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RESOLUTION AUTHORIZING EXECUTION OF THE ENGAGEMENT
LETTER AND AUDIT CONTRACT WITH CHERRY BEKAERT LLP TO
COMPLETE THE ANNUAL INDEPENDENT AUDIT FOR
FORSYTH COUNTY FOR FISCAL YEAR 2012-2013

WHEREAS, N.C.G.S. 159-34 requires that each unit of local government have its
accounts audited as soon as possible after the close of each fiscal year by a certified public
accountant or by an accountant certified by the Local Government Commission as qualified to
audit local government accounts; and

WHEREAS, G.S. 159-34 requires that the auditor be selected by and report directly to
the governing board; and

WHEREAS, the 2009-2011 contract between Forsyth County and the auditor, then
named, Cherry, Bekaert & Holland, L.L.P., contained an option for the County to extend the
conltract in the amount of $71,000 per year for additional years at the same annual price; and

WHEREAS, on January 9, 2012, upon the recommendation of the Forsyth County Audit
Committee, the Forsyth County Board of Commissioners adopted a Resolution to extend the
contract for a three-year period with the auditor, now named, Cherry Bekaert LLP, to complete
the annual independent audit for Forsyth County for Fiscal Years 2012-2014; and

WHEREAS, N.C.G.S. 159-34 further requires that the audit contract be in writing and
include the provisions specified by law, and that the audit contract be submitted to the Secretary
of the Local Government Commission for approval.

NOW, THEREFORE, BE IT RESOLVED that the Forsyth County Board of
Commissioners hereby authorizes Cherry Bekaert LLP to complete the annual independent audit
for Forsyth County for Fiscal Year 2012-2013.

BE IT FURTHER RESOLVED that the Chairman is hereby authorized to execute the
attached contract, on behalf of Forsyth County and the Board, with Cherry Bekaert LLP for the
provision of audit services, for Forsyth County for fiscal year ending June 30, 2013, at the cost of
$71,000, subject to a pre-audit certificate thereon by the Chief Financial Officer, where
applicable, and approval as to form and legality by the County Attorney. The original contract is
incorporated herein by reference.

BE IT FURTHER RESOLVED that the Chairman is authorized to execute the attached
engagement letter related to the audit for fiscal year ending June 30, 2013, on behalf of Forsyth
County and the Board, the original of which is incorporated herein by reference, subject to a pre-
audit certificate thereon by the Chief Financial Officer, if applicable, and approval as to form and
legality by the County Attorney.

Adopted this the 13™ day of May 2013,



LGC-205 (Rev. 2012) CONTRACT TO AUDIT ACCOUNTS

Of Forsyth Count argling
Governmenlal Unil

February 2013 Cherry Bekaert LLP

14th

On this ' day of
. Auditor
2626 Glenwood Avenue, Suite 200, Raleigh, North Carolina 27608 ;
) Mailing Address
, hereinafter referred to as
the Auditor, and th€ County Commissioners . Forsyth County, North Carolina hereinafter refemed
Governing Board Governmental Unit '

to as the Governmental Unit, agree as follows:

The Auditor shall audit all slatemenis and disclosures required by generally accepted accounting principles and additional required legal
statements and disclosures of all funds and/or divisions of the Governmental Unit for the period beginning Juiv 1 ; a2 ,
and ending Junedo - , A013 . 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 governmental aciivities, the business-lype aclivities, the apgrepate discretely presented component units, each major govemmental and
enterprise fund, and the aggregate remaining fund information (non-major government and enterprise funds, the intemal 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 Slale 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 Stale Auditor (OSA) and the LGC. If the audit and/or workpapers are found in this review to
be substandard, the resulis of the review may be forwarded to the North Carolina Staie Board of CPA Examiners.

This coniract contemplales an unqualified opinion being rendered. 1f financial statemenls are not prepared in accerdance with generally
accepted accounting principles (GAAP), or the statements fail to include all disclosures required by GAAP, please provide an explanation for
that departure from GAAF in an attachment, i

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

If this audit engagemeni is subject to the standards for audit as defined in Government Auditing Standards, July 2007 revisions, issued by the
Compiroller 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 repori to the Governmental Unit and the Secretary of the Local Government

Commission prior to the execution of the audil contract. (See Iem 22) If the audit firm received a peer review rating other thdn pass, the
auditor shall not contract with any Local Govemnment Units without first contacting the Secretary of the Local Government Commission for a
peer review analysis that may resuli in additional contractual requirements,

If the audit engagement is not subject io Government! Accounting Stondards, the Auditor shall provide an explanation as to why in an
attachment.

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 SLGFD within

four months of fiscal year end. Audit report is due on: Qctober 31 _ 2013 . 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 Local

Government Commission for approval.

1t is agreed that generally accepted auditing standards include a review of the Governmental Unit's systems of intemal control and accounting
as the systems relate to accountability of funds, adherence to budget requiremenls, and adherence to law requirements. In addition, the
Auditor will make a written report, which may or may not be a part of the writien report of audit, to the Goveming Board setiing forth his
findings, logether wilh his recommendations for improvement. That written report must include all matters defined as “significant deficiencies
and material weaknesses" in AU 325 of the AICPA Proféssional Standards. The Auditor shall file a copy of that report with the Secretary of
the Local Government Commission. )

Ail local government and public authority coniracis for audit or audit-related work requite the approval of the Secretary of the Locat
Govemment Commission. This includes annual or special audits, agreed upon procedures refaled to Internal Control, beckkeeping 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 State of North Carolina. Invoices for services rendered under these contracis shall not be paid by the Govemmental
Unit until the_invoice has been approved by the Secretary of the Local Govemment Commission. {This also includes any progress billings.)
[G.S. 159-34 and 115C-447] The process for invoice approval has changed. All invoices for Audit work must be submitted by email in PDF
format to the Secretary of the Local Government Commission for approval.  The invoices must be emailed to: lge.invoices@ncireasurer.com




10.

1.

12.

14.

Email Subject line should read “unil name — invoice. The PDF invoice marked approved with approval date will be returned by email ta the
Auditor for them to present to the Local Government Unit for payment. Approval is not required on conltracts and invoices for sysiem
improvements and similar services of a non-auditing nalure,

In consideration of the satisfactory performance of the provisions of this agreement, the Governmental Unit shall pay to the ~ Auditor, upon
approval by the Secretary of the Local Government Commissien, the following fee, which includes any cost the Auditor may incur from work
paper or peer reviews or any oiher quality assurance program required by third parties (Federal and State grantor and oversight agencies or
other organizations) as required under the Federa) and State Single Audit Acts:

Year-end bookkeeping assistance — |For audits subject fo Governmeni Auditing Standards, this is limited to bookkeeping services
permitted by revised Independence Standards] NA

$71,000

Audit

N/A

Preparation of the annual financial statements

Prior 10 submission of the completed audited financial report, applicable compliance reports and amended contract (if required) auditors may
submit invoices for approval for services rendered, not to exceed 75% of the total of the slated fees above. If the current con d 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: int
Approval fof. fils aidit contract is $ 53,250 - '

The auditor working with a local govemmental unit that has outstanding revenue bonds will include in the notes to Lhe audited financial
statements, whether or not required by the revenue bond documents, a calculation demonstrating compliance with the revenue bond rate
covenanl. Additionally, the auditor should be aware thal any other bond compliance statements or additional reports required in the
authorizing bond documenis need to be submitted to the Local Govemment Commission simultancously with the local govemment's audited
financial statements unless otherwise specified in the bond documents, :

After completing the audit, the Auditor shall submit to the Govemning Board a written report of audit. 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 governmental
unit and all of its component uniis prepared in accordance with generally sccepted accounting principles, (c) supplementary information
requested by the client or required for full disclosure under the law, and (d) the Auditor’s epinion on the material presented. The Auditor shall
furnish the required number of copies of the repori of audit to the Governing Board as soon as practical after the close of the accounting

period.

If the audit firm Is required by the NC CPA Board or the Secretary of the Local Government Commission to have a pre-issuance review of
their audit work, there must be a statement added (o the engagement letter specifying the pre-issuance review including a statement that the
Unit of Government 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 Local Government Commission. The pre-issuance report must accompany the audit report upon submission to the
Local Govemiment Commission. ‘

The Auditor shall glectronically submit the report of audit to the Local Government Commission when {or prior to) submiiting the invoice for
services rendered. The report of audit, as filed with the Secretary of the Local Government Commission, becomes a malter of public record for
jnspection and review in the offices of the Secretary by any interested parties, Any subsequent revisions to these reports must be sent fo the
Secretary of the Local Government Commission. These audited financial stalements ar¢ used in the preparation of Official Statements for debt
offerings (the auditors’ apinion 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 government, without subsequent consent of the auditor. If it is
determined by the Local Government Commission that corrections need to be made (o the unit’s financial statements they should be provided
within three days of notificalion unless, another time frame is agreed to by the Local Govemment Commission,

The Local Government Commission®s process for submitting contracts, audit reports and Invoices are subject to change. Auditors should use
the submission process in effect at the time of submission.

Tn addition, if the North Carolina Office of the State Auditor designates certain programs lo be audited as major programs, a tumaround
document and a representaiion letier addressed o the State Auditor shall be submitted to the Local Govemnment Commission,

Should circumstances disclosed by the audit call for a more detailed investigation by the Auditor than necessary under ordinary circumstances,
the Auditor shail inform the Governing Board in writing of the need for such additional investigation and the additicnal compensation
required therefore. Upon approval by the Secretary of the Lacal Gevernment Commission, this agreement may be varied or ¢changed to include
the increased time andfor compensation as may be agreed upon by the Governing Board and the Auditor.

15. 1fan approved conlract needs to be varied or changed for any reason, the change must be made in writing, signed and dated by al parties and

pre-audited if the change includes a change in audit fee. This document and a written explanation of the change must be submitted by email in
PDF format to the Secretary of the Local Government Commission for approval. The portal address to upload your amended comtract and

Letter of explanation documents is http://nctreasurer. slgfd.Jeapfile.net No change shall be effective unless approved by the
Secretary of the Local Government Commission, the Governing Board. and the Auditor.



20.

21.

22,

23,

Audit Firm Signature:
Firm Cherry Bekaed LLP

Whenever the Auditor uses an engagement letter with the client, Ttem 17 is lo be completed by referencing the engagement letter and attaching
a copy of the engagement letier 1o the contract lo incorporate lhe engagement letier into the contract. In case of conflict between the terms of
the engagement letter and the terms of this contract, the terms of this contract will control. Engagement letter ierms are deemed to be void
unless the conflicting terms of this contract are specifically deleted in Item 22 of this contrael. Engagement letters containing indemnification

clauses will not be approved by the Local Government Commission.

Special provisions shouid be limited. Please list any special provisions in an altachment.

Please see the aitached engagement letter.
A separate contract should not be made for cach division to be audited or report to be submitled. A separate contract mu

component unit which is a local government and for which a separate audit report is issued.

st be executed for each

The contract must be executed, pre-audited, physically signed by all parties and submitted in PDF format including unit and auditor signatures
to the Secretary of the Local Government Commission. The curvent portal address lo upload your coniractual documents is
http://nctreasurer slgfd.leapfile.net  Electronic signatures are not accepted at this time. _Included with § e
instructions to.submil coniracts and invoices for-approval as of March 5,-2012. These inslirugtions are'subject to change: Pl ‘the NC
Tressurér’s web Sit¢ 4t www.nétreasurer.¢om for the most recent instructions.

The contract is not valid until it is approved by the Local Government Commission. The staff of the Local Government Commission shall

nolify the unit and auditor of contraci approval by email. The audit should not be started before the coniract is approved.

There are no other agreements between the parties hereto and no other agreements relative hercto that shall be enforceable unless entered into
in accordance with the procedure set out herein and approved by the Secretary of the Local Government Commission.

Al of the above paragraphs are understood and shall apply to this agreement, excepl the following numbered paragraphs shall be deleted: {See
Item 16.)

All communications regarding Audit contract requests for modification or official approvals will be sent to the email
Addresses provided in the following areas.

Unit Signatures (continued):
By

{Chalr of Audll Committee- please type or print name)

By Eddie Burke

(Ple or prinf name)
ﬂm& {Signature of Audit Committes Chairperson)

(Signature of euthorized audit firm representative) Date

Emﬂl) di Fpitl 13
eburke@cbh.com

(If unit has no audit commitiee, this section should be marked
"NIAR

T

ST DEATAIEE

This instrament has been preaudited in the manner required by The Local

Date February 14, 2013 Govemment Budget and Fiscal Control Act or by the School Budget and
Fiscal Conirol Act. Additionally, the following date is the date this audit
contract was approved by the goveming body.

Unit Signatures:

By Govemmental Unit Finance Officer (Please type or print name)

(Please type or prinl name and {itle)

Date

(Signature)

D e N I

Z RV ADpraved Adlt Contract




Contract #2013-0354-00: Cherry Bekaert. LLP

This instrument has been preaudited in the
manner required by the Local Government
Budget and Fiscal Conirol Act.

412012013 ot 1, 9_,-~.J—-’\~

Date Director of Finance




& Cherry Bekaert”

CPAs & Advisars

February 14, 2013

The Board of County Commissicners
Forsyth County, North Carolina

201 N. Chestnut Street
'Winston-Salem, North Carolina 27101

Ladies and Gentlemen:

This engagement letter between Forsyth County, North Carolina (hereafter referred to as the "Couniy”) and
Cherry Bekaert LLP (the "Firm" or "CB") sets forth the nature and scope of the services we will provide, the
County's required Involvement and assistance in support of our services, the related fee arrangements and
other Terms and Conditions, which are altached herelo and incorporated by reference, designed to facilitate the
performance of our professional services and to achieve the mutually agreed upon objectives of the County.

SUMMARY OF SERVICES
We will provide the following services to the County as of and for the year ended June 30, 2013;

Audit services
1. We will audit the basic financial statements of the County as of and for the year ended June 30, 2013

including the governmenital activities, the business type aclivities, each maijor fund and the remaining fund
information. :

2 The additional information, such as the letter of transmittal and statistical section, accompanying the
financial statements will not be subjected to the auditing procedures applied In our audit of the financial
statements and our auditor’s report will not provide an opinion or any assurance on that Information.

3. We will audit the supplementary information other than RS}, including the schedule of expenditures of
federal and Slate awards. As part of our engagement, we will apply certain additional procedures, including
comparing and reconciling such informaticn directly to the underlying accounting and other records used o
prepare the financial statements or the financial statements themselves.

4. We will apply limited procedures to the required supplementary information {RSI) {e.g., pension plan
information or management's discussion and analysis (MD&A)) which will consist of inquiries of
management about the methods of preparing the information and comparing the information for consistency
with management's responses to our Inquiries, the basic financial statements, and other knowledge we

obtained during our audit of the financial statements.

Accounting and other services.

We will provide the following additional services:
1. Complete the appropriate sections of and sign the Data Collection Form.

YOUR EXPECTATIONS

As part of our planning process, we will discuss with you your expectations of CB, changes that occurred during
the year, your views on risks facing you, any relationship issues with CB, and specific engagement
arrangements and timing. Our services plan, which includes our audit plan, is designed to provide a foundation
for an effective, efficient, and quality-focused approach lo accomplish the engagement objectives and meet or
exceed your expectations. Our service plan will be reviewed with you periodically and will serve as a benchmark
against which you will be able to measure our performance. Any additional services that you may request, and
that we agree to provide, will be the subject of separate written arrangements.

#‘ L iedsavdeet mrwee W

BAKER TIL
2626 Glenwood Avenue, Suite 200, Raleigh, NC 27608-1045 | ¢ 9197821040 | chh.com mrsnunmnlﬁ



Forsyth County, North Carolina
February 14, 2013
Page 2

The engagement will be led by Eddie Burke, who will be responsible for assuring the overall quality, valus, and
timeliness of the services provided to you. '

AUDIT SERVICES -

The objective of our audit is the expression of opinions as to whether your basic financial statements are fairly
presented, in all material respects, in conformity with U.S. generally- accepted accounting principles and lo
report on the fairmess of the additional information referred to In the Summary of Services section when
considered in relation to the basic financial statements taken as a whole. The objective also includes reporting

on.

e Internal controt related to the financial statements and compliance with the provisions of applicable
laws, regulations, contracts, agreements and grants, noncompliance with which could have a material
effect on the financial statements in accordance with Government Auditing Standards.

« Internal control related to major programs and an opinion {(or disclaimer of opinion) on compliance with
laws, regulations and the provislons of contracts or grant agreements that could have a direct and
material effect on each major program in accordance with the Single Audit Act Amendments of 1996
and OMB Circular A-133 Audits of States, Local Governments, and Non-Profit Organizalions, and the

State Single Audit Implementation Act.

The reports on internal control and compliance will each include a statement that the report is intended solely for
the information and use of the audit committee, management, and specific legislative or regulatory bodies and is
not Intended to be and should not be used by anyone other than these specified pariles.

Our audlt will be conducted in accordance wilh auditing standards generally accepted in the United States of
America; Government Auditing Standards, issued by the Comptroller General of the United States; the
provisions of OMB Circular A-133; the Single Audit Act Amendments of 1996; and the State Single Audit
Implementation Act, and will include tests of accounting records, a determination of major programs in
accordance with Circular A-133, and other procedures as deemed necessary to enablé us to express such
opinions and to render the required reports. If any of our opinions resulting from the procedures described
above are other than unqualified, we will fully discuss the reasons with you in advance. if, for any reason, we
are unable to complete the audit or are unable to form or have not formed opinions, we may decline to express
opinions or issue a report as a resuit of this engagement.

ACCOUNTING AND OTHER SERVICES

Data Collection Form

We will complete the appropriate sections of and sign the Data Collection Form that summarizes our audit
findings. We will provide copies of our reports fo the County; however, It is management's responsibility to
submit the reporting package (including financial statements, schedule of expenditures of federal awards,
summary schedule of prior audit findings, auditors’ reports, and corrective action plan) along with the bata
Collection Form to the designaled federal audit clearinghouse and, if appropriate, to pass-through entities. The
Data Collection Form and the reporting package must be submitted within the earlier of 30 days after receipt of
the auditors’ reports or nine months after the end of the audit period.

Management’s responsibilities related to accounting and other services :

For all nonattest services we perform in connection with the engagement, you are responsible for designaling a
competent employee to oversee the services, make any management decisions, perform any management
funclions related to the services, evaluate the adequacy of the services, and accept overall responsibilily for the

results of the services.

Prior to the reiease of the report, Management will need lo sign a representation letter acknowledging your
responsibility for the results of these services.



Forsyth County, North Carolina
February 14, 2013
Page 3

FEES

The eslimated fee contemplates only the services described in the Summary of Services section of this letter. If
Managemenl requests additional services not listed above, we will provide an estimate of those fees prior to

commencing additional work.

The following summarizes the fees for the services described above:
Description of Services Estimated Fee

Audit services '
Audit of the financial stalements $ 71,000

The fees will be billed periodically as work progresses. Invoices are due on presentation. A service charge will
be added to past dus accounts equal to 1-1/2% per month {18% annually} on the previous month's balance less
payments received during the month, with a minimum charge of $2.00 per month.

is In accordance with your understanding, please sign a copy of this letter in the space provided

If the foregoing
ns, please call Eddie Burke at 91 9-782-1040.

and return it to us. If you have any questic

Sincerely,

CHERRY BEKAERT LLP

Oy NmdeX ¥

ATTACHMENT ~ Engagement Letter Terms and Conditions

Forsyth County, North Carolina

ACCEPTED BY:

DATE:

TITLE:




Attachment - Page 1

Cherry Bekaert LLP
Engagement Letter Terms and Conditions

The following terms and conditions are an integral part of the attached engagement letter and should be
read in their entirely in conjunction with your review of the letter,

LIMITATIONS OF THE AUDIT REPORT

Should the County wish to Include or incorporate by reference these financial statements and our report
thereon into any other document at some fulure date, we will consider graniing permission to include our
report into another such document at the time of the request. However, we may be required by generally
accepted auditing standards ("GAAS") to perform certain procedures before we can give our permissian
to include our report in another document such as an annual repori, private placement, regulator filing,
official statement, offering of debt securities, etc. You agree that you will not include or incorporate by
reference these financial statements and our report thereon, or our report Into any other document
without our prior written permission. In addition, to avoid unnecessary delay or misunderstandings, itis
important to provide us with timely notice of your intention to issue any such document.

LIMITATIONS OF THE AUDIT PROCESS

In conducting the audit, we will perform tests of the accounting records and such other procedures as we
consider necessary in the circumstances to provide a reasonable basis for our opinion on the financial
stalements. We also will assess the accounting principles used and significant eslimates made by
Management, as well as evaluate the overall financial statement presentation.

Our audit will include procedures designed to obtain reasonable assurance of detecting misstatements
due to errors or fraud that are material to the financial statements. Absolute assurance is not attainable
because of the nature of audit evidence and the characteristics of fraud. For example, audits performed in
accordance with GAAS are based on the concept of selective testing of the data being examined and are,
therefore, subject to the limitation that material misstatements due to errors or fraud, if they exist, may not
be detected. Also, an audit Is not designed to detect matters that are immaterial to the financial
statements. In addition, an audit conducted in accordance with GAAS does not include procedures
specifically deslgned to detect iltegal acts having an indirect effect (e.g., violations of fraud and abuse
statutes that result in fines or penalties being imposed on the Counly) on the financial statements.

Simllarly, in performing our audit we will be aware of the possibility that iltegal acls may have occurred.
However, it should be recognized that our audit provides no assurance that illegal acts generally will be
detected, and only reasonable assurance that iilegal acts having a direct and material effect on the
dotermination of financial statement amounts will be detected. We will Inform you with respect to errors
and fraud, or illegal acts that come to our attention during the course of our audit unless ctearly
inconsequential. In the event that we have to consult with the County's counsel or counsel of our
choosing regarding any iflegal acts we identify, additional fees incurred may be billed to the Gounty. You
agree to cooperate fully with any procedures we deem necessary to perform with respect to these

matters.

If, for any reason, we are unable to complete the audit, or are unable to farm, or have not formed an
opinion on the financial staternents, we may decline lo express an opinion or decline to issue a report as
a result of the engagement. We will notify the appropriate parly within your organizalion of our decision
and discuss the reasons supporting our position.

MANAG_EMENT’S RESPONSIBILITIES RELATED TO THE AUDIT

Management is responsible for the fair presentation of the financial statements in conformity with GAAP,
including the appropriate basis of accounting is applied by all component units, if applicable, for making
all financial records and related information available to us, for ensuring that all material information is
disclosed to us, and for identifying and ensuring that the Gounty complies with the laws and regulations
applicable to its activities and with the provisions of conlracts and grant agreements,

i0



Attachment - Page 2

Management is responsible for the preparalion of the supplemeniary information in conformity with
GAAP. Management agrees to include our report on the supplementary information in any document that
contains and indicates lhat we have reported on the supplementary information, Management also
agrees to include the audited financial statements with any presentation of the supplementary information
that includes our report thereon or make the audited financial statements readily available to users of the
supplementary information no later than the date the supplementary information is issued with our report

" thereon.

Management is also responsible for adjusting the financial statements to correct material misstatements,
informing us of events that occurred subsequent to the balance sheet dale until the date of the auditors’
report that might affect the financial statements or related disclosures and informing us of any discovery
of facts related to items that existed at the financial stalement date that might affect the financial

statements or refated disclosures.

Management is responsible for informing us of its views regarding the risk of fraud at the County.
Management must Inform us of their knowledge of any allegations of fraud or suspected fraud affecting
the County received In communications from employees, former employees, regulators, or others and for
informing us about all known or suspected fraud affecting the County involving (a) Management, (b)
employees who have significant roles in internal control, and (c) others where the fraud could have a

material effect on the financial staternents.

Management is responsible for the design and implementation of programs and controls over financial
reporling and lo prevent and detect fraud. Appropriate supervisory review procedures are necessary to
provide reasonable assurance that adopted policies and prescribed procedures are adhered to and to
identify errors and fraud or lllegal acts. As a part of our audit, we will consider the County's internal control
structure, as required by GAAS, sulficlent to plan the audit and to determine the nature, timing, and extent
of auditing procedures necessary for expressing our opinion concerning the financlal statements. An audit
is not deslgned to provide any assurance on inlernal controls. As part of our consideration of the County's
internal contro) siructure, we will inform you of matters that come to our attention that represent significant
deficiencies or material weaknesses in the design or operation of the internal control slructure.

Management is responsible for establishment and maintenance of a process for tracking the status of
audit findings and recommendalions. Management is also responsible for Identifying to us previous audits
or other engagements or studies related to the objectives discussed in the Audit Objectives section of this
letter. This responsinility includes relaying to us corrective actions taken to address significant findings
and recommendations resulting from those audits or other engagements or studies. You are also
responsible for providing management’s views on our current findings, conclusions and
recommendations, as well as your planned corrective aclions, and the timing and format related thereto.

At the conciuslon of the engagement, Management will provide fo us a representation lelter that, among
other things, addresses (1) Management's responsibilities related to the audit and confirms certain
representations made to us during the audit, including, Management's acknowledgement of its
responsibility for the design and imptementation of programs and controls to prevent and detect fraud; (2}
Management's responsibilities related to the monitoring of internal controt over financial reporting; and (3)
‘Management's knowledge, directly or from allegalions by others, of fraud or suspected fraud affecting the
County. The representalion letter will also affirn to us that Management believes that the effects of any
uncorrected misstatements, if any, pertaining to the financial statements are immaterial, bolh individually
and In the aggregale, lo the financial statements taken as a whole. The Firm will rely on Management
providing these representations to us, both in the planning and performance of the audit, and in
considering the fees that we will charge to perform the audit.

11



Attachment - Page 3

AUDIT PROCEDURES — GENERAL

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; therefore, our "audit will involve professional judgment about the number of
transactions to be examined and the areas to be tesled. We will plan and perform the audit lo obtain
reasonable rather than absolute assurance about whether the financial statements are free of material
misstatement, whether from (1) errors, (2) fraudulent financial reporting, {3) misappropriation of assets, or
(4) violations of laws ar govemnmental regulations that are atiributable to the County or to acts by
management or employees acling on behalf of the County. Because the determination of abuse is
subjeclive, Government Auditing Standards do not expect auditors to provide reasonable assurance of

detecting abuse.

Because an audit is designed to provide reasonable, but not absolule assurance and because we will not
perform a detailed examination of all transactions, there is a risk that malerial misstatements or
noncompliance may exist and not be detected by us. In addifion, an audit Is not designed to detect
immaterial misstatements or violations of laws or governmental regulations that do not have a direct and
material effect on the financial statements or major programs. However, we will inform you of any malerial
errors and fraud, or {llegal acts that comae to our attention during the course of our audit. We wiil also
inform you of any violations of faws or governmental regulations that come to our altention, unless clearly
inconsequential. Qur respansibility as auditors is limited to the period covered by our audit and does not
extend to any later periods for which we are not engaged as auditors.

Our procedures will include tests of decumentary evidence supporting the fransaclions recorded in the
accounts, and may include tests of the physical existence of inventories and direct confirmation of
receivables and certain other assels and liabilities by correspondence with selected individuals, creditors
and financial institutions. We will request wrliten representations from your attorneys as part of the
engagement, and they may bill you for responding to this inquiry. At the conclusion of our audit, we will
also require certain written representations from you about the financial statements and related matters.

AUDIT PROCEDURES — INTERNAL CONTROLS

Our audit will include obtaining an understanding of the County and its environment, including internal
controls, sufficient to assess the risks of material misstatement of the financial statements and to design
the nature, timing and extent of further audit procedures. Tests of conlrols may be perfermed to test the
effectiveness of certain conlrols that we consider refevant to preventing and detecting errors and fraud
that are material to the financial statements and to preventing and detecting misstatements resulting from
illegal acts and other noncompliance matters that have a direct and material effect on the financlal
statements. Our tests, if performed, will be less in scope, than would be necessary to render an opinion on
internal control and, accordingly, no opinion will be expressed in our report on internal control issued
pursuant to Government Audiling Standards. | .

An audit is not designed to provide assurance on internal control or to identify significant deficiencies.
However, during the audit, we will communicate to management and those charged with governance
internal control related matters that are required to be communicated under professional standards, and

Government Auditing Standards. '

AUDIT PROCEDURES - COMPLIANCE

As part of obtaining reasonable assurance about whether the basic financia! statements are free of
malterial misstatement, we will perform tests of the Counly's compliance with applicable laws and
regulations and the provisions of contracts and agreements, including grant agreements. However, the
objective of those procedures will not be to provide an opinion on overall compliance and we will not
express such an opinion in our report on compliance issued pursuant to Government Auditing Standards.
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Communications ]
At the conclusion of the audit engagement, we may provide Management and those charged with
governance a letter stating any significant deficiencies or material weaknesses which may have been
identified by us during the audit and our recommendations designed ta help the County make
Improvements in its internal control structure and operations related to the Identified malters discovered in
the financial statement audit. As part of this engagement we will ensure that certain additional matters are
communicated to the appropriate members of the County. Such matters include (1) our responsibility
under GAAS; {2) the initial selection of and changes in significant accounting policies and their
application; (3) our independence wilh respect to the County; (4) the process used by Management in
formulating particularly sensitive accounting estimales and the basis for our conclusion regarding the
reasanableness of those estimates; (5) audit adjustments, if any, that could, in our judgment, either
individually or in the aggregate be significant lo the financial statements or our report; (6) any
disagreements with Managemenl concerning a financial accounting, reporting or auditing matter that
could be significant to the financial statements; (7) our views aboul malters that were the subject of
Management's consultation with other accountants about auditing and accounting matters; (8) major
issues that were discussed with Management in connection with the retention of our services, including,
among other matters, any discussions regarding the application of accounting principles and auditing
standards; and (9) serious difficulties that we encountered In dealing with Management related to the

performance of the audil.

Governmeni Auditing Standards require that we provide you with a copy of our most recent quality controt
review report. Our most recent peer review report accompanies this letter.

OTHER MATTERS

Access to working papers

The working papers and related documentation for the engagement are the property of the Firm and
constitute confidential information. We have a responsibility to retain the documentation for a period of
time to satisfy legal or regulatory requirements for records retenfion. Except as discussed below, any
requests for access to our working papers will be discussed with you prior to making them available to

requesting parties.

We may be requested to make certain documentation available to regulators, governmental agencies
{e.g., SEC, PCACB, HUD, DOL, etc.} or their represenialives (“Regulators”) pursuant to law or
regulations. If requested, access to the documentation will be provided to the Regulators. The Regulators
may intend to distribute to others, Including other governmental agencies, our working papers and related
documentation without our knowledge or express permission. You hereby acknowledge and authorize us
to allow Regulators access to and coples of documentation as requested. In addition, our Firm, as well as
all other major accounting firms, participates in a "peer review" program covering our audit and
accounting practices as required by the American Institute of Certified Public Accountants. This program
requires that once every three years we subject our quality assurance practices lo an examination by
another accounting firm. As part of the process, the other firm will review a sample of our work. It is
possible that the work we perform for you may be selected by the olher firm for their review. If it is, they

are bound by professional standards to kesp all information confidential. If you object to having the work

we do for you reviewed by our peer reviewer, please notify us in writing.

Electronic transmittals o
During the course of our engagement, we may need to electronically tfransmit confidential information to

each other, within the Firm, and to other entities engaged by either party. Although email is an effictent
way lo communicate, it is not always a secure means of communication and thus, confidentiality may be
compromised. You agree to the use of email and other electronic methods to transmit and receive
information, including confidential information between the Firm, the County and other lhird party
providers utilized by either party in connection with the engagement.
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Subpoenas

In the event we are requested or authorized by you or required by government regulation, subpoena, or
other legal process to produce our working papers or our personnel as witnesses with respect to our
engagement for you, you will, so long as we are not a party to the proceeding in which the information is
sought, reimburse us for our professional time and expense, as well as the fees and expenses of our
counsel, incurred in responding to such a request at standard billing rates.

Dispute resolution procedures .
If any dispute, controversy or claim arises in connection with the performance or breach of this

agreement, either parly may, on written notice to the other party, request that the matier be mediated.
Such mediation would be conducted by a mediator appointed .by and pursuant to the rules of the
American Arbitratlon Association (AAA) or such other neutral facllitator acceptable to bolh parties. Both
parties would exert their best efforts to discuss with each other in good faith their respective positions In
an aftempt to finally resolve such dispute, controversy, or claim.

TERMS AND CONDITIONS SUPPORTING FEE

The esiimated fees set forth in the attached engagement letter are based on anticipated full cooperation
from your personnel, imely delivery of requested audit schedules and supporting information, timely
communication of all significant accounting and financial reporting malters, the assumption that
unexpected circumstances will not be encountered during the audit, as well as working space and clerical
assistance as mutually agreed upon and as is normal and reasonable in the circumstances. We strive to
ensure that we have the right professionals scheduled on each engagement. As a resulf, sudden County
requested scheduling changes or scheduling changes necessitated by the agreed information not being
ready on the agreed upon dates can resul in expensive downtime for our professionals. Any last minule
schedule changes that result in downtime for our professionals could result in additional fees. Our
estimated fee does not include assistance in bookkeeping or other accounting services not praviously
described. If for any reason the County is unable to provide such schedules, information and assistance,
the Firm and the County will mutually revise the fee o reflect additional services, if any, required of us to

achieve these objectives.

The estimated fees contemplate that the County will provide adequate documentation of its systems and
controls related to significant tfransaction cycles and audit areas.

In providing our services, we will consult with the County wilh respect to matters of accounting, financial
reporting or other significant business issues as permitted by professional standards. Accordingly, time
necessary to effect a reasonable amount of such consultation Is reflected in our fee. However, should a
matter require research, consultation or audit work beyond that amount, the Firm and the County will

agree to an appropriate revision in our fee.

The estimated fees are based on audiling and accounting standards effective as of the date of this
engagement letter and known to apply to the County at this time, but do not Include any lime relaled to
the application of new audiling or accounting standards that impact the County for the first time. If new
auditing or accounting standards are issued subsequent to the date of this letter and are effective for the
period under audit, we will estimate the impact of any such standard on the nalure, timing and extent of
our planned audit procedures and will communicate wilh you concerning the scope of the additional

procedures and the estimated fees. :

The Counly agrees to pay all costs of collection (including reasonable altorneys’ fees) that the Firm may
incur in connection with the collection of unpaid invoices. In the event of nonpayment of any invoice
rendered by us, we retain the right to (a) suspend the performance of our services, (b) change the
payment conditions under this engagement letter, or {c) terminate our services. If we elect lo suspend our
services, such services will not be resumed until your account is paid. If we elect to terminate our services
for nonpayment, the County will be obligated to compensate us for all time expended and reimburse us

for all expenses through the date of termination.
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This engagement letter sets forth the entire understanding between the County and the Firm regarding
the services described herein and supersedes any previous proposals, correspondence, and
understandings whether written or oral. Any subsequent changes to the terms of this lelter, other than
additional billings, will be rendered in writing and shall be executed by both parties. Should any portion of
this engagement letter be ruled invalid, it is agreed that such invalidity will not affect any of the remaining

portions.
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Peer Review Report
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August 27, 2010

System Review Report

To the Partners of Cherry, Bekaert & Holland L.L.P.
and the National Peer Revlew Committee

We have revlewed the system of quallly control for the aciounting and auditing practice of
Cherry, Bekaert & Holland L.L.P. {the firm) applicable to non-SEC lssuers In effect for the year
ended April 30, 2010. Qur peer revlew was conducted In actordance with thé Standards for
Performing and Reporting on Peer Revlews .establlshed by the Peer Review Board of the
Ameflcan Institote 6f Certified Public Accountants. The firm Is responsible for désigning a
systam of guality control and complylng with: It to: provide the firm with redsonable assurance
of performing and reporting In canformity with applicable professl¢hal standards In all material
respects. Our responsibllity Is to express an opliton on the design of the systém of gquallty
control ‘and the firm’s compllance therewith bdsed on our review, The nature, objectves,
scope, limltations of, and the procedures performed Tn a System Revlew are described In the

standards at ww.alcpa.org/prsummary.

As required by the standards, engagements sglected for review Includéd engagements
performed under Government Auditing Standards; audlts of employee beneflt plans, and an
audit performed under FDICIA,

In our oplnion, the systém of gsallty control for the accounting and auditivig practice of Cherry,
Bekaert & Holland L.LP,, applicable to non-SEC [ssuers In effect for the year ended April 30,
2010, has been sultably deslgned and ‘complled with to provide- the firm with reasonabie
assurance of pdrforming and reporilng in conformlity with applicable professional standards In
all. miaterial respects. Flrms can receive a rating of pass, poss with deficlencyfles) or fall.
Cherry, Bekaert & Holland L.LP. has received & peer review rating of poss. '

Covirtiger et

EisnerAmper LLP

MewYork | Newleisey | Pepnsylvanfa ' Caymanlslands
Eancrlaizer A G axleoendect member ef FEF tnteroetipeg) LanteS

T 7322870000
F 7322873200
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AICPA Peer Review Program
Adminlslered by the
National Peor Raview Comyuitiea

Cclober 7, 2010

Howard Joseph Kies, CPA
Chery Bekaert & Holland LLP-
1700 Bayberry Ct Ste 300 Ste 300
Riclinond, VA 23226

Dear Mr. Kies:

It is my pleasure to notify you that on September 16, 2010 the National Peer Review Commiites
accepted the report on the most recent system peer review of your firm, The due date for your
next review is Oclober 31, 2013. This is the dale by which all review documents should be

completed and submitted to {he adminisiering entity.

As you know, the report had a peer review rating of pass. The Commiltee asked.me lo convey ils
congratulations to the firmi,

e

Robert Rohweder

Chair—Natienal PRC
npre@aicpa.org919 402-4502.

Sincerely,

cc: Lawrence Gray, CPA
Firm Number; 10011816 Review Number: 309298

Amerktan Wstitulp of Celfied Public Accounlanls
220 Lefgh Farm Road, Dirtham, NC 27707 » {919) 402-4500 » fox (949) 4024505 » wwm.alepa.oig
I50 Ceritfad
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