Terry E. Krieg, CPA

Certified Public Accountant

January 26, 2018
Ms. Susie Holmes
Finance Manager
City of Cloverdale
124 N. Cloverdale Blvd.
Cloverdale, California 95425
Dear Ms. Holmes:
I am pleased to confirm our understanding of the services I am to provide to the City of
Cloverdale for the fiscal year ending June 30, 2018. I will audit the financial statements of the
governmental 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 Cloverdale as of and for the fiscal year ending June 30, 2018. Accounting standards generally
accepted in the United States of America provide for certain required supplementary information
(RSI), such as the management's discussion and analysis (MD&A) to supplement the City of
Cloverdale's basic financial statements. Such information, although not a part of the basic
financial statements is required by the Governmental Accounting Standards Board (GASB) who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic or historical context.
As part of my engagement, I will apply certain limited procedures to the City of Cloverdale'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 measurement's responses to my
inquiries, the basic financial statements, and other knowledge I obtained during my audit of the
basic financial statements.
I will not express an opinion or provide any assurance on the information because the limited
procedures do not provide me 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:

1.
2.
3.
4.
5.
6.

Management's Discussion and Analysis (MD&A)
General Fund Budgetary Comparison Schedule and related reconciliation to GAAP Basis
Financial Statement of Revenues and Expenditures
Major Special Revenue Fund Budgetary Comparison Schedules
Other post employment benefits schedule of funding progress
GASB 68 net pension liability and contribution schedules
GASB 75 Other Post Employment Benefit Net Liability

have also been engaged to report on supplementary information other than RSI that
accompanies the City of Cloverdale's basic financial statements. I will subject the following
supplementary information to the auditing procedures applied in my audit of the basic financial
statements and certain additional procedures including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the financial statements themselves, and other additional 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 basic financial statements as whole.
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Agenda Item Title
Adoption of a resolution No. 010-2018, approving the engagement of Terry E. Krieg, CPA, to perform auditing
and financial reporting services for the fiscal year ending June 30, 2018.
Summary
The City’s auditing services agreement with Terry Krieg, CPA, expired following the completion of the audit
for fiscal year 2016/17. Mr. Krieg completed the audits for Fiscal Years 2010/11, 2011/12, 2012/13, 2013/14,
2014/15, 2015/16 and 2016/17. Staff was very pleased with Mr. Krieg’s work and would like to engage his
services to complete the audit for Fiscal Year 2017/18. In addition to the financial statements, Mr. Krieg’s
proposal is to also complete the annual financial transactions report with the State Controller’s office. Staff
believes that Federal expenditures will be below the $750,000 threshold, so it should not be necessary to
complete the required Audit of Federal Financial Assistance Programs report which normally costs $4,500.
Mr. Krieg’s price for the financial statements will be $24,950, the State Controller’s report will be $5,000, for
a total of $29,950. Mr. Krieg has not increased the fees for his services during the term of his engagements.
According to State of California Assembly Bill 1345 §12410.6 Commencing with the 2013-14 fiscal year, a
local agency shall not employ a public accounting firm to provide audit services to a local agency if the lead
audit partner or coordinating audit partner having primary responsibility for the audit, or the audit partner
responsible for reviewing the audit, has performed audit services for that local agency for six consecutive
fiscal years. For purposes of calculating the six consecutive fiscal years, the local agency shall not take into
account any time that a public accounting firm was employed by the local agency prior to 2013-14 fiscal year.
Based on this information, the City of Cloverdale will require another auditor for subsequent fiscal years.
Mr. Krieg is being recommended because staff is confident that he can best meet the needs of the City.
Options
1. Adopt a resolution approving the engagement of Terry E. Krieg, CPA to perform auditing and financial
reporting services on behalf of the City of Cloverdale for the Fiscal Year 2017/18.
2. Give direction to staff for engagement of consultant for auditing and reporting services.
Budget/Financial Impact
The $29,950 proposal will be included in the 2018/19 budget.
Subcommittee Recommendation
This item was not taken to the Finance, Administration, Police Subcommittee.
Recommended Council Action
Adopt a resolution No. 010-2018 approving the engagement of Terry E. Krieg, CPA to perform auditing and
financial reporting services for the fiscal year ended June 30, 2018.
Attachments:
1. Resolution approving the engagement of Terry E. Krieg, CPA, to perform auditing and financial
reporting services for the Fiscal Year 2017/18, including Exhibit A.
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