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EXECUTIVE SUMMARY
This annual audit of E-Verify Compliance, included on the Council-approved FY 2013/14 Audit
Plan, was conducted to comply with a state requirement for the City to randomly verify its
services contractors’ and subcontractors’ compliance. The audit tested selected City
contractors’ and subcontractors’ compliance with the state law requiring their use of the
federal E-Verify program to confirm employment eligibility of their new hires working on the
City’s contracts.
From more than 800 City service contractors identified as paid in FY 2012/13 and not
previously tested, we randomly selected 10 to test. Of these 10 selected contractors, 3 used
the services of 59 different subcontractors. Auditors also selected 9 of these 59
subcontractors for E-Verify testing.
One of the 10 sampled contractors did not provide the required E-Verify documentation for its
employees. The City Attorney’s Office notified this contractor that providing documentation
of E-Verify compliance was necessary or the current contract would be terminated. After the
contractor failed to respond, the contract was terminated. Another contractor was unable to
provide E-Verify documentation for 4 of its former employees, and a third contractor had not
performed employment eligibility verification for 2 of 13 employees.
The remaining 7 contractors and 9 subcontractors selected for review provided information
showing that they had used E-Verify for their employees who worked on City contracts or the
employees had been hired prior to the requirement’s effective date.
Finally, while the City’s Human Resources Division generally uses the E-Verify program for
new hires, records management and timeliness can be improved.
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BACKGROUND
Since 2010, after Arizona’s Legal Arizona Workers Act (LAWA) went into effect, the City
Auditor’s office has completed an audit of City vendors’ compliance with the required use of
the federal E-Verify system. This audit of E-Verify Compliance was included on the Councilapproved FY 2013/14 Audit Plan.
The City is required by state law to conduct random
verification of the employment records of its service
contractors to ensure compliance with required use of the EVerify employment eligibility program. Under LAWA, the
Arizona Legislature has made it unlawful for any employer to
intentionally or knowingly employ an unauthorized alien.
“After September 30, 2008, a government entity shall not
award a contract to any contractor or subcontractor that fails
to comply with section 23-214, subsection A.” Arizona
Revised Statutes (A.R.S.) §23-214(A) specifically requires
every employer to use the federal E-Verify program to
confirm the employment eligibility of every employee hired
after December 31, 2007. 1

After September 30, 2008,
“Every government entity that
enters into a contract shall
establish procedures to conduct
random verification of the
employment records of [its]
contractors and subcontractors
to ensure that [they] are
complying with their warranties
[of complying with federal
immigration laws and
regulations that relate to their
employees and compliance with
A.R.S. §23-214(A)].”

SOURCE: A.R.S. §41-4401(B)
Further, the state law provides that every government entity
that enters into a service contract is required to establish
procedures to conduct random verification of the employment
records of its contractors and subcontractors to ensure they are complying as warranted with
all federal immigration laws and regulations that relate to their employees and their
compliance with A.R.S. §23-214(A).

In November 2008, the City Attorney’s Office and the Purchasing department modified the
City’s standard contract language to incorporate the required contractor warranties.
COMPLIANCE WITH FEDERAL AND ARIZONA STATE IMMIGRATION LAWS
The City will not consider the contractor or any of its subcontractors in material breach of its
contract if the contractor and its subcontractors can establish that they have complied with
the employment verification provisions prescribed by 8 United States Code (U.S.C.) §1324 (a)
and (b) and the E-Verify requirements prescribed by A.R.S. §23-214(A). 2
This year the City Auditor’s office also tested the City’s compliance with the required use of
the federal E-Verify system. The City is required by state law to verify the employment
eligibility of its employees hired after December 31, 2007 through the E-Verify system and
1

The federal E-Verify program is an employment eligibility verification program jointly administered by
the U.S. Department of Homeland Security and the Social Security Administration.
2

U.S.C. §1324 (a) and (b) codify the federal Immigration and Nationality Act sections 274A and 274B,
which are referenced in A.R.S. §23-214(A), into the applicable federal laws. (U.S.C. is also referred to
as U.S.C.A., or United States Code Amended.)
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keep record of the verification for the duration of the employee's employment or at least
three years, whichever is longer as provided by A.R.S. §23-214(A).

City of Scottsdale Standard Contract Terms
IMMIGRATION LAW COMPLIANCE
Under the provisions of A.R.S. §41-4401, the Contractor warrants to the City that the
Contractor and all its subcontractors will comply with all Federal Immigration laws
and regulations that relate to their employees and that the Contractor and all its
subcontractors now comply with the E-Verify Program under A.R.S. §23-214(A).
A breach of this warranty by the Contractor or any of its subcontractors will be
considered a material breach of this Contract and may subject the Contractor or
Subcontractor to penalties up to and including termination of this Contract or any
subcontract.
The Contractor will take appropriate steps to assure that all
subcontractors comply with the requirements of the E-Verify Program.
The
Contractor’s failure to assure compliance by all its’ subcontractors with the E-Verify
Program may be considered a material breach of this Contract by the City.
The City retains the legal right to inspect the papers of any employee of the
Contractor or any subcontractor who works on this Contract to ensure that the
Contractor or any subcontractor is complying with the warranty given above.
The City may conduct random verification of the employment records of the
Contractor and any of its subcontractors to ensure compliance with this warranty.
The Contractor agrees to indemnify, defend and hold the City harmless for, from and
against all losses and liabilities arising from any and all violations of these statutes.

Source: Excerpt from standard terms and conditions in the contract template for a City Services
Contract over $10,000.
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OBJECTIVES, SCOPE, AND METHODOLOGY
The objectives of this audit were to randomly select City contractors and confirm they are
using the E-Verify program as required by state and federal law; the City is required by
Arizona Revised Statute (A.R.S.) §41-4401 to conduct this work. As well as this year, we also
tested the City’s use of E-Verify for its new hires.
This audit reviewed selected contracts that were effective after September 30, 2008, and had
payments between July 1, 2012, and June 30, 2013, and the contractors’ or subcontractors’
employees working on the selected City contracts who were hired after the law’s effective
date.
To gain an understanding of the state requirements, we reviewed the applicable A.R.S.
sections and the Scottsdale City Attorney’s Office analysis of the City’s related
responsibilities. To gain an understanding of the applicable federal requirements, we
reviewed the federal Immigration and Nationality Act §274 A specified in state law. Also, to
understand the E-Verify program requirements and restrictions, we reviewed the U.S.
Department of Homeland Security’s E-Verify User Manual for Employers and the U.S.
Department of Labor’s Recordkeeping Requirements under the Fair Labor Standards Act
(FLSA) and Employment Relationship Under the Fair Labors Standard Act (FLSA). Finally, to
understand the federal and state record keeping requirements we reviewed the U.S.
Citizenship and Immigration Services’ Retaining Form I-9 and the Arizona State Library’s
General Records Retention Schedule for Human Resources/Personnel Records. We also
reviewed the results of previous City Auditor E-Verify audit reports, including Audit Report
No. 1301, Audit Report No. 1213 and Audit Report No. 1115.
Using a report generated from purchase orders and check requisitions for applicable
expenditure codes, we identified more than 800 potential service vendors that had not been
previously tested. After excluding payments to individuals, we selected 10 service contractors
to review during this audit. 3
We did not audit all original payroll records of each contractor. Instead, we requested each
selected contractor to submit lists of contractor and any subcontractor employees working on
the specified City contracts, along with their hire dates. We reviewed payroll forms to
confirm hire dates of the contractor employees listed as being hired prior to the law’s
effective date. We then requested the E-Verify documentation that each company obtained
at the time of hire for the contractor employees hired on or after the law’s effective date.
Three of the 10 contractors used subcontractors. We also requested and obtained E-Verify
documentation from a sample of 9 of the 59 identified subcontractors.
In addition to the required contractor/subcontractor testing, this year we also tested the
City’s compliance with A.R.S. §23-214(A). Between January 1, 2008, and December 31, 2013,
the City hired 2,079 employees, including temporary and part-time hires. We selected a
sample of 61 employees from this population and requested the E-Verify documentation that
the City obtained at the time of hire.
3

Payments to individuals were excluded because they would not have employees requiring employment
eligibility verification.
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We conducted this audit in accordance with generally accepted government auditing
standards as required by Article III, Scottsdale Revised Code, §2-117 et seq. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives. Audit work took place during the period of June
2013 through February 2014.
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FINDINGS AND ANALYSIS
1. City contractors and subcontractors are generally using the E-Verify program for their
workers on City of Scottsdale contracts.
Auditors selected ten contractors with City service contracts for FY 2012/13 employment
eligibility testing. Additionally, three of the selected contractors used subcontractors to
perform work on their applicable contracts.
The federal E-Verify program does not allow the system to be used to re-verify
employment authorization, so the applicable contractors and subcontractors were asked
to provide a copy of the I-9 form with the E-Verify confirmation number written on it or
the screen print of the E-Verify confirmation performed at the time of employment.

Table 1. City Service Contractor and Subcontractor E-Verify Compliance

Sample Size

Total
Employees

Employees
Hired after
12/31/07

Confirmed
Use of
E-Verify

Contractors

10

116

94

83

Subcontractors1

9

177

111

111

19

293

205

194

Type

Total
1

These ten contractors used 59 subcontractors; auditors selected nine for E-Verify compliance tests.

SOURCE: Auditor analysis of selected service contractors’ & subcontractors’ I-9 forms & E-Verify documentation.

As illustrated in Table 1, most contractors provided the required E-Verify documentation
for the employees selected. However, E-Verify documentation provided by one contractor
and three subcontractors for some of their employees was dated after our audit request
rather than at the original time of hire. Further, the following contractors did not provide
E-Verify documentation for some employees:
•

One contractor was unable to provide E-Verify documentation for its 5 employees.
Staff of this nonprofit organization, which has a City service contract with a $1,200
maximum, indicated they were unaware of the requirement. The City Attorney’s
Office subsequently sent a formal request for proof of E-Verify compliance as
required by the terms of the open contract. This letter further noted that the City
would terminate the contract if evidence of compliance was not provided. The
contractor did not respond and the contract was terminated.

•

Another contractor was not able to provide documentation for 4 of its former
employees. The contractor had previously used a professional employer
organization (PEO) to provide its employees and maintain the related personnel
records, including E-Verify documentation. The contractor provided E-Verify
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documentation for 10 current employees, but could not provide documentation for
the former employees as the PEO is no longer in business.
•

A third contractor had not performed employment eligibility verification for 2 of
its 13 employees reviewed. This contractor had previously been investigated by the
Maricopa County Sheriff’s Office and was advised not to perform after-the-fact
eligibility checks for these employees as federal rules prohibit such use.

Recommendation:
None.
2. The City’s Human Resources generally uses E-Verify for new hires, but records
management and timeliness can be improved.
The City’s Human Resources (HR) Division is responsible for verification of employment
eligibility through the E-Verify system and personnel records management.
A. While it appears that HR routinely performs E-Verify checks, record retention and
timeliness can be improved.
1. HR was not able to locate E-Verify documentation for one former employee
hired in February 2011.
2. Verification of employment eligibility was not completed timely for three
part-time temporary employees. While E-Verify is required to be performed
no later than the third business day after an employee starts work, periods
of 49, 20 and 7 days lapsed for these new hires.
B. Record destruction policies and maximum retention periods for personnel records
have not been developed. Of 28 sample employees who separated from the City
prior to January 2011, the E-Verify documents for 24 (or 86%) were still retained in
electronic or original paper form past the minimum record retention periods.
While the Arizona State Library Records Retention Schedule provides record
retention minimums, it does not define maximum record retention periods. The
Clerk’s Office, which provides oversight of the City’s record management program,
can assist with adoption of maximum retention periods to help assure that records
are handled systematically.
Recommendations:
Human Resources management should:
A. Ensure that employment eligibility is timely verified through the E-Verify program and
documentation is appropriately retained.
B. Work with the City Clerk’s office to adopt maximum retention periods for personnel
documents, including E-Verify documentation, to ensure records are not selectively
retained or destroyed.
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MANAGEMENT ACTION PLAN
1. City contractors and subcontractors are generally using the E-Verify program for their
workers on City of Scottsdale contracts.
Recommendation:
None.
2. The City’s Human Resources generally uses E-Verify for new hires, but records
management and timeliness can be improved.
Recommendations:
Human Resources (HR) management should:
A. Ensure that employment eligibility is timely verified through the E-Verify program and
documentation is appropriately retained.
B. Work with the City Clerk’s office to adopt maximum retention periods for personnel
documents, including E-Verify documentation, to ensure records are not selectively
retained or destroyed.
MANAGEMENT RESPONSE: Agree
PROPOSED RESOLUTION:
A. The employees identified in Finding 2 were hired between 2008 and 2011. Since that
time, HR has reviewed and outlined the E-Verify process, which was implemented in
June 2013; the process has been followed consistently since that date. The process
requires HR staff to enter all I-9 documentation into the E-Verify website by the
afternoon of the third day of employment. In addition to entering the information
within the designated time frame, the I-9, confirmation number and supporting
identification documentation is entered into the TotalHR® system and scanned into the
document management system.
B. HR will work with the City Clerk’s Office to adopt maximum periods for E-Verify
documentation to ensure consistent records retention periods. Once maximum records
retention periods are adopted, those will be entered into the document management
system and destruction will occur based on the specified time periods.

RESPONSIBLE PARTY: Human Resources Management
COMPLETED BY: 06/30/2014
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The City Auditor’s Office conducts audits to promote operational efficiency,
effectiveness, accountability, and integrity.

