ORANGE COUNTY
BOARD OF COMMISSIONERS

ACTION AGENDA ITEM ABSTRACT
Meeting Date: December 7, 2009

Action Agenda
Item No. <4 -
SUBJECT: Amendment of Audit Contract
'DEPARTMENT: Finance PUBLIC HEARING: (Y/N)
ATTACHMENT(S): INFORMATION CONTACT:
Contract
Gary Humphreys 245-2453

PURPOSE: To amend the contract with McGladrey and Pullen extending the date for
completion of the County audit til December 31, 2009.

BACKGROUND: The Local Government Commission requires the County's audit contract be
amended if the audit of the financial statements is not completed in time for the statements to be
submitted to the State by the last day of November.

The primary reason for the audit being extended is that additional programs met the threshold
for being considered a major program. This was not revealed until late in the process as part of
the review of the Schedule of State and Federal Expenditures. The financial statements
including the single audit will not be completed and reviewed until sometime in December. Staff
and McGladrey and Pullen recommend extending the contract until December 31, 2009.

FINANCIAL IMPACT: There is no financial impact to the extension of the contract.

RECOMMENDATION(S): The Manager recommends the Board approve the amendment of the
audit contract for FY 2008-09 with McGladrey and Pullen extending the date for completion of
the County audit and authorizing the Chair to sign on behalf of the Board subject to final review
by staff and the County Attorney.



LGC-205 (Rev. 2009) CONTRACT TO AUDIT ACCOUNTS

File in Triplicate.
of _Orange County, North Carolina

Govemmental Unit

On this _231d day of __ November .. 2008 . McGladrey & Pullen, LLP
Auditor
P.0. Box 2470, Greensharo, NC 27402-2470
Mailing Address
. hereinafter referred to as the
Auditor, and _the County Commissioners of __Orange County , hereinafter referred to as the
Goveming Board Govemmental Unit

Governmentat Unit, agree as follows:

1. The Auditor shalt audit all statements and disclosures required by generally accepted accounting principles and additional
requied fegal statements and disclosures of all funds andfor divistons of the Govemmental Unit for the period beginning
July 1 . 2008 and ending Tune 30 , _.2009 . The non-major combining, and individual fund
statements and schedules shall 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 govermnimental activities, the business-lype activities, the
aggregate discretely presented component units, each major governmental and enterprise fund, and the aggregate retnzining
fund information (nonmajor goverament and enterprise funds, the internat service fund type, and the fiduciary fund types).

2. At a minimurs, the Auditor shall conduct hisher audit and render hisfher report in accordance with generally accepted auditing
standards. The Auditor shall perform the audit in accordance with Government Auditing Standards if requited by the State
Single Audit Implementation Act, as codified in G.5. 159-34. I required by OMB Circular A-133 and the State Single Audit
Impiementation Act, the auditor shall perform a Single Audit. This audit and,all associated workpapers may be sybjected to
review by Federal and State apencies in accordance with Federal and State Jaws, including the staffs of the Office of State
Auditor (OSA) and the LGC. If the audit andfer workpapers are found In this review to be substandard, the results of the
review may be forwatded to the North Carolina State Board of CPA Examiners.

3, This confract confemplates an unguatified opinion being rendered. If financial statements are not prepated in accordance with
generally accepted accounting principles (GAAP), or the statements fail to include ali disclosures required by GAAP, explain
that departure from GAAP in the space below: No deparfures contemplated.

4, This contract conlemplates an unqualified opinion being rendered, The audit shall include such tests of the accounting records
2nd such other auditing procedures as are eonsidered by the Auditor to be necessary in the cicumstances. Any limitations or
restrictions In scope which would lead to a qualificarion should be fully explained in an attachmen! to this contract, The
audit will have no scops limitations except: No Hmitations are contemplated. )

5, If this audil engagement is subject to the standards for audit as defined In Govemnment Auditing Standards, July 2007
revisions, issued by the Comptrofler General of the United States, then the Auditor warrants by accepting this engagement
that he has met the Tequirements for a peer review and continuing education as specified in Government Auditing Standards.
The Auditor agrees o provide a copy of their most zecent peer review report to the Govemmental Unit and the Secretary of
the Local Govemnment Comimission prior te the execution of the audit contract. (Sea Item 20.)

6. Tt is agreed that time s of the essence in this contract. Al audits are to be pecformed and the report of audit submitted by
December31 ., 2609 . IFit becomes necessary to amend the due date of the audit a written explanation of the delay
must accompany the amended contract.

7. It is egreed that generally accepted auditing standards include a review of the Governmental Unit's syslem of internal conirol
and accounting 2s same relales to accountabifity of funds and adherence to budget and taw requirements applicable thereto;
that the Auditar will make z written report, which may or may not be a part of the wrilten report of audit, to the Governing
Board setting forth his findings, together with his recommendations for improvement. That written report must include alt
malters defined as “significant deficiencies and material weaknesses” in AU 325 of the AICPA Professional Standards, The
Auditor shall file a copy of that report with the Secretary of the Local Government Commission.

8. All Iocal government and public authority contracts for annual or special audits, bookkeeping or other assistance necessary to
prepare the Unit's records for audit, financial statement preparation, any finance-related investigations, or any other audit-
refated work in the Stale of North Carolina require the 2pproval of the Secretary of the Local Government Commission,
Invoices for services rendered under these confracts shatl not be patd by the Govemmental Unit until the invoice has been
appraved by the Secretary of the Locat Govemment Commission. (This also includes any progress billings.) [G.5. 159-34
and 115C-447} All invoices should be submilted in triplicate to the Secretary of the Local Government Commission. The
original and one copy will be retumed to the Auditor. Approval is not required on contracts and invoices for system
improvements and similar services of 2 non-auditing nature.

9. Tn consideration of the satisfaciory performance of the provisions of this agreement, the Governmental Unit shall pay to the
Auditor, upon approval by the Szerelary of the Local Govemment Commission, the following fee which includes any cost the
Auditor may incur from work paper or peer reviews or any other quality assurance program required by third parties (Pederal
and State grantor and oversight agencles or other organizations) as required under the Pederal and Stale Single Audit Acts:

Year-end bookkeeping assistance — [For audits subject to Government Auditing Standards, this is Himited to
bookkeeping services permitted by revised Independence Standards] _NONE ANTICIPATED. Any services

performed in addition to normal audit procedures wilt be charped at standard rates.

Audit - _$92,700 plus variable rate st standard costs due fo the delays encounfered, Any additional major
proprams gbove four (4) will be billed af $4,200 each,

Preparation of the financial statements -_$5,250 for the preparatloi of the schedules of propesty tax recelyables for
the Towns of Chapel Hill, Carrbero and Hillsborough,

10. After completing his audit, the Auditor shall submit to the Governing Board a written report of audit. This report shall
include, at feast, Management’s Discussion and Analysis, the financlal statements of the governmental unit and all of its
component units and notes thereto prepared in accordance with generally accepted accounting principles, combining and
sipplementary information requested by the clieat or required for fult disclosure urder the law, and the Auditor’s opinion on
the material presented. The Auditor shall fumish the required number of copies of the report of audit to the Governing Board
as soon as practical after the close of the accounting petiod.



1L

12.

3.

14,

16.

17,

18.

19.

20,

21,

The Auditor shall file with the Local Govemment Commission two bound copies of the report of audit, In addition, if the
Notth Carotina Office of the State Auditor designates certain programs te be audited as major programs, a turnaround
document and a representation Jelter addressed to the State Audilor shall be submitted 1o the Local Government Commission.
Two bound copies of the report of audit should be submitted if the audit is performed only under the provisions of the State
Single Audit Implementation Act or a financial audit is required to be performed in accordance with Govemment Auditing
Standards. Thtee bound copies of the audit are to be submitted for Councils of Governments. Twe bound copies of the audit
should be submitted for tax Jevying Municipalities. Qtherwise, one bound copy shall be submitted. Bound copics of the
report shall be filed with the Local Government Commission when {or prior to) submitting the invoice for the services
rendeced, The report of audit, as filed with the Secretary of the Local Government Commission, becomes a matter of public
record for inspection and review in the offices of the Secretary by any interested pasties. Any subsequent revisions to these
reports must be sent to the Secretary of the Local Government Commnission. 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, fo fulfill secondary market disclosure requirements of the Securitics and Exchange Commission, and other lawful
purposes of the govemment, without subsequent consent of the auditor,

Should circumstances disclosed by the audit call for a more detailed investigation by the Auditor than necessary under
ordinary circumstances, the Auditor shall inform the Goveming Board in writing of the need for such additional investigation
and the additional compensation required therefore. Upon approval by the Secretary of the Local Government Commission,
this agreement may be varied or changed %o include the increased time andfor compensation as may be agreed upon by the
Govemning Boacd 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 document and a wrilten explanation of the
change must be submilted in tripilicate to the Secretary of the Local Govenment Commission for approval. No change shall
be effective unless approved by the Secretary of the Lecal Government Commission, the Goveming Board, and the Audifor.

Whenever the Auditor uses an engagement lefter with the client, Item 15 is 1o be completed by referencing the engagement
letter and attaching & copy of the engagement letter to the contract o incorporate the engagement {etter into the contract. In
case of conflict hetween the terms of the engagement letter and the terms of this contract, the terms of this contract will -
control. Engagement tetter terms are deemed to be void unless the conflicting terms of this contract are specifically deleted in
Item 20 of this contract. FEngagement letters confaining indemnification clauses will not be approved by the Lacal
Government Commission.

. ‘There are no special provisions except: The attached amangement Ietter is an integeal part of this contract and should be read in its

entirety when reading this contract,

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

The contract should be executed and submitted in triplicale to the Secretary of the Local Govemment Commission. The
mailing address is 325 North Safisbury Street, Raleigh, North Carolina 27603-1385, The physical address is 4505 Fair
Meadow Lane, Suite 102, Raleigh, North Carolina 27607-6449.

The contract is a tri-party agreement and is not valid uatil it is approved by the Local Govemment Commission. Upon
approval, the original contract will be returned to the Governmenial Unit, a copy will be forwarded to the Auditer, and a copy
relained by the Secretary of the Local Government Commission. The audit should not be started_before the contract is
approved.

There are no other agreements between the partics hereto and no other agregments refative hereto that shall be enforceable
unless entered Iate in accordance with the procedure set out hesein and approved by the Sectetary of the Local Government
Commission.

T this audit engagement is not subject to Govermnment Audiling Standards, then Ilem 5 shall be tisted as a deleted provision in
Ttemn 2§. An explanation must be given for deleting this provision.

All of the above paragraphs are understood and shalt apply to this engagement, except for the following numbered paragraphs
shall be deleted: (See Item 14}

Firm _McGladrey & Pulien, LEP By,
(Please type or print name and title)
By___John L. Gilberto, Partner

lepsd ty print name)
(Signahze of Mayor or Chairperson of goveming board)

£
(Sjénaturefol authorized audit firm representative) Date

e [ /21 208 7 By

(Chairpersots of Audit Committes (Please type or print name)

Approved by the Secretary of the Local Govemment
Commission as provided in Article 3, Chapler 159 of the

General Statutes or Article 31, Part 3, Chapter 115C of the (Signature of Audit Committes Chairperson)
General Statufes.

Date,

— {If unit does oot have an audit commitiee, this section should be

Por the Secretary, Local Govemment Commission matked "N/A.")

This instrument has been preaudited in the manner required

" by The Locat Government Budget and Fiscal Control Act or
Dat (Signature) by the School Budget and Fistal Contro} Act.
ate

Governrosntal Unit Finance Officer {Please type or print name}

B {Stgnature)
Date

(Preaudit Certificate must be dated.)



