REQUEST FOR BOARD ACTION

ITEM NO._ 1],

DATE OF MEETING: August 18,2014
REQUESTED BY: Bob Murphy, Interim County Manager

SHORT TITLE: Resolution Authorizing Approval of Additional Audit Fees and Amended FY
2012-2013 County Audit Contract,

BACKGROUND: The Board passed a resolution at the August 4, 2014 meeting accepting the
FY 2012-13 County Audit, but deferred approving the amended contract and the additional costs
incurred to complete the audit. Staff was instructed to place this matter on the next agenda.

The original approved contract price for the audit was $35,500. The Auditors, Thompson, Price,
Scott and Adams, have requested an additional $61,350 in their fees, bringing the firm’s total
audit fee to $96,850. The Auditors found it necessary to engage Nelson Price and Associates to
reconcile the FY'13 books for an additional fee of $33,750. With the additions, the total cost of
the County’s FY 2012-13 Audit is $130,600, or $95,100 above the originally contracted amount.

SPECIFIC ACTION REQUESTED: To consider a resolution approving an amended contract

and additional fees with Thompson, Price, Scott and Adams for conducting the FY 2012-13
County Audit.



COUNTY MANAGER’S RECOMMENDATION

Respectfully recommend approval,

Initial

RESOLUTION

NOW, THEREFORE BE IT RESOLVYED by the Pender County Board of Commissioners
that:

the Board hereby authorizes a resolution approving an amended contract and additional
fees with Thompson, Price, Scott and Adams for conducting the FY 2012-13 County Audit. The
Chairman/County Manager is authorized to execute any/all documents necessary to implement
this resolution.

AMENDMENTS:
MOVED SECONDED
APPROVED DENIED UNANIMOUS

YEA VOTES: Williams__ McCoy  Brown  Tate  Warm

8-18-14
J. David Williams, Chairman Date

8-18-14
ATTEST Date




LGC-205 (Rev, 2013}

CONTRACT TO AUDIT ACCOUNTS
or__ PENDER COUNTY

Governmental Unit

ontis 16th dayor JULY 2014  THOMPSON, PRICE, SCOTT, ADAMS & CO, PA
Auditor
PO BOX 398, WHITEVILLE, NC 28472
Mailing Address
, hereinafier referred to as
the Auditor, and THE BOARD OF COMMISSIONERS of PENDER COUNTY . hereinafler referred
Governing Board Governmental Unit

to as the Governmental Unit, agree as follows:

L.

The Auditor shall andit ali statements and disclosures required by generally accepted accounting principles (GAAP} and additional required

legal statements and disclosures of all funds and/or divisions of the Governmental Unit for the period beginning JuLy 1
2012 , and ending JUNE 20 , 018 . The non-major combining, and individual fund statements and schedules shal]

be subjected to the auditing procedures applied in the audit of the basic financial statements and an opinion will be rendered in relation to {as
applicable) the governmental activities, the business-type activities, the apgregate discretely presented component units, each major
governmental and enterprise fund, and the aggregate remaining fund information (non-major government and enterprise funds, the internal
service fund type, and the fiduciary fund types).

At a minimum, the Auditor shall conduct his/her audit and render his/her report in accordance with generally accepted auditing standards. The
Auditor shall perform the audit in accordance with Government Auditing Standards if required by the State Single Audit Implementation Act,
as codified in G.S. 159-34, If required by OMB Circular A-133 and the State Single Audit Implementation Act, the Auditor shall perform a
Single Audit, This audit and all associated workpapers may be subject to review by Federal and State agencies in accordance with Federal and
State laws, including the staffs of the Office of State Auditor (OSA) and the Local Government Commission (LGC). If the audit and/or
wotlcpapers are found in this review to be substandard, the results of the review may be forwarded to the North Carolina State Board of CPA
Examiners (NC CPA Board).

This contract contemplates an unqualified opinion being rendered. If financial statements are not prepared in accordance with GAAP, or the
statements fail to include all disclosures required by GAAP, please provide an explanation for that departure from GAAP in an attachment.

This contract contemplates an unqualified opinion being rendered. The audit shall include such tests of the aceounting records and such other
auditing procedures as are considered by the Auditor to be necessary in the circumstances. Any limitations or restrictions in scope which
would lead to a qualification should be fully explained in an attachment to this contract

I this audit engagement is subject to the standards for audit as defined in Government Auditing Standards, 2011 revisions, issued by the
Comptroller General of the United States, then by accepting this engagement, the Auditor warrants that he has met the requirements for a peer
review and continuing education as specified in Government Auditing Standards. The Auditor agrees to provide a copy of their most recent
peer review report regardless of the date of the prior peer. review repott to the Governmental Unit and the Secretary of the LGC prior to the
execution of the audit contract (See ltem 22). If the audit firm received a peer review rating other than pass, the Auditor shall not contract
with the Governmental Unit without {irst contacting the Secretary of the LGC for a peer review analysis that may result in additional
confractual requirements.

If the audit engagement is not subject to Governmernt Accounting Standards, the Auditor shall provide an explanation as to why in an
altachment. N/A

It is agreed that time is of the essence in this contract. All audits are to be performed and the report of audit submitted to the State and Local
Government Finance Division (SLGFD) within four months of fiscal year end. Audit report is due on: JULY 31, 2014 .

. If it becomes necessary to amend this due date or the audit fee, an amended contract along with a written explanation of the delay
must be submitted to the Secretary of the LGC for approval.

1t is agreed that generally accepted auditing standards include a review of the Governmental Unit’s systems of internal control and accounting
as same relates to accountability of funds and adherence fo budget and law requirements applicable thereto; that the Auditor will make a
written report, which may or may not be a part of the written report of audit, to the Governing Board selting forth his findings, tegether with
his recommendations for improvement. That written report must include all matiers defined as “significant deficiencies and material

weaknesses” in AU-C 265 of the 4ICPA Professional Standards (Clarified). The Auditor shall file a copy of that report with the Secretary of
the LGC.

All local government and public authority contracts for audit or audit-related work require the approval of the Secretary of the LGC, This
includes annual or special audits, agreed upon procedures related to internal controls, bookkeeping or other assistance nocessary to prepare the
Governmental Unit’s records for audit, financial statement preparation, any finance-related investigations, or any other audit-related work in
the State of North Carolina. Invoices for services rendered under these contracts shall not be paid by the Governmental Unit until the invoice
has_been approved by the Secretary of the LGC, (This also includes any progress billings.) [G.S. 159-34 and 115C-447] The process for




Contract to Audit Accounts {cont.)

10.

11.

12,

13.

PENDER COUNTY

{Name of Governmental Unit)

invoice approval has changed. All invoices for Audit work must be submitted by email in PDF format to the Secretary of the LGC for
approval.  The invoices must be sent thtough the portal at: hitp://nctreasurer.slgfd.leapfile.net. Subject line should read “Invoice - only. The
PDF invoice marked ‘approved’ with approval dale will be returned by email to the Auditor for them to present to the Governmental Unit for
payment. Approval is not required on contracts and invoices for system improvements and similar services of a non-auditing nature,

In consideration of the satisfactory performance of the provisions of this contract, the Governmental Unit shall pay to the Auditor, upon
approval by the Secrotary of the LGC, the following fee, which includes any cost the Auditor may incur from work papet or peer reviews or

any other qualily assurance program required by third parties (Federal and State grantor and oversight agencies or other organizations) as
required under the Federal and State Single Audit Acts:

Year-end bookkeeping assistance — [For audits subject to Government Auditing Standards, this is limited fo bookkeeping services
permitied by revised Independence Standards] NELSONPRICE & ASSOCIATES $33,760 FOR BOOKKEEPING

augic. 996,850 (see attached)

Preparation of the annual finaneial statements N/A

Prior to submission of the completed audited financial report, applicable compliance reports and amended contract (if required) the Auditor
may submit invoices for approval for services rendered, not to exceed 75% of the total of the stated fees above. If the current contracted fee is
not fixed in total, invoices for services rendered may be approved for up to 75% of the prior year audit fee. The 75% cap for interim invoice
approval for this audit conteact is $_72 538

If the Governmental Unit has outstanding revenue bonds, the Auditor shall include documentation either in the notes to the audited financial
statements or as a separate report submitled to the SLGFD along with the audit report, a calculation demonstrating compliance with the
revenue bond rate covenant, Additionally, the Auditor should be aware that any other bond compliance statements or additional reports
required in the authorizing bend documents need to be submitted to the SLGFD simultaneously with the Governmental Unit's audited financial
statements unless otherwise specified in the bond documents.

After completing the audit, the Auditor shal! submit to the Governing Board a written teport of andit. This report shall include but not be
limited to the following information: (a) Management’s Discussion and Analysis, (b) the financial statements and notes of the Governmetal
Unit and all of its component units prepared in accordance with GAAP, (¢) supplementary information requested by the client or required for
full disclosure under the law, and (d) the Auditor’s opinion on the materiat presented. The Auditor shall furnish the required mumber of copies
of the report of audit to the Governing Board as soon as practical afler the close of the accounting period,

If the audit firm is required by the NC CPA Beard or the Secretary of the LGC to have a pre-issuance review of their audit work, there nust be
a statement added to the engagement letter specifying the pre-issuvance review including a statement that the Governmental Unit will not be
billed for the pre-issuance review. The pre-issuance review must be performed prior to the completed audit being submitted to the LGC. The
pre-issuance report must acconpany the audit report upon submission to the LGC.,

The Auditor shall clectronically submit the report of audit to the LGC when (or prior to) submitting the invoice for services rendered. The
report of audii, as filed with the Secretary of the LGC, becomes a matter of public record for inspection, review and copy in the offices of the
SLGFD by any interested partics, Any subsequent revisions to these reports must be sent to the Secretary of the LGC. These audited financial
statements are used in the preparation of official statements for debt offerings (the Auditors® opinion is not included), by municipal bond rating
services, to fulfill secondary market disclosure requirements of the Securities and Exchange Commission, and other lawful purposes of the
Governmental Unit, without subsequent consent of the Aunditor, If it is determined by the LGC that corrections need to be made to the
Governmental Unit's financial statoments, they should be provided within three days of notifieation unless, another time frame is agreed to by
the LGC.

The LGC’s process for subnitting contracts, audit reports and Tnvoices are subject to change, Auditors should use the submission process in
effect at the time of submission. The most current instructions will be found en our website: hitps://www.nctreasurer cony/slg/Papes/ Audit-
Forms-and-Resources.aspx

In addition, if the OSA designates certain programs to be audited as major programs, a turnatound document and a representation letter
addressed to the OSA shall be submitted to the LGC,

Should circomstances disclosed by the audit call for a mare detailed investigation by the Auditor than necessary under ordinary circumstances,
the Auditor shall inform the Governing Board in writing of the need for such additional investigation and the additional compensation
required therefore. Upon approval by the Secretary of the LGC, this contract may be varied or changed to include the increased time and/or
compensation as may be agreed upon by the Governing Board and the Auditor.

If an approved contract needs to be varied or changed for any reason, the change must be made in writing, signed and dated by all parties and
pre-audited if the change includes a change in audit fee. This decument and a written explanation of the change must be submitted by email in
PDF format to the Secretary of the LGC for approval, The portal address to upload your amended contract and letter of explanation documents



Contract to Audit Accounts {cont,)

PENDER COUNTY

(Name of Governmental Unit)

is http://nctreasurer.slgfd leapfile.net No changg shall be effective unless approved by the Secretary of the LGC. the Governing Board. and
the Auditor,

16, Whenever the Auditor uses an engagement letter with the Governmental Unit, Item 17 is to be completed by referencing the engagement letter
and attaching a copy of the engagement letter to the contract to incorporate the engagement letter into the contract. Tn case of conflict between
the terms of the engagement letter and the terms of this contract, the terms of this gontract will control. Engagement letter terms are deemed to
be void unless the conflicting terms of this contract are specifically deleted in Item 22 of this contract. Engagement letters containing
indemnification clauses will not be approved by the LGC,

17, Special provisions should be limited. Please list any special provisions in an attachment, ENGAGEMENT LETTER ATTACHED

18. A separate contract should not be made for each division to be audited or report to be submitted. A separate contract must be exscuted for each
component unit which is a local government and for which a separate audit report is issued.

19, The contract must be executed, pre-gudited, physically signed by all parties and submitted in PDF format including Governmental Unit and
Auditor signatures to the Secretary of the LGC, The cumrent portal address to upload your contractual documents is
http://netreasurer.slegfd.leapfile.net, Electronic signatures are not accepted at this time. Included with this contract are
instructions to. submil -contracts and invoices for.approval s of Aptil 2013, These instructions are subjeet to change. Pleass check the NC
Treasurer’s web site at"www.notreasurer.com for the most recent instruetions.

20.  The contract {s not valid until it is approved by the LGC Secretary. The staff of the LGC shall notify the Governmental Unit and Auditor of
contract approval by email, The audit should not be started before the contract is approved.

21.  There are no other agrecments between the parties hereto and no other agreements relative hereto that shall be enforceable unless entered into
in accordance with the procedure set out herein and approved by the Seetetary of the LGC.

22, All of the ahove paragraphs are understood and shall apply to this contract, except the following numbered paragraphs shall be deleted: (See
Ttem 16.) NA
NIA

23, All communications regarding awdit contract requests for modifieation or official approvals will be sent to the email
addresses provided in the spaces below.

Audit Firm Signature; Unit Bjgnatures (continued): /A

Firm THOMPSON, PRICE, SCOTT, ADAMS & CO, PA {Chair of Andit Committee- please type or print name)

py ALAN W, THOMPSON

(P]cayor P nal / (Signature of Audit Committee Chairperson)
o~

(Sig%ﬁure of authorized audit firm representative)

Email Address of Audit Rirm:

Date

(If Governmental Unit has no audit committee, this section should
be marked "N/A")

alanthompson@tpsacpas.com

This instrument has been preaudited in the manner tequired by The Local

Dt 8/4/2014 Government Budget and Fiscal Control Act or by the School Budget and

TFiscal Control Act, Additionally, the following date is the date this audit

Governmental Unit Signatures:

contract was approved by the governing body.
MIKE APPLE, INTERIM FINANCE DIRECTOR

DAVID WILLIAMS. CH AIR Governmental Unit Finanee Officer (Please type or print name)
By !
(Please type or print name and litlg)
(Signature)
(Signature of Mum-lbhgirpgrsc.;il.:d_f' goverﬁiiig bohrd)‘ Email Address of Firanice Officer

Date

mapple@pendercountync.gov

Date Governing Body Approved Audit: Coniract - G
Governmental Unit Signatures (confinned):

Date
(Preaundit Certificate must be dated.)




Total Billing: $108,750

* Includes special audit of DSS requested by County Manager / Finance Officer
¢ Includes meetings with finance officer / county manager on audit issues



