. we will Frfom
lhe pro€?dw€s in the Article XIII B Appropriarions Limit Uniform Guidelin6 as published by the l,easue

of C.lifomia Citi$. This repon will include a statdent lbat the report is intsded solely for tb€

informatid and use ofmanasem€n! Ciry Council ald sp€cific legislalivc or regulatory bodies dd is not

int nded to be ard should not be used by aDlone oth€r than the.se sp€cified paniq.

Ou. rudit will b€ conducd in ecord,nc€ with ludilins si,ndrrds Scnd'lly accepted in th€ Unit d Slaies of
America; dle standffds for finan lal audils contarned m Crwmnent Au.tititg Standards, isslled by l}€
Comptrolter Gen€ral oftnc Uniled Slates;the singlc Audil Ac! tullcidments of 1996; md lhe Povisions of
OMB Circular A-133, dd will include lesls ofac.ounrins tecords, a deteinit'anon ofnajor prcgr,ri(t m
accrrdsncc with OMB Cjrcuhr A133, nd othei procedut!! we consider n€.Asary to enable us to etQr€ss

such oprnions and to render the rcquirEd r€ports. Ifour opinioff on th€ financial statehents m dle SinSle

Audit compliance opinions are odEr dte r.mqualified, we wilt tully discuss the rsarons with you in advaftr.
If, for any realor, we e wble lo conplete th€ lldii or .rc unable lo fom o. bave rct form€d opoioN,
we Inay de{line !o exprass opinioN tr to issue a r€port as a result oflhis engagement

6



Mrn!gem€rt R6poNibilitiet

Maragement is respoNible for the basic financial slatenents and all accompanying infoflnadon as well as

aI re;es€n€tios;onkined th€rein. Managemml $ also rcsponsible for id€nlfvinq cevenment awad
programs and understanding and @mplying with the compliance requnenenls' and for preparation of lh€

;ch;d e of€xFnditues offederal awa.ds in lcco.dance with ih€ rcquire'n€nts ofOMB Circular A'13:i

As part of th; audit, we will assist with the preparatron of vour iinencral statem€nts' schedul€ or
expanditues of t€deral awards, and relaicd notes. You are responsible for making all managrm€nt

decisioIs and pe.liorming all managemmt frnctrons r€lating to the financial slat€ments, schedul€ of
expenditura ol lederal awards, and related notes ,nd for acc€pting full retponsibilitv ftr such de.isions.

You will be required to acknowledge in the maoagement repffintatioo lefter our a$|stanc. w h

prepaalion of thc fimncial stat€m€nts and lhe s4hedule of€xpsditures of federal .wards md that vou
have r€vi€wed dd approved ih€ linancial sialcm€nts, scl€dule of expendin[es of feclerul awa.ds, and

relat€d notes prior to their itsudce dd have accepted responsibilily for th€n. Furtler' 
'bu 

ar€ !€quircd

to dcsigMtc so individual witt suitabl. skil, knowledg€, or expmence io oversee any non audrt seruc€s

we provide and for evabrting dle adeq'ucy and rasults of those serlic€s aod accclling rcponsibility lor

Mamsenent is responsible for establishing and rnaintainiDs eflectiv€ tnteml controls, including idemal
conttols ov€r complide, and for monitdng ongoing activiti€s, to helP edsur€ that appropriNte goals and

obje{tives are met. You are also resporsible for the selection and application of accounling principles;

for th. fair pr€s€ntation in lhe finecial slatan€nts ofth€ respective tinancisl position oflt€ Sovelme al

activiti€s, busin$s-type aclivities, each naJor tund, and the aggegate remaining tund infoftrtion of the

city ofT€hachrpi and lhe reQ€ctive chmges in finnncial positior and, wherE appliclble, cash flows in

conformity with U s. g€n€rally lcc€pted accountillg principlesi and for conplience vilh lpPlicable laws

and regulatiors ld th€ provisjons ofcontracts and gart agreements.

Management is dso Fsponsible for naldng all lirancial r€cords ad.elaled iofomation awilable to us

and for the accumcy a.d completeness of that informalion Your rdponsibilities include adjNting the

financial sirtenl€nts to con€.t materirl misstai.nrmts md confirmiry to u! in the repr€settalio! lctler that

thc .ffects of any 6coRdEd misslatcmenls aggregtted by us durin8 tlte currcnt enga8emmt and

D€rlaining to the hl€st pe.iod pesflt€d are iflnalerial, bolh iodividually and in thc ryarEgate! to lhe

linancial *atemeds t0len as a whole.

You are rasponsible for tll€ derign and nnpbnentadon ofprosrarns and control! to psent and detect

fr6ud, and fcr informing us about all knoM or sNpst€d Gaud or illeS.al acts aff€ctin8 the Soveftnent
involving (l) nEnarem€nt, (2) €mployeee who hlve sisnificant rc1e3 in intcml conbol, ud (3) oth€rs
where the fiaud or ille€al lcts could hwe a mlterial elTect on lhe ftnancial staiements- You
rcsponsibilities incftdc info.ming us of Fur loowledse of any allc8atlotrs of ftaud ot slrspccte.l faud
aff€ctin8 th€ govcrnment ftceivcd in colnmmicalions ftom cmPloyees, former emPloyees, gantors,
regulaoors, or othe6. ln addiliotr, you arE r*ponsiblc for identifyins and €ffuring lhat dle city codpli€s
with alplicrblc laws, regulationq contracis, ageernents, and srants. Additionally, as required bv OMR
Cir€uhr A-133, it is namgement's re,sponsibility to follow up and aak€ corrective action on r€poded

audil findinss and to pr€lare a sumnury schedul. of Fior ddit findings aod, colrstiv€ action plan

The surnm.ry schcdule of pflor audit nndings should b€ availabl€ for our r€view during inlerim
fiel.hvork. You are rcspoisible for the prepantior of lhe supplenent ry infonnation in confonnity wilh
U.S. generalty accepted accountiry principles. You agr€e lo hclurle our teport on ihe suppldnedary
infomation in any docunent th.l conlaiff and indrcates thal we have reported on the suppl€inentary

infomation. You also rgr€€ lo present c€rtain supplenentary info.nation with lhe audrted fiuncial
stateMts or mrt. thc audjt d financial statcmcds r€adily availablc to useF of the supplernenlary
infomation no later th.n the daie the supplementary informalion it issued wjlh our report $€reon

Moagement i! res?oosible for establishing and maintaining a process for ttacking lhe sratus of audit

findinss and recomrEnitatiotrs. Manascmol is al$ rcsponlibl€ for ideDtiryins foi us pftvioB financial

audiG, altestation engagemqlls, pqfommce audits, or olher studies related lo ihe objcctit€s dbcuss€d in
the Audit Objet'v6 section of tfiis letler. This respoffibility includes relaying to us corrective actioB
taken to ddr.rs siSnificant findings arld rccommardsrions resulting fiom those audits, arlestatror

enSagem€nti, performance audits, or studies. You arc also respotsible fo! proYidins nanagem€nfs views
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on our cunst findings, conclus;ons, and recomendations, 6s w€ll as vou planned corecirv€ actions'

for the reporl, and for the timif,g.nd formt for prcviding lhal in-fomadon

Wilh r€gard to the elecl.onic dissenination ofaudiled finmcill slat€menG, includinS financial statements

Fblished electronically on your website, you und€rstand that electonic sites are a means to distribule
infomatioD and, therefore, we are not requircd !o rcad th€ inform.lion contNin€d in these sites or lo

consider the comislency ofoth€r infornstion in the el€ctmnic stte with th€ oriSinal document.

Audlt Proc€dlrer - Generd

An .udil ncludes exaninin& on a t€3t baiis, evid€nce supponing lhe amounts and disclosures in the

Iinadcial stratements; iherefore, our audil will involvc judgment about the numb€r of transactions to b€

exaitined and the areas to b€ tesled. We will plan ald perfom th€ audit to obtatn reasoffbl€ .rther than

absolure Nu@ce about whether the {inancial slaiemcds are ftee of mleiial misslat€m€nl, whelher from
(l) enors, (2) fr.uduL't financial reponins, (3) mislppropriatior of ass€ts, or (4) violatior8 of lsws or
goverunenlal reSulalions that .rc sttributable lo thc artity or to acts by nanagement or emPloyces achg
on b€halfofthc cntity. Becruse the dd€mination ofabuse is suuective, Govdmed Auditing Standards

do not expccl auditors to piovide .esonable lssurance ofdetcctiflg abuse.

BecaBe .n audit is designed to provid€ redonabt€, but not abcolule assur.nce snd bec.ue we will noi
peifonn a detail€d examiMtion of all tra actions, th€re is & risk that maierial misstat€ments or
noncompliance lrtay exist md not be deteted by us. In addition, at audit is nol desiged io detect
immat€rial mirslatemeDts or violations oflaws or gove tredal reeulaiion$ thrt do not have a dircct and
material effect on the financirl star€mnts or mqior pmgrans. However, we will inform you of any
rElsial do$ aDd ey fiaodulent finatrial rcponin8 q mis.ppropnalion of astets lhai com€ to ou
attglror. We will llso infonn you ofany violatiors of lsws or govemrnental reSulations lhat com€ to ou.
anenlior, u ess cl€ely incons€quential. We will include such matters in the r€ports r€quired for o SinSl€
Audit. Our responsibiliiy as audilors is limiled lo the pcriod covcr€d by oui audit and do€s not extend to
any lrt€r Fnodr for s,hich we are not engagpd as audtors-

our prccedu€s will include tesb of docrmenlary evidence supporting the trarscriobs recor&d n| lhe
accounis, and may include tes6 of the phFical exist€Ne of inventoris, and direct confimration of
receivabls dd ccrtain othei ass.ts and ljabililics by cornspondence wrth select€d individltls, ftndnu
sucs, crcditors, and financial inslitutions. We will r.qu€st writi€. rcpresentatioff from youl attomeys
d parl oflhe engagen€at, and thcy my brll you fd rcsponding lo dns ioquiry. Al lhc conchsion of ow
audit, we will also r€quire cenain *yitlen repres€nlations from you about the financial stal€menb and

Audli Pro.edurer - Inlern.l Codroh

Ou audii *ill includ€ obtainirg s udeBt{dint of tlle entify .nd it5 ervirotunenl, including intem.l
contlol, suflici€nt to assess the risks ofnaterial misstat€ment oflhe financial slalem€nts and to d€si8n th€
natue, lining, and eit.nt of tunher audil p.oc€d$er T6ts of controls may be perfoftned to iest ltE
€fe€tiveness of ceriain controls dlat we consider relelad b preventing and detecting enors md filud
th6l lre mrtcrial to tbe financial ststem€nts and to prevcoling and detecting missbtemmls resulling from
illegal aris lnd oth€r noncompliance matteG that have t dir€c1 and material elTeot or the financial
slalan€ds. Our lens, if pdfomed, will b€ less in scope rhan would l€ n€c€ssary lo mds an opinion on
ir elnal control and, accodingly, no optrrior wilt b€ expr€ssed in our report on inl€mal control issu€d

p\rs!^ir ro Gotemnent Aditing Sandat.b.

As required by oMB Ci.cular A-133, we will perfom lests of controk over compliancc l,o cvalurle the
eff€clivencs of thc dcsigr aod operalion ofcontrols that wc coGid€. rcle\anl to preventing or delecliog
malenal noncompliancc wilh compliance req$irEnrnt! applicable b €ach ma.,or Helal award pfogram.
However, ou test! will bc lcrs in sco!€ than would be necessaiy lo r€nder an olinior on thos€ controls
and. accoidingly, no opinion will be qpEired in our repora on inlcmal control bsued puisuant to OMB
CircilarA-133.

An audit is not designed lo p.ovidc sutarce m 
'nrenal 

conhol or to identify significanl d€nci€ncies.
However, dudng the audit, we will communicae to managenent rnd those charged wilh gpvcmance



inremal contrcl rclated matters th{! ar€ required to be comrnunicated mder AICPA Prof.sioo,l
stndatds, Gove$nent .4udititg Srat.lards, and OMB Circular A- 1ll.

Audlt Proc€drres - Compli$ce

As parl of obiaining rcasonablc asrumnce about whether the finmcial slatem€nts arc frE€ of mate.Fl
misstalement, we will pcrform tesls of the City of Tehachrpi's conpliance wilh applicable las and
reSulations afld the provisions of coneacts and as@ents, includirS srad alle€menls. However, lhe
objeciive of those proc€dures will nol be to provide an Ainion on ovenll compliance and we will not
exprs such an opinion in ourreport on compliance isruedpvswm!r Go|err,\ert luditing star.la s.

OMB Circular A-133 rcquires thal we also plan and pcrforn th€ audit to obtain rcasomble .ssurance
about whether th€ audilee h6s complied wilh applicablc laws atd rcgulations and the provisions of
contmcts and grlnt agrEstrdtr applicable io maJor progam. Our procedures will consist of the
applicoble procedur€s dcscribcd in th€ OMB Circular A-133 Complirnce Supplenent for the types of
compliuce requirements th.t could have a direct and lnal€rial effe€l on each of the city of Tehachapi's
major prcsram. The purpose of thes€ procedur€s ill be to €xpr€ss an opinion on the City of
Tehachlpi's conpliance wilh rcquircmcnls applicabl€ ro each of its najor programs i. our rcport s
compliance issued pursuut ro OMB Circular A-lll.

Ergrg€nent Admltrhtmdo4 Fes, r Other

We unde$land lhlt you enDloyees will preFre all cash, acmunls rcceivable, or otler conftnations we
requ€st aod will locate any docurnmts .€l€cl€d by us for testing.

At the corcluion of lhe engagem€nt, *r will complete th€ appopriate sections of and siSn the Data
Collection Fom thal surnmari26 ou .udil findings. Ir is managendt's responsibiliry b submir thc
rcpotung packase (trtcluding finaicial staiements, schedule of expcndituu of f€deral awards, sudrttr&y
sch€dulc of prior adit findings, audilors' rcports, and s concctiv. elion plan) along with lhe Data
Collelior Fodn lo the fedenl clearinghouse. We rvill caordinatc wilh you Oe electroDc submission and
certificalion. If applicable, we w provid. copies of ou. rcpon for you lo include wilh lhe rlpqting
peklge you will submil io pass-ihrough entitie3. Tle Data Colleclion Fom .nd lhe reponing package
murt bc submined wilhin lh€ earlier of 30 days after receipl of tle audilor' reports or nin€ mofihs after
lhe end of the ludit period, unlers a lotrger p€nod is agr€€d to h advance by ihe cognizant or oversighr
agency for audits. Al ihe conclusion ofthe ergagen€nt, we will providc infornation ro nanagement as
lo where th€ reponing packag€s shoold be subnined and $le number lo submil.

The audit doflanenlation for thrs €rgagerncnl is th€ propclty of Van Lant & Fanidanel, LLP and
consdtutes confidential information. However, pursuanr to authoriry giver by law or regul*ion, we hay
b€ requested to make cerlain audit docuin€ntation availsble to f€deml co8nizant and granlor aSmcres, or
ili d6isnee, a t€denl agency providins direct or idied nu ing, or the U.S. Govcnune Accomrabilrty
Oflice fo. purposs of a qoality review of th€ audil, lo r€solvc audit ffndjngs, o. lo cany out ov€rsighL
rcspdsibililies. We will notiry you ofany such rcquen. Ifrcqu$ted, acc€ss to seh audit documentatior
will be provided under th€ supervision ofour firlr'. Funhemor€, upor .cqu€sl, w€ nay provide copies of
s€lected audit documeDlalion lo thc aforcmcntion€d parties. These parties may intcnd, G deciile, to
disEibut€ lhe copies or infomatio cortain€d lhc.ci. to olh€rs, including o$er gove|mohl rgociB.
td such c$es, Vln Lant & Fanllunel, LLP k not responsibl€ for th€ drltribution of the copies or
infornatior contained therein.

Thc audit do.umenration for lhis engaserlent will be relaincd for a minirnuin of five ye!rc affer lhe report
releale dale or for any additional pcriod rcqu€sled by rhe fedenl cognizad and gllntor agencies. If we
@ swac that s federal awa.ding agency, p.ss-lhmugh entity, or audilee is codlBli.g m audil fnding,
wc will cotrracl OE party(ies) cod€sting the audit finding for guidance p.ior lo desti)yir8 rhe audr!
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w€ expecl to beSrn our audn in May of2013 and lo issue ol[ repons no laler ll|a Deenber of2013
Our f€€ for these services willbe as follows:

$40,000 for the fiscal year e.dins Jun€ 30, 2013

$40,000 for lhe liscal )€ar endins Jun€ 30,2014

$41,000 for th€ fiscal year endins June 30, 201 5

S4l,000 hr the fiscll )€ar €ndilg Jure 30, 2016

The abovc fees includ€ pr€panlion of th€ City's State Contoller's Repon (11,800) and Singlc Audir
($3,500). our irvoices for these fees will b. rcnd€red each mnth as wotk progresses and are payable on
prcs€ntahor. These fe6 e bed m mteryaled coope.arion fiom you persomel &nd thc assurption
that unexpecied circurisrances wi)l not be encouncred du.ing the audf. If siSttificant additional tiln€ is
necessary, w€ wilt discuss it wilh yor and arrive at a ncw fe€ stiFat€ before we nlcul thc ldditional
ccts. In rccoidance with finn policies, work my be susp€ndcd if your account b€cones 30 drys or
morc ovcrdue tDd may not bc r€sumcd until )ow acco'rnt is paid in full. If we clect to ielmindE our
services for mnpayment, our engagercnt will be d€emed to have b€en cornpl€t€d upon winen
notification of tminatior, ev€n if we havc mt compl€ted our r€pont- You will bc obli$ted to
conpensaie us for .ll timc expended and to reimbuse us for all out-of{ocket cosls through lhe dat€ of
terrnn[tion. We rppr€ciate lhe oppotunily to b€ ofservice to th€ City ofTehachapi and b€li€ee this lettq
rccurstcly sumnarizes the significart t rms of our €rgsgement. If you have any questions, pleas€ let us
know. If you agte wiih the ierms of our engagernent a! desdibed in lhis letter, pl€ase sign tlE cnclGcd
copy and retum n io us.

VAN LAIIT & TANKHA.IIEL, LLP

creg W Fanlhn€l
certifi €d Public Accountant

Re6ponse:

This letter correctly s€ts forth lhe unde$tlndin8 ofthe City ofTehachapi.

By:

Title:

Dalel

l0
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TE HAC HAPI

COUNCIL REPORTS

MEETf NG DATE: JUNE 24,2013 AGENDA SECTTON: CtTy ENGTNEER

APPROVED

orro*rtr"rr14@
CITY MANAGER:

TO: HONORABTE MAYOR SMTTH AND COUNC|T MEMBERS

FROM: JOHN (JAY) SCHLOSSER, P.E., CtTy ENGTNEER

DATE: JUNE 18,2013

SUBJECT: TEHACHAPI POttCE DEPARTMENT PROJECT

BACK6ROUND:

On February 4, 2013, the City Council approved staff to begin the bid solicitation process for the above noted project.
Advertisement began on March 29, 2013. Staff opened bids for this project on April 30,20f3. The results of the bid
opening are listed in the table betow:

Contractor Name Bid Amount

Aspen Builders Inc. 52,878,987 .OO

Klassen Corporation s3,076,000.00

JTS Construction s3,164,000.00

5.C. Anderson lnc. 53,175,7s0.00

AMG & Associates. lnc. s3,236,900.00

Lewis C. Nelson & Sons. lnc. s3,343,000.00

Wallace & Smith General Contracrors 53,444,2o9.oo

Black / Hall Construction Inc. 53,s43,317.00

Hugo Alonso Inc. s4,393,s28.00

Staff was pleased with the number of bid proposals received and given how closely valued the bids are, staff is confident
that the values received are a good representation ofthe fair market value ofthis project.



FISCAL IMPACT:

Budgetary values were presented in detail for this project at the February 4, 2013 City Council meeting. As a reminder,
the Enginee/s Estimate and the associated capital budget for this component was $2,900,000. As such, the low bid
proposal provided by Aspen Builders Inc. is within our desired budget.

RECOMMENDATION:

City staff has reviewed the bids as received and has deemed the proposalfrom Aspen Builders Inc. to be responsive.
The proposing Contractors were asked to provide a price for the inclusion of Earthquake and Flood Insurance which
provides protection to the City during construction beyond the limits of those afforded by Liability and Builder's All-Risk
policies. In short, if an earthquake or flood were to occur during construction, the losses would not be covered without
this additional policy. Aspen Builders Inc. provided a price of 51,550.00 for this additional coverage. The City Council, at
its discretion, may choose to include this additional coverage. Considering the offered price, staff would recommend
inclusion of this additional coverage.

AWARD THE TEHACHAPI POTICE DEPARTMENT PROJECT TO ASPEN BUITDERS INC. IN THE AMOUNT OF S2,S80,537.00
AND AUTHORIZE THE CITY MANAGER TO APPROVE ANY NECESSARY CHANGE ORDERS UP TO A MAXIMUM OF 5% OF

THE ORTGTNAT CONTRACT (OR s144,026).

Page 2 of Z



l,"e^{
LAt 11.:iri,ll

COUNCIL REPORTS

MEETfNG DATE: JUNE 24, 2OI3 AGENDASECTION: ASSISTANT CIW MANAGER

TEHACHAPI APPROVED

DEPARTMENT HEAD:-

CITY MANAGER:

TO: HONORABLE MAYOR SMITH AND COUNCIT MEMBERS

FROM: CHRIS KIRK, ASSISTANT CITY MANAGER

DATE: JUNE 19,2013

SUBJECT: WEED ABATEMENT AGREEMENT - KINGSMEN TRACTOR

BACKGROUND

According to Section 8.32.010(b) of the Tehachapi Municipal Code, "no grasses, weeds, or other vegetation

shall be growing above the surface of any lot, place or area or upon any sidewalk area or parkway abutting the
same and all of same shall be cut and removed by June 15 of each year."

When a property owner fails to comply with Section 8.32.010(b), the City may instruct a contractor to mow
the hazardous vegetation in order to abate any serious fire hazards. The property owner is then billed for the
cost of the work (contractor costs plus an administrative fee to cover the City's cost of the inspection) and if
the City fails to receive payment, the cost is recovered by placing a tax lien against the property in the amount
oue.

While the City currently has a contract with one abatement contractor, a second contractor would alow
abatement to occur more quickly. Attachedtothis report, isan agreementwith David Reed, dba Kingsmen

Tractor for weed abatement services.

RECOMMENDATION

APPROVE THE AGREEMENT BETWEEN THE CITY OF TEHACHAPI AND DAVID REED, dba KINGSMEN TRACTOR

FOR WEED ABATEMENT SERVICES



AGREEMENT

THIS AGREEMENT made this _ day of _ 2013, by and
between the CITY OF TEHACHAPI, hereinafter "City", and DAVID
REED, dba KINGSMEN TRACTOR, hereinafter "Contractor,"

WITNESSETH:

WHEREAS, City wishes to contract with Contractor for weed
abatement on various properties throughout the City to be designated by
City from time to time, hereinafter referred to as the "Project"; and

WHEREAS, Contractor wishes to contract with City to perform the
Project and City is agreeable thereto under the terms and conditions
hereinafter described.

NOW, THEREFORE, in consideration of the mutual covenants and
conditions set forth hereinafter, the parties agree as follows:

1. The parties incorporate the foregoing recitals as if fully set
forth herein verbatim.

2. Contractor agrees to perform the Project and to eradicate
weeds and other debris designated by City on lots designated by City
from time to time. Completion of Contractor's performance hereunder
shall be subject to City's approval and acceptance of same.

3. Contractor agrees to perform its obligations hereunder on a
"time and materials" basis and agrees to use the rate schedule attached
hereto as Exhibit'4" and by this reference made a part hereof throughout
the term of this Agreement. Subject to the following, Contractor shall be
paid by City monthly based on written invoices from Contractor. Prior to
payment of any compensation to Contractor, Contractor shall first provide
City with a written invoice setting forth the services performed during the
period described in the invoice and the amounts due and owing. Same
shall first be reviewed by the Community Service Officer and the City
Manager and approved for payment. Thereafter, same shall be
submitted to the Council at the next regularly scheduled meeting for
which the matter can be presented for consideration. Thereafter, upon
approval by the City Council, the invoice shall be paid in the amounts
approved by the City Council within a reasonable time thereafter.

4. The term of this Agreement shall be for 30 days from the
date hereof and shall be automatically renewed for additional successive
30-day periods until terminated by either party upon 10 days prior written
notice to the other party. In the event of such termination, Contractor



shall be entitled to payment of all work completed by Contractor prior to
the date of termination, subject to approval by the City Council. In the
performance of Contractor's duties hereunder, Contractor shall orovide all
vehicles, tools, personnel, equipment, supplies and all such other items
as are necessary or convenient to completing the Project at Contractor's
sole cost and exDense.

5. Contractor, at Contractor's sole cost and expense, shall
maintain throughout the term of this Agreement (i) all Worker's
Compensation Insurance where and in the amounts required by law, (ii) a
Comprehensive General Public Liability Insurance Policy from a company
approved by City for protection against liability to the public arising as an
incident of Contractor's performance hereunder in amounts not less than
$1 million per occurrence and said policy shall be primary insurance
naming City, its officers, councilpersons, employees, contractors, and
representatives as additional insureds and affording City at least 10 days
notice prior to cancellation or reduction of coverage, and (iii) Vehicle
Liability Insurance in amounts not less than those set forth in
Subparagraph (ii) of this Article 5. In the event any such policy shall
lapse or be canceled, City may, at City's sole discretion, terminate this
Agreement without further notice to Contractor. Contractor shall provide
City with a Certificate of Insurance verifying Contractor's compliance with
the foregoing. This Agreement shall not be effective until City has
received and approved same.

6. Contractor hereby indemnifies, agrees to defend, and holds
harmless City, its officers, councilpersons, employees, contractors, and
representatives from any and all claims, demands, suits, judgments,
liability, damages, costs, and expenses arising in any manner out of this
Agreement or occasioned by the performance or attempted performance
of the provisions hereof including but not limited to any act or omission to
act on the part of Contractor or Contractor's employees, subcontractors,
agents, or representatives

7. In addition to any other methods of termination described in
this Agreement, City may terminate this Agreement at any time upon
determination that Contractor is not performing its duties properly or has
otherwise breached this Agreement upon 24 hours prior written notice t
Contractor. In the event of such termination, Contractor shall be entiiled
only to payment for Contractor's performance of its obligations hereunder
to the date of its failure to perform or its breach of this Agreement.

8. Contractor's services are utilized by City only for the purpose
and to the extent set forth in this Agreement and Contractor's relationship
to City shall, during the term of this Agreement, be that of an independent
contractor.

9. In the performance of its obligations hereunder, Contractor

)



acknowledges that Contractor and Contractor's employees,
subcontractors, agents, and representatives may encounter dangerous
conditions either on real property owned or controlled by City, or in the
manner in which Contractor is required to or chooses to perform its
obligations hereunder, or in any other aspect or part of its performance
hereunder. Contractor for itself and on behalf of its employees,
subcontractors, agents, and representatives assumes the risk of same
and hereby waives, releases, and forever discharges City, its officers,
councilpersons, employees, contractors, agents, and representatives
from any and all liability, claims, actions, losses, costs, and expenses
arising out of all injuries, and damages which may be suffered by
Contractor or Contractor's employees, subcontractors, agents, or
representatives including, but not limited to, any of same attributable in
any way to any act or omission to act or any negligence whatsoever,
whether passive or active, by City, or City's officers, councilpersons,
employees, contractors, agents, or representatives. Contractor
represents and warrants that it has read and fully understands the
provisions of Section 1542 ot the Civil Code of California which states as
follows:

"A general release does not extend to claims which the
creditor does not know or suspect to exist in his favor at the
time of executing the release, which if known by him must
have materially affected his settlement with the debtor."

Contractor on behalf of itself and its employees, subcontractors, agents,
and representatives hereby expressly waives and releases any right or
benefit which each has or may have under Civil Code Section 1542.

10. Contractor shall not assign any portion of this Agreement to
any other person or entity.

11. lf any portion of this Agreement shall be considered invalid
by any court of competent jurisdiction, said invalid portion shall not affect
the validity of the remainder of the agreement and the agreement shall
continue in full force and effect as if the invalid portion had not been
included therein.

12. Any notice required under this Agreement shall be effective
immediately upon personal delivery of same in writing to the party to
whom it is directed or upon deposit in the United States mall, first class,
postage prepaid, addressed as hereinafter described or upon facsimile
transmission to the facsimile number hereinafter described or uoon
verbal notification of the party to be notified either in person or by
telephone at the telephone number hereinafter described (unless written
notice is specifically required elsewhere in this Agreement or under the
law). The following shall be used in providing the foregoing notices: City -
City Manager, 115 South Robinson Street, Tehachapi, California 93561 ,

Fax - (661) 822-8559, Telephone - (661) 822-2200; and Contractor -



David Reed, 633 Las Colinas Street, Tehachapi CA 93561, Telephone -
(66'l\ 477 -1376. Any party may change any of the foregoing as it relates
to the party by giving written notice to the other party of the change in the
manner set forth herein.

13. lf any action is commenced between the parties concerning
any provision of this Agreement or the rights and duties of any party in
relation thereto or the interpretation of this Agreement, the prevailing
party shall be entitled, in addition to such other relief as may be granted,
to a reasonable sum for the party's attorney fees in such action.

14. This Agreement may be amended only by a writing executed
by all parties.

15. The parties hereto agree that this Agreement accurately
reflects the agreement of the parties and is the product of negotiations
between the parties, and shall not create a rebuttable presumption
against the party who drafted same.

16. This Agreement contains all of the agreements of the parties
with respect to all matters mentioned herein and no prior agreement or
understanding pertaining to any such matter shall be effective.

lN WITNESS WHEREOF. the parties have executed this
Agreement on the date first hereinabove written.

PHILIP SMITH, Mayor, City of Tehachapi,
California

David Reed, dba KINGSMEN TRACTOR
SERVICES
Contractor
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APPROVED

DEPARTMENT HEAD:-

CITY MANAGER:COUNCIL REPORTS

MEETING DATE: JUNE 24,20T3 AGENDA SECTION: CITY MANAGER

TO: HONORABTE MAYOR SMITH AND COUNCIL MEMBERS

FROM: GREG GARRETT, CITY MANAGER

DATE: JUNE 19,2013

SUBJECT: TRANSIENT OCCUPANCY TAX AUDIT SERVICES

BACKGROUND

According to Tehachapi Municipal Code $ 3.24.100, the City has the authority to audit transient occupancy
taxes (TOT'S) from time to time.

On April 15, 2073 the City approved an agreement with Van Lant & Fankhanel, LLP to ensure that local hotels
and motels were complying with applicable sections of the City's Municipal Code relating to transient
occupancy taxes. This agreement was for a term of one year, not to exceed a cost of 53,000 per hotel.

At this time, staff would like to amend the agreement with Van Lant & Fankhanel which would change the
audit period from one to three years and increase the maximum cost per hotel from 53,000 to 55,000.

RECOMMENDATION

Approve the amended agreement with Van Lant & Fankhanel, LLP and authorize the Mayor to sign.



FIRST AMENDMENT TO AGREEMENT

THIS AMENDMtrNT (the "First Amendment") made this _ day of
2013, by and between the CITY OF TEHACIIApI (the "City"), and

VAN LANT & FANKHANEL, LLp, a Califomia Limited Liabilitv profession (the
"Consultant"),

w!TNESSETH:

WHEREAS, City and Consultant entered into that certain agreement dated
April 15, 2013 to conduct audits of transient occupancy taxes paid by hotels (the
"Agreement") and the parties wish to amend same under the terms and conditions
hereinafter described.

NOW, THEREFORE, the parties amend the Agreement as follows:

1. The parties incorporate the foregoing recitals as if fully set forth
herein verbatim.

2. The capitalized terms used herein shall have the same meaning as in
the Agreement unless otherwise specifically described herein.

3. The parties hereby replace Exhibit the Agreement with
Exhibit "A" attached hereto and by this reference made a part hereof.

4. The parties hereby replace the first sentence of Paragraph 4 with the
following: "Consultant shall be paid a fee (the "Fee") ofnot to exceed $5,000.00
per hotel."

5. Except as amended herein, the Agreement, and each of its terms and
conditions shall remain in full force and effect. Any inconsistency or ambiguity
between this First Amendment and the Agreement shall be resolved in favor of this
First Amendment.

6. This First Amendment may be executed in counterparts. A facsimile
or electronic copy of this fully executed First Amendment shall be as effective as
the original lor all purposes.



IN WITNESS WHEREOF, the parties have executed this First
Amendment to be effective on the date first hereinabove written.

PHILIP A. SMITH, Mayor, City of Tehachapi,
Califomia, "City"

VAN LANT & FANKHANEL, LLP,
a Califomia Limited Liabilitv Profession.
"Consultant"

GREG FANKHANEL, Partner
By:
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EXHIBIT ''A''

W':lfilfr"',itrrr
me 14.20ll

Hannah Chug, Finance Director
City ofT€hrchapi
I 15 S. RobilioD Strect
Tcbchrpi, cA 93561

Dc.r Ms ChsB:

W. arc plcas.d to .onfirm our undsrandrng o f fte nature ard timit rions of rhe sricca we nr€ ro provid. for the
Crry olTehachapi

We will Npply cerhin &8r.€d-qon procedurcs. which narngen€nt of rhe City has rpecilicd, listcd in rhc anached
scMule, to selected hotels wirhin thc Citt, fof tle yars ended Dectlnb€r 3 t, 2010, December tt, 20t l. and
Deccmber 31, 2012. fiis engag€mcnl is solely lo dsrst managenenr in deGminitrS whethe. locat horets and
motcls are complyibg with applicable se.liom oflhc Cityt Municip.t Codc rclatinS to transienr o.cupancy raxes
(ie., accurtely r€porhg and rcrn[tirg their rransimt occupancy rales to ihe Ciry). Our .ngrg.nmt io .pply
aSreed-upon p.oc.dur€s pill be p€rforrDcd in ac.odance with liardlrds csr.blisled by rhc Arn€rican lftrrllne of
Certified hrblic Ac'ouniatrts. Th€ sumciency of the procedures is solety rhe rcspoDibility of rhos€ pam.s
sp€cified in lhe rEpori- Conlequqrly, we mate no rcges€ntaiion regarding thc sullicicncy of rle proctdur€s
d€$rib€d in fie anached scb€dule cith€r for rhe pu'poce for which rhts repon has bc€n r€quesred or foruny orh.r
purpose. If for any reoson. ee are unlble to complere rhe pocedu€s, wc wilt dcscribc any rcstndims oo me
pefforlnlllce of lh" proccdures u ou| repori, or *itt nor iss'* a report !s a rcsult of thrs dgaSemcnr.

Bi.su! lhc ag$d-upon prcedures lisled in rhe &dach€d schedulc do nor co {in& !n audrr. we wilt nor !x!I!6s
an opin|ot oo th. hot.l!' cohpliance with thc Cit's Municipal Code. ln addirion, wc h3ve no obligarion io
perfofin any pr@eduGs bcyond those listd io $e arachcd schedute.

We will submil a i€por1 lislinS thc procedwes perforn d and our findm8., This reF)d i. inrcnded sotety for lhe
informalion ed ulo of thc City's manaScmcnl, and ir rot inrended to be nd shoutd not b€ used by anyo.c oln€i
|han thn sp€cih€d party. Our repon vill confriD a plragrapb indrcaling rhat had we perfo.rncd additiooal
proccdures, o$e! malters might hav€ con€ ro ou atiention $at woutd hrve b€en rcporlcd to you.

We llan lo tegin our procedu.B in June 2013 We wlt lssoe ! dnl r€port shorrly an6 lhe conpt€tion ofoui
ficldwo* and lh. ftnal report will bc issued anet rcview by thc Ciry's sl!ff. Our csrimaled roiat ieqe for lhcs.
s€nices wn: Ilnse fi'om 54,000 lo 1J,000 pcr hotet. Creg and Bre! s.:lt be p.rfomring rhes€ serviccs ar rn hourly
late ofsl9o. Orr trnvcl costs will b€ incorpontcd itrlo our holnly nte.

3



Our prcposl is based on 1fie anticipnled cooperatron Aom hotet persouEt and th€ assumption ria! hexperd
crrcumstanes wrll not be encounlerd duina rl€ elryagenetrr. Ilsignificarl addil onal dne is ne.essary, ;e witl
orscuss rne rssues w h you belore proceedrrg.

we appreciate the opportumry b asisl you add heli€v. rh|s I.[.r rccurarety sunmarizE lhe significanr lenns of
ou! engaSmerl If yo hav. rny qoesrims, pleae let us know. If you agre€ with the t .ms of our engasemenr !s
describ€d in lti! letter, pl€ase srgn the eftlosed copy snd ren m n to us. U rhe need for additionat sefttG uss,
ou aScem.nl *ith you will ne€d (o be revised_

VAN I-ANT & FANK}IANEL, LLP

/.",L* + Y"^tt*r/,//f
Cedilied Public Accountarl

RtiSPONSE:

Thi! lener cmreclly set! fonh rhe ljndelltanding of 0te Ciry of Tcnachrpi.

By:
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CrtyofTehachapi
,{si€ed-Upon Procedures

!4!!i!$ qcrrgelpJ-IllcgD&dclq!

| . OblNtu and rcview $€ Ciry s Msicipal Code relaling lo TOT.

2 vdiry the mlh€mdtal a.curacy ard rimelines ofransiedt occupdcy rcpons fiicd wdh thc Ciry for rh.
applicabl€ p€riod

L Tn e the 8rcss FwnNs Eported on irE Tm rctu|r' prcprEd by thc tlot l to gr6s rcvcnw5 Go'ded jr fie
Hotel's accounling records and lerify thit these were in accordame wilh th. City's Municipal Cod.-

4. Selst a sdrpl€ of mtal tr&srctions during rhr appli@bb pc.iod .rd for @ch traMction selecred, sify lax
conpdrtioN ud t cc t!. a@.ts of ental ft@es rld TOT coller€d ro fie bootr and rccords of rhe holel.

5. Review lh€ intemal .onlrol prmedurcs of (he Hotsl to dclermme th€ followinS:

a. llow "gross r.nls" and'wollecled rcnts 'were sccounied for md rcponed lo the City.

b. What procedB were in place lo idenlify transienl dd non-rransient gu6ts.

c How exenptons, includrng conplirn€nt ry roons, w* docunentql and rcponed to th€ Citr

6. Review lhe supponirg documentdtioD for exEmptions clairrd on lhe TOT r€tums.

?. Inquirc how the Hotel hedles Gnations md payments made online throlgh a third party slch as
EaFdir.con aod how the TOT eas colleled aod rQorted to tlE City o thse tffsaction!.

E. E$min. ih€ Horcl's "Business Lice6e" and d€temir€ whe$er ir w.s posled in a .onspi.uo6 pl@.

9. Perform addrronal procedrE! that ar€ considered n cessa.y to vcflt the reasonableness of reponed
r€vcntr4s of lhe Hotel opemto..
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COUNCIL REPORTS

MEETING DATE: JUNE 24,2013 AGENDA SECTION: CIW MANAGER

(:lrr ili

TEHACHAPI APPROVED

DEPARTMENT HEAD:

CITY MANAGER:

TO: HONORABLE MAYOR SMITH AND COUNCIT MEMBERS

FROM: GREG GARRETT, CIW MANAGER

DATE: JUNE 19,2013

SUBJECT: FIVE YEAR BUDGET FOR FISCATYEARS 2013/14THROUGH2OtTlLg

BACKGROUND

At 4:OO pm on Monday, June 24th, the five-year budget for fiscal years 2Ot3/74 through 2017 /L8 was

presented to the Council and the public. The final budget amount presented for fiscal year 20L3lL4 is

5L9,749,555 and preliminary budget amounts for 2ol4/r5, 2oL5/L6, 2016/17, 2OL7 /L8 are s13,440,387,

S1G,020,518, 513,600,639 and 514,270,304 respectively. Staff believes that all questions and concerns raised

during the budget workshop were addressed and answered.

OPTIONS

1. Approve the five-year budget for fiscal years 2OL3/L4 through 2OL7 /t8 as presented.

2. Modify the five-year budget and re-present it at a later date.

RECOMMENDATION

Approve and adopt the proposed resolution for the City's final budget for fiscal year 20L3/I4 and preliminary

budget for fiscal years 2014/15 through 2OI7 /18 as presented'



CITY OF
TEHACTL{PI

RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY
OF TEHACHAPI APPROVING AND ADOPTING THE
CITY OF TEHACHAPI'S BUDGET FOR THE FISCAL
YEAR 2013-14, THE PRELIMINARY BUDGET FOR
FlscAL YEARS 2014-15,201s-16, 2016-17 AND 2017-
18

WHEREAS, the City Council of the City of Tehachapi did review and hold
public meetings on the Budget and Preliminary Budget for Fiscal Years 2013-14
through 2017-18, at City Hall, 115 South Robinson Street, at which time said Budget
and Preliminary Budget were modified, revised, corrected, amended and changed,
and matters pertaining thereto, were heard and considered; and

WHEREAS, the City Council wishes to approve the Budget for Fiscal Year
2013-2014 and the Preliminary Budget for Fiscal Years 2014-15 through 2017-18;
and

WHEREAS, the City Council of the City of Tehachapi has heretofore, or
hereafter will, raise sufficient revenues to finance and balance said Budget.

NOW, THEREFORE, BE lT RESOLVED by the City Council of the City of
Tehachapi as follows:

SECTION 1. The foregoing recitals are true and correct.

SECTION 2. The Budget of the City of Tehachapi for Fiscal Year 2013-14, as
amended, modified, revised, and corrected by the City Council, is hereby approved
and adopted, including the specified amounts for each of the various funds,
departments, programs and accounts as set forth.

SECTION 3. The Preliminary Budget of the City of Tehachapi for Fiscal Year
2014-15 through 2017-18, as amended modified, revised, and corrected by City
Council, is hereby approved and adopted.

SECTION 4. The Budget and Preliminary Budget for the City of Tehachapi,
for the Fiscal Years 2013-14 through 2017-2018, as amended, modified, revised and
corrected by the City Council, shall be placed on file in the office of the City Clerk
and shall be open to public inspection.

SECTION 5. The Finance Director is hereby authorized and instructed to take
all steps necessary to implement this resolution in accordance with the provisions of
the Budget.



CITY OF
TEHACHAPI
LEGAL DEPARTMENT

sEcrloN 6. without prior approvar of the city councir, the city Manager
shall have the authority to transfer appropriations of up to $10,000.00 from program
to program but not from fund to fund, except shifts in appropriations reiating to
personnel, provided that any transfer of more than such amount or any transfer fiom
fund to fund (except as relates to personnel) shall be approved by the city council.

sEcrloN 7. The city Manager shail approve the Encumbrances and
continuing Appropriations from Fiscal year 2012j13 which shall become part of the
City Budget for Fiscat Year 2013-14.

SECTION 9. The Budget for Fiscal year 2013-14, as submitted, amended,
modified, revised, corrected, gdopted and filed by the city council, shall be the city
Budget for Fiscal Year 2013-14 and is subject to the requirements of Article Xlll B of
the California Constitution.

SECTION 10. The Budget for Fiscal year 2T'lg-14, as submitted, amended,
modified, revised, corrected and adopted by the city council includes appropriations
which are subject to and are within the Appropriations Limit established'for t'he fiscal
year 2013-14.

sEcrloN 11. The city councir hereby appropriates any revenues in excess
of expenditures to meet contingencies for undetermined operating and capital
exoenses.

PASSED AND ADOPTED by the City Council of the City of Tehachapi at a
Special Meeting this 24th day of June 2013 by the following vote:-

AYES: COUNCIL MEMBERS:

NOES: COUNCIL MEMBERS:

ABSENT: COUNCIL MEMBERS:

ABSTAIN:COUNCIL MEMBERS:

PHILIP SMITH, Mayor of the
City of Tehachapi, California



CTTY OF
TEHACHAPI

ATTEST:

DENISE JONES, CMC
City Clerk of the City of Tehachapi

I hereby certify that the foregoing resolution was duly and regularly
adopted by the City Council of the City of Tehachapi at a Special Meeting thereof
held on June24,2013

DENISE JONES
City Clerk of the City of Tehachapi
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