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McGladrey LLP ("McGladrey”), is pleased to have the opportunity to continue to build our relationship with
the City of Charlotte (“City") and present our qualifications, firm experience, and ideas for a turn over
review for the airport for the City. Our goal is simple; we will demonstrate that (1) we understand your
business, along with the significant risks and challenges you encounter on a daily basis, and (2) the
engagement team we assembled is uniquely the most qualified in providing internal audit services to
large complex public sector organizations similar to that of the City. We fully understand the services to
be provided.

McGladrey is one of the nation’s largest accounting firms. We are a diversified practice in more than 100

cities across the United Staies. The Firm is comprised of more than 8,000 professional staff.
Internationally, the Firm is known as RSM International and is represented in 75 countries by established
firms offering the combined skills of over 20,000 professional staff in nearly 800 offices. Our roots in
North Carolina go back fo the early 1900s -~ we have served clients from our Greensboro office since
1908. We now setve our clients from eight other offices located in Charlotte, Greenville, Morehead City,
New Bern, Raleigh, Rocky Mount and Wilmington. This proximity of offices provides increased industry
focus and improved client service delivery. Qur professionals are extensively involved with our clients
through their implementation of a hands-on approach to providing high-quality service. Presented below
is a table of the top accounting firms in the United States as reported by Inside Public Accounting.
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The combination of local presence and naticnal strength assures that you will receive exceptional advice
from professionals experienced in the industry, prompt responses to your needs and questions, and
timely and cost-effective delivery of services. With national firm resources and a local firm service
philosephy, the City gets “The Best of Both Worlds.” Being a national firm, we are large enough to offer
the breadth of services fo address a variety of needs the City may have. You get the benefit of our
knowledge first-hand, one-on-one. Through our local firm service philosophy, we design every audit
specifically to meet the needs of our clients, and have the ability to continuously modify our approach as
changes occur affecting our clients providing greater value and efficiency in the audit.

Government auditing and accounting is one of the most dynamic aspects of public accounting. Qur firm
has made the public sector industry one of its main industry focuses, which includes municipalities,
school districts, not-for-profits, and other governmental entities. In fact, the public sector represents one
of our largest industries in the Southeast. We serve over 2,700 such organizations across the country,
including over 600 government clients. We recruit and hire individuals who are passionate and
committed to the industry - individuals who want to assist ciients in achieving their goals. Internal Audit is
a core competency of our business and our largest service line in our Consulfing practice. We have deep
methodologies and the right tools to serve you. Our Internal Audit professionals provide services to over
500 clients naticnally.

McGladrey has a dynamic group of professionals dedicated to providing auditing services to governments
in the Southeast. In fact, this group of individuals in our public sector spends 100% of their time serving
large complex governmental organizations such as the City. These leaders include Certified Public
Accountants, Certified Fraud Examiners, Certtified Information Systems Auditors and Certified Internal
Auditors that have been providing attest and auditing services in the government arena for over 20 years.

Phase 1 of this review would target the core high-risk focus areas identified by management as outlined
below. We would be using the approach noted in the following schematic. After the appropriate interviews
for the core high-risk focus areas, we would conduct a high level analysis of each function and perform
sample testing of compliance and process. Initial analysis will be designed under the expectation that
applicable policies and procedures are being followed and relevant controls are appropriately designed and
functioning. Based on the results of our Phase 1 testing and communication with, and approval of,
management, additional testing can be petformed which would include a deeper analysis and expanded
testing on selected focus areas already subjected to the Phase 1 review. Additionally, management may add
additional functions to Phase 1 testing (see chart below) at any point.




The following are identified as the initial Phase 1 core high-risk focus areas identified for testing:

Billing and Reventies to inclide Rental Agreements and Contract Management- =~ "/

s We will conduct interviews, facilitated sessions, ‘walk-throughs’ and produce maps of the
processes (flowcharts) related to the procedures put into place around the rental
agreements, contract management and billing fo gain and document our understanding.
These should be conducted and completed over a 2 day period based on availability of
management and key process owners.

» From those vetted process maps, we will assess the design of those processes as they
relate to internal controls and risks. Any confrol gaps noted will be identified at that time.

o Nexi we will select a sample using judgment and management input and perform detailed
testing to determine the effectiveness of the controls in place.

s  Throughout these steps we will communicate with management our findings and progress.

® A detatled report waii be prowded lncludlng recommendaﬂons and any ldentnfled fmdlngs

Internal Contro.'s and Pro;ect Accountmg and Capttol Asset Accountmg, to mclude Grant
‘Budgeting & Accounting R R e - L

Consistent with the procedures above, this process would include:

=« Documenting our understanding of internal controls, and project accounting and budgeting
through facilitated sessions and interviews to produce a map of the process.

«  Utilizing the process maps, we would assess the effectiveness of the process design for risks
and confrols, identifying control gaps as applicable.

o Next we would select a judgmental sample and perform detailed testing to determine the
effectiveness of the controls in place.
Throughout these steps we will communicate with management our findings and progress.

A detailed report will be prowded mc!udmg recommendatlons and any |dent|f:ed fmdlngs _

'Atrport Spec:al Statements Reconc.'hatron w:th the CAFR-

Our financial reporting subject matter experis will assist management in creating a "cross walk’
between the airperts’s internal financial reporting, the audited standalone airport financial statements,

and the reconclllahon of the standalone fmanmal statements With the City s CAFR

'Contract Facmty Charges

We Wl|| re\new for accuracy and comphance

Debt Management

We will focus on t[mely expendlture of bond proceeds and private acttwty use llmitatlons

Expense Retmbursements to the City

This will entail the review of costs reimbursed to the City and allocations of indirect and other
costs to the Airport.

If Management desires, Phase 1 can be expanded fo include the following areas within our review under
the same approach noted above:




Our rates per hour are noted below. Based on the 3 initial Phase 1 core high risk focus areas noted
above, we estimate that our fee would range within $64,000 to $84,000, plus out of pocket expenses
depending on circumstances encountered. This does not include a compliance review of the
USAirways contract. You acknowledge that this is our good faith estimate based upon our
understanding of the engagement assumptions and the facts and circumstances we are aware of at
this time. The fees may be different based upon circumstances we or you become aware of as the
project progresses. Fees for services of this type are always difficult to estimate and the work is most
efficiently performed with one team continuously in the field rather than stopping and re-starting. Cur
fee estimates are based on management's stated goal of identifying areas to be tested and having
testing completed in conjunction with Phase 1. If circumstances are encountered that affect our ability
to proceed according to the plan cutlined above, such as major scope changes, loss of key Client
personnel, unavailable information or undetermined or requested scope changes during our scoping
efforts, we will inform you promptly and seek your approval for any changes in scope, timing or fees
that may result from such circumstances. Attached please find our standard general terms and
conditions.

‘Staff Level = | ' Hourly Rate
Partner/Director $250
Specialist $225
Manager $225
Senior ! Staff $150

As noted in the scope of services above, the first step of our review includes conducting interviews and
facilitated sessions with selected members of management and key process owners. We can start those
sessions as soon as the week of September 30", From those sessions, we can have our detailed
request list to you within a week. This will include the draft process map for your review and approval,
Once we receive notification that the process owners are ready for us, our sample selection and detailed
testing should be conducted and completed in two weeks’ time. We would require an additional week or
two for any wrap up and report writing and then be ready for our exit conference. We understand the
staff we will be working with are very busy and we strive to be efficient and respectful of their time and
efforts. Our timeline can be as flexible as possible however we will not be able to complete the review
without sufficient time from those key process owners and management. Thus we will actively
communicate with our liaison of our progress and any issues throughout the engagement.

We would like to emphasize one final point: We want to be your trusted advisor. Our clients will tell you
that McGladrey provides more than just audits. We look “beyond the numbers” to identify insights that add
value to your organization. Given the challenging economic fimes we are in, we realize and appreciate
the need for governments to obtain real value for their purchases of goods and services. We have been
able to benefit from our expertise and knowledge serving governments. Through our in-depth knowledge
and understanding of the audit and business risks affecting governments, we are able fo execufe a very
effective and efficient risk-based audit approach. Consequently, we are able to be very price competitive,
resulting in savings which have been passed on to our clients. This means you will obtain the extensive
resources and expertise of a national firm together with a very competitive fee structure similar to that of a
local firm.




“The Power of Being Understood” is our brand promise and speaks directly to how we differentiate
ourselves in the marketplace. By bringing together the collective talents, scale and power of the firm, we
make a commitment to consistently seek and deliver deeper understanding of your needs, desires and
challenges through every interaction. We believe McGladrey is the best choice to serve the City.

Respectfully Submitted,

MCGLADREY LLP

W, s Commom

W. Louis Cannon
Partner

Acknowledged and accepted:

City of Charlotte, North Carolina

By. Q C’)M - Date: q/-z '7// A

Authorized Representative




General Business Terms

These General Business Terms (the “Terms™) will govern the services provided by McGladrey as described in the
Engagement Letter or Proposal (the “Engagement Letter or Proposal™) executed by Client and McGladrey in which
these Terms are included. These Terms, together with the Engagement Letter or Proposal and any of its
attachments, constitute the entire understanding and agreement between Client and McGladrey with respect to the
services described in the Engagement Letter or Proposal (collectively, the “Agreement™), supersede all prior oral and
written communications, and may be amended, modified or changed (including changes in scope or nature of the
services or fees) only in writing when signed by both parties. If there is a conflict between these Terms and the
terms of the Engagement Letter or Proposal, these Terms will govern,

I, Confidentiality With respect to any information
supplied in connection with this Agreement and
designated by either party as confidential, or which
the recipient should reasonably believe is confidential
based on its subject matter or the circumstances of its
disclosure, the recipient aprees to protect the
confidential information in a reasonable and
appropriate manner, and use and reproduce the
confidential information only as necessary to perform
its obligations under this Agreement and for no other
purpose. The obligations in this section will not apply
to information which is: (i) puoblicly known; (i)
already known to the _recipient; (iil} lawfully
disclosed by a third party; (iv) independently
developed; or (v) disclosed pursvant to legal
requirement or order. Subject to the foregoing, the
recipient may disclose the confidential information
on a need-to-know basis to the recipient’s
contractors, agents and affiliates who agree to
maintain its confidential nature,

2. Deliverables (a) Upon full payment of all amounts
due McGladrey in connection with this Agreement,
all right, title and interest in the deliverables set out in
the Engagement Letter or Proposal will become
Client’s sole and exclusive property, cxcept as set
forth below. McGladrey will retain sole and
exclusive ownership of all right, title and interest in
its work papers, proprietary information, processes,
methodologies, techniques, ideas, concepts, trade
secrets, know-how and software, including such
information as existed prior 1o the delivery of the
services and, to the extent such information is of
general application, anything which McGladrey may
discover, create or develop during the proviston of
services for Client. Except for software owned by
and/or proprietary to McGladrey, to the extent the
deliverables contain  McGladrey’s  proprietary
information, McGladrey grants Client a non-
exclusive, non-assignable, royalty-free license to use
it in connection with the deliverables and the subject
of the Engagement Letter or Proposal and for no
other or further use. To the extent the deliverables
contain the proprietary information of a third party,
Client agrees to comply with such third party’s terims
of license as the same are communicated to Client.

All licenses to software (including any enhancements
to software) will be licenses to object code only.

(b) Client acknowledges and agrees that any advice,
information or work product provided to Client by
McGladrey in connection with this engagement is for
the sole benefit and use of Client.

3. Warranty McGladrey warrants that the services
will be performed with reasonable care in a diligent
and competent manner. McGladrey’s sole obligation
will be to correct any nonconformance with this
warranty or, if McGladrey cannot correct the
nonconformance, to refund to Client the amount paid
to McGladrey for the portion of the services or
deliverables that does not conform to this warranty;
provided that Client gives McGladrey writlen notice
within thirty (30} days after the services are
performed or, if applicable, deliverables are
delivered. The notice will specify and detail the
nonconformance and McGladrey will have a
reasonable amount of time, based on its severity and
complexity, to correct the nonconformance. Except
for assistance provided by subcontractors or entities
affiliated with McGladrey as explicitly identified to
Client, McGladrey does not warrant and is not
responsible for any third-party products or services.
Client’s sole and exclusive rights and remedies with
respect to such third-party products or services are
against the third-party vendor and nof against
McGladrey.

THIS WARRANTY 1S MCGLADREY’S ONLY
WARRANTY CONCERNING THE SERVICES
AND ANY DELIVERABLE, AND IS MADE
EXPRESSLY IN LIEU OF ALL OTHER
WARRANTIES AND  REPRESENTATIONS,
EXPRESS OR IMPLIED, INCLUDING ANY
IMPLIED WARRANTIES OF
MERCHANTABILITY, FITNESS FOR A
PARTICULAR PURPOSE OR OTHERWISE, ALL
OF WHICH ARE HEREBY DISCLAIMED.

4. Indemnification (a) Fach party agrees to
indemnify, hold harmless and defend the other from
and against any and all claims, actions, fees,
expenses, costs, damages, losses and liabilities
(including reasonable attorneys’ fees) (collectively,




“Liabilities™) for bodily injury or death of any person
or damage to real or tangible personal property which
the other party may sustain or incur, to the extent
such Liabilities result from the negligence or willful
misconduct of the indemnifying party, its employees,
agents or representatives.

(b} McGladrey agrees to indemnify, hold harmless
and defend Client from and apgainst any and all
Liabilities to the extent such Liabilities result from
the infringement of any third party’s intellectual
property by any deliverables provided under this
Agreement. The foregoing indemnification will not
apply to the extent any infringement results from: (i)
the use of the deliverables other than in accordance
with the terms of this Agreement and any applicable
documentation or  instructions supplied by
MecGladrey; (if) any modification to the deliverables
not expressly agreed fo in writing by McGladrey; or
(iii} the combination of the deliverables with any
materials not provided or expressly approved by
McGladrey.

5. Liability Except for each party’s indemmnification
obligations under this Agreement, the fotal liability of
Client and McGladrey (and their respective affiliates,
partners, officers, directors, employees, contractors,
agents and representatives) relating to this Agreement
will in no event exceed an amount equal to the fees
paid (in the case of McGladrey’s liability) or owing
(in the case of Client’s liability) to McGladrey under
this Agreement. In no event will Client or
McGladrey (or their respective affiliates, partners,
officers, directors, employees, contractors, agenis or
representatives) be liable for any special,
consequential, incidental, punitive or exemplary
damages or loss {nor any loss of profits, savings,
data, use of software or hardware or business
opportunity, or interruption of business) even if
advised of the possibility of such loss.

6. Termination (a) Either party may terminate this
Agreement at any time, with or without cause, upon
fifieen (15) days® prior written notice to the other
party.

(b) If Client terminates, the Client will pay
McGladrey for all services rendered {(including
deliverables and products delivered), expenses
incurred and commifinents made by McGladrey
through the effective date of termination.

7. General (a) Except for the payment of money,
neither party will be liable for any delays or failures

in performance due to circumstances beyond its
reasonable control.

(b) No term of this Apreement will be deemed
waived, and no breach of this Agreement excused,
unless the waiver or consent is in writing signed by
the party granting such waiver or consent.

(¢) Neither party may assign or transfer this
Agreement without the ofher party’s prior written
consent, except in connection with (i) the sale of all
or substantially all of the party’s assets or a line of
business sale; {ii} the sale of a majority of the capital
stock of the party or (iii) the merger of the party with
another entity. In each such instance, the party may
transfer the Agreement to the acquirer or surviving
company (in the case of a merger).

(d) Any notices given pursuant to this Agreement
will be in writing, delivered to the addresses set forth
in the Engagement Letter or Proposal {unless
changed by either party by notice to the other party),
and will be effective upon receipt.

(e) If any term or provision of this Agreement is
determined to be invalid or unenforceable, such term
or provision will be deemed stricken, and all other
terms and provisions will remain in full force and
effect.

(f) Each party is an independent contractor and not an
employee, agent, joint venturer or partner of the
other.

(g) McGladrey may from time to time use third-party
subcontractors and service providers, or affiliates,
including related entities, located within or cutside of
the United States, to assist it in delivering specific
products or services to Client. In such cases and
except as provided herein, McGladrey will continue
to be responsible for the obligations set forth in these
Terms. The management of and all financial
arrangements  with  subcontractors  will  be
McGladrey’s responsibility.

(h) The terms of this Agreement which by their
nature are 1o survive this Agreement will survive its
expiration or termination.

(i) The parties acknowledge that they may correspond
or convey documentation via various forms of
electronic transmission (including, but not limited to,
e-mail, FTP, and cloud-based sharing and hosting
applications) and that neither party has control over
the performance, reliability, availability or security of



these electronic transmission methods. Therefore,
neither party will be liable for any loss, damage,
expense, harm, disclosure, or inconvenience resulting
from the loss, delay, interception, corruption,
disclosure, or alteration of any electronic
transmission due to any reason beyond its reasonable
control.

(j) Neither party intends that there be any third-party
beneficiaries to this Agreement.

(k) Neither party will use the ofher party’s naine,
trademarks, service marks, logos, trade names and/or
branding without such party’s prior written consent.
Notwithstanding the foregoing, MecGladrey may
mention Client’s name and provide a general
description of the engagement in McGladrey’s client
lists and marketing materials.

(1) The parties agree that this Agreement and any
dispute or claim arising out of or relating to this
Agreement or the services will be governed by and
construed in accordance with the laws of the state of
North Carolina without regard to such state’s laws of
conflicts. The parties agree that all litigation or other
Iegal proceedings under this Agreement will be
brought in the state or federal courts located therein.
The parties agree to this choice of law, jurisdiction
and venue, and waive the defense of an inconvenient
forum. Additionally, the parties waive trial by jury
and agree that any dispute or claim should be
resolved by a judge without a jury.

{m) Any action against either party by the other in
connection with this Agreement must be brought
within eighteen (18) months after the cause of action
arises.
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