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Meeting Date: February 11, 2013 

Audit Contract Approval 

AGENDA ITEM No. 

ACTION ITEM: (Y/N) 
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INFO. CONTACT: Donna Brinkley PHONE: _ __0<.91'-"9'-'-7'-"3::.2 --"8_,_,12..,6'----

ATTACHMENTS: 1. Audit Contract with Anderson, Smith and Wike, PLLC. 
2. Board Policy #8310, Annual Independent Audit. 

PURPOSE: The purpose of this agenda item is to provide an opportunity for the Board of Education to 
approve the audit contract with Anderson, Smith and Wike, PLLC for the 2013-2014 fiscal year. 

BACKGROUND: North Carolina General Statutes 115C-447 and Board Policy #831 0 Annual 
Independent Audit requires school systems to conduct an annual audit. Anderson, Smith & Wike 
(ASW) has audited the financial records of the Orange County Board of Education since 2009. 
Anderson, Smith and Wike currently audits over thirty school districts, more than any firm in the state. 
They are unique in that they specialize in audits of school districts. Approximately 90% of their 
business is auditing school boards. Anderson, Smith & Wike gives Orange County Schools timely 
service for extra projects when they are requested. The firm has provided specialized finance training 
for principals, directors and bookkeepers and charge reduced rates for additional work requested by the 
school board. Unlike most audit firms who send out their newest members, ASW has a partner on site 
for the entire audit. They respond to questions and requests for advice throughout the year very 
promptly and at no additional cost. The Local Government Commission requires board approval of the 
audit contract. 

N.C.G.S. 115-447 states "Each local school administrative unit shall have its accounts and the 
accounts of individual schools therein 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. The auditor who audits the accounts of a local school 
administrative unit shall also audit the accounts of its individual schools. The auditor shall be selected 
by and shall report directly to the board of education. The audit contract shall be in writing, shall include 
all its terms and conditions, and shall be submitted to the Secretary of the Local Government 
Commission for his approval as to form, terms and conditions. The terms and conditions of the audit 
contract shall include the scope of the audit, and the requirement that upon completion of the 
examination the auditor shall prepare a typewritten or printed report embodying financial statements 
and his opinion and comments relating thereto. The financial statements accompanying the auditor's 
report shall be prepared in conformity with generally accepted accounting principles." 

FINANCIAL IMPACT: The cost of the annual audit is $35,000 plus reimbursement for reasonable out­
of-pocket expenses. 

RECOMMENDATION: The Superintendent recommends the Board of Education approve the audit 
contract with Anderson, Smith and Wike, PLLC for the 2013-2014 fiscal year. 



WC·20S (Rev. 2012) CONTRACT TO AUDIT ACCOUNTS 
Of Orange Counly Schools 

Governmental Unit 

On this _1_9th _______ day of January 2013 Anderson Smith & Wike Pl.LC -----
Auditor 

116 Greylyn Road, Rockingham, NC 28379 

Mailing Address 

------------------------------------··hereinafter referred to as 

the Auditor, and the Board of Education 
Governing Board 

to as the Governmental Unit. agree as follows: 

of Orange Counly Schools 

Oovcmml.'lltnl Unit 
• hereinafter referred 

I. 

2. 

3. 

4. 

s. 

6. 

7. 

8. 

l'he Auditor shall audit all statements and disclosures required by generally accepted accounting principles and additional required lcgai 
statements and disclosures of all funds and/or divisions of the Governmental Unit for the period beginning July 1 , 2012 • 
and coding June 30 , 2013 . l'he non·ftUiior combining. and individual fund •1nl<'11lents and schedules shall be subjected 
to the auditing procedures applied in the audit of the basic financial statmncnts and an opinion will be rendered in relation to (as npplicable) 
the governmental activities.. the busincss..type activilies. the aggregutc discretely presented component units. each major governmental and 
enterprise fund, and the aggregate remaining fund information (non·m.Uor government and enterprise funds, the internal service fund type, and 
the fiduciary fund type.•). 

At a minimum, the Auditor sbail conduct hislht:r audit and render his/her report in accordance with generally aeecpted auditing slandnrds. l'he 
Auditor shall perform the audit in accordance with Gavernment Audlling Standards if required by the State Single Audk Implementation Act. 
as codiftcd in G.S. I 59-34. If required by OMO Circular A-133 and the State Single Audit Implementation Act. the auditor shall perform a 
Single Audit l'his audit and all associated workpapers may be subjcm to review hY Federal and State agencies in uceordanec with Federal and 
State laws. including the staffs of the Office of State Audkor (OSA) aad the I.GC. If the audit and/or workpnpers arc fouad in this review to 
be substandard, the "'suits of the review may be forwarded to the North Carolina State Board of CPA Examiners. 

This contract contemplates Wl unqualified opinion being rendered. Jf financial statements nrc not pn.•tmred in accordance with generally 
accepted accounting principles (GAAP), or the >1atemcnts fail to include nil 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 oflhe accounting records and such other 
auditing procedures as are considered by the Auditor to be necessary in the circumstances. Any fimitnlions or restrictions in scone whjch 
would lead to a qualification should be fully cxnlained in an attachment to this contract 

If this audit engagement is subjcm to the standards for audit as defined in Government Auditing Standards, July 2007 revisions. issued by the 
Comptroller 0.'!1crul oflhc United States, then by accepting this engagcmen~ the Auditor warrants that he has met lbe rcquirmncnts for a peer 
review and continuing education as specified in Government Audiling Slandartls. The Auditor agrees to provide a copy of their most recent 
ncer review rcnort regardless of the date of the nrior neer review reoort to the Governmental Unit und the Secretary of the Local Government 
Commission prior to the execution of the audh contracl. (Sec Item 22) If the audit firm received a pt.'Cf review rating othl.'f than pass. the 
auditor sbaJJ not contntct with any Local Government Units without first contacting the Sccrctruy of the local Government Commission for a 
peer review analysis that may result in additional contntctuaf requirements. 

If the audit engagement is not subject to Government Accounting Standards. the Auditor shall provide an explanation as to why in an 
nuachment. 

II is agreed that time is of the essence in this contract All andils ure to be performed and the report of audit submitted lo the SI.GFD within 
four months of fiscal year end. Audit report is due on: October 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 submiltcd to the Secretary of the Local 
Government Commission for approval. 

It is agreed that generally accepted auditing standards include a review of the Governmental Unit's systcm.'l of internal control and accounting 
as the systems relate to accountability of funds. adherence to budget requirements. and adherence to law requirements. In addition, the 
Auditor will make a wriuen report, which may or may not be a part of the wrillcn report of audit, to the Governing Board selling forth his 
findings. together with his recommendations for improvement. Thai writtun report must include a11 muUcrs trefined as "significant deficiencies 
and material weaknesses" in AU 325 of the AICI'A l'rofesslonal Standards. The Auditgr sball lile n copy oflhet rcpql'! with the §ccretary of 
rhe Local Government Commission. 

All local government and public authority conlrncts for audit or audit-related work require the approval of the Secretary of the Local 
Government Commission. l'his includes annual or Sp<"Cial audits, agreed upon procedures related to Internal ControL buekkceping or nther 
assistance necessary to prepare the Unit"s records for audit., financial statement preparation, any financc~related investigalions. or any other 
audit .. re1ated work in lhc State of North Carolina. Invoices for services rendered under these contmcts shall not he naid by the Governmental 
Unit until the invoice ha.o; been approved by the Sscrc~arv of the tocat Government Commis..;ion. (This aJso includes any progn...-ss bil1ings.) 
(G.S. 159-34 and IISC-4471 1'he process for invoice approval has changed. All invoices for Audit work must be submilled by email in PDF 
format ro the Secrctury oflhc Local Government Commission for approvnl. 'lltc invoices must be cmnih.'d to: Jgc,jnvoict..'Sfiilnctrca'\Uft.'!.com 



Email Subjccr Hue should read •·unit name- invoice. The PDF invoicc-mnrkcd approved with approval date will be returned by email to the 
Auditor for them to present to the Local Government Unit for payment Approval is not required on contracts and invoices for system 
improvements and similar services of a non~auditing nature. 

9. In consideration of the satisli1ctory pcrfonnance of the provisions of this ugrceliicnt, the Govcmmcntal Unit shall pny to the Auditor, upon 
approval by thc-Sccrctury of the Local Government Commission, the following fcc, which includes-any cost the Auditor lflf!Y incur from wtnk 
paper or peer reviews nr any other quality ussumncc progroni rCquirCd by third parties (Federal and State grantor and oversight agencies or 
other organization~) liS rC<Juircd under the Fcderul and State Single Audit Acts: 

Year-end bookkeeping assistance - IFor nudil,'i subject to Government Aurliting Staudards, tlli:r i.'i limitetlto bookkeeping servic·es 
permitted by revisi!d lndepemlence Standardi} cA::.t::s.::ta:::n::.d::•::.rd::..::h.::o::ur::ly!..:.:ra::t::e•::_ _______________ _ 

$32,000 plus reimbursement for reasonable out-of-pocket costs 
Audit~---------------------------------------------------------------------

$3,000 l'rcpuration ofthe-annunl finnncial statements. ____________________________ _ 

Prior to submission of the completed audited linancial report, op_plicable compliance reports and amended contruct (if required) auditors may 
submit invoices tbr approval lOr services rendered, not to exceed 75%ofthc total of the-stated fees above._ l_(thc_cun:c_nt_fOntrac_ted_(ce_is no~­
~:i~~L!!~-I~!!)J:, __ i_~~Y_Q~-~-~J~r~-~£~-~i-~~~ rc
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may be approved for up to 75% of the prior year audit l'ee1,j:1k}lfi~~~;f'ltifqflnifl[l!fl-fi[ili~: 
ijnl!rl\xi!III:t\i\rtJII~;l!Jil!llteqnli'iiJl:lii,~ s._:...• ___________ _ 

10. 'lllc auditor working with a local governmental unit that has outstanding- rcvcnu~ bonds will include in the notes l() the audited finnnciul 
stutcments, whether or not required by tltc revenue bond documents, a calculation demonstrating comp-Jiancc with the revenue bond rnte 
covenant. Additionally. the auditor should ht.! aware that nny other bond compliance statements or ndditionul reports required in the 
authorizing bond documents need to be slibmiltcd to the Local Govcmnient Commission simultaneously with the local govcrilinent's audited 
financial statements unless otherwise spedtfcd in the bond documents. 

I J. Aller completing the nudit. the Auditor shall submit to the Governing Board a writtc_n report of audit. This report shall include but not be 
limited to the following infonnation: (a) Managemenrs Discussion and Analysis, (b) the financial statements and notes of the governmental 
unit and all of its component units prepared in accordnncc with genemlly accepted accounting pri_nciptcs. (c) supplemental)' infonnation 
requested by the client or required for full disclosure under the Jaw, and (d) the Auditor•s- opinion on the material presented. 1l1c Auditor shall 
furnish the required number of copies of the report of uudit to the Governing Board a<; soon as pmcticnl nflcr the close of the ac-counting 
pCriod. 

12. If the audit finn is required by the NC CPA Donrd or the Secretary (}flhc Local Government Commission to have a prc~issmmcc review of 
their audit work. there must be n statement added to the engage-ment letter spccil)•ing the prcaissuance review including a statement that lhe 
Unit of Government will not be billed for the prcaissunncc review. The proaissmmcc review must be perttmned prior to the completed Audit 
being submitted to the Local Government Commission. 'J1tc prc .. Jssuancc report must accompany the audit report upoil submission to the 
Local Govcmmcnt Commission. 

13. The Auditor shall electronically submit the report of uudit to the Local Government Cmnmission when (or prior to) submitting the invoice for 
service,'> rendered. The-report of audit, as filed with the Secretary ofthe_Loenl Government Commission, becmttC-.'i a matter of public record lOr 
inspection und review in the omccs of the Sccrctmy by IJilY intereSted parties. Any subsequent revisions to these reports must be sent to the 
Secretary of the Locul Government Commission. These umlited tinandrtl-statcmcnts-urc used in the prcp;uation of Official Statements tbr debt 
oOCrings {the auditors' opinion ifi not included), by municipul bond rating services, to 1\tllill secondary market disclosure requirements of the 
SI.'Curitics and Exchmlgc Commission, and other lawful purposes of the government. without subsequent consent of the auditor, II' it is 
determined by the Locnl Government Commission that corrections need to be nliltfe tn the unit's tlmmcial statements they should be provided 
within three days ofnolilication unless, another time th1mc is agreed to by the Local Govcmmcnt Commission. 

The LocaJ Govcnnn_ent Commission's proce.<>s for submitting contracts, audit reports and Invoices arc subject to change. Auditors should usc 
the submission process in cfJCct nt the time of submission. 

In addition, if the North Carol inn omec of the State Auditor designates certain programs to be audited ns major programs, n turnaround 
document and u ruprcscntntion letter addressed to the State Auditor shall be submitted to the Local Government Commission. 

14. Should circumStances disclost.:d by the audit call thr a more detailed invcstigntion b)' the Auditor than ncccssaf)' under _ordinary circumstances, 
the Auditor shall intbrril the Governing Board in writing of the need for such uddilional investigation and the ndditional compensation 
required therelbre. Upon approval by the Secretary of the Local Government Commission, this agreement may be varied or changed to include 
the incrca..:;ed time an1Vor compensation as may be agreed upon by the Governing Board IUld the Auditor. 

15. JJ' lUI approwd contmct nc_cds to be varied or changed for any reason~ the change must be made in writing, signed and dated by all parties nnd 
pre-audited if the change includes a change in nudit fcc. This document and a written explanation of the clnmgc must be submitted by e1tlllil in 
PDF fonnnt to the Secretary of the Local Government Commission fbr npprovul. The portal address to upload your amended contract nnd 
Lcttcl' of explanation documents is http://nctreusuret.Slgfd.leapfile.net No change shall he effective unless npnroved hy the 
Secrelarv of the Local Ciuvcnuncnt Commission. the Governing llonrd. and the Audito!'. 



16. Whenever the Auditor uses an engagement Jetter with th_c client, Hen1 17 is to-be completed by referencing the-engagement tcucr und attaching 
a cOpy of the engagement Jetter to the contmct to incorporate the-engagement letter into the contmct. Jn case of conflict between the tenns of 
the engagement letter nnd the tcnns of this contmct, the tcnns of this commCt will control. Engagement letter tcnns arc deemed to be void 
unless the-conflicting termS of this crintmct·nrc specifically deleted in Hem 2-2--ofthis contmct. Engngcmcnt leiters containing indemnification 
clnuses will not be approved by the Local Govcrmncnt_-Coinmission. 

17. Special provisions should be limited. Please list tmy special_p_rovisions in nn attachment. 
Any special provisions are noted in the attached engagement letter, 

18. A separate contmct !-ihould not be made for each division to be audited or.rcport to be submitted. A separate contmct must be executed for each 
component unit which is a local government-and for which- a separate audit report is issued. 

19. The contract must be executed, prc~audilcd, physically signed by all parties nnd submitted in PDF Jhmmt including unit and auditor signatures 
tlf' the CommisSion. The current portal address to 1 

20. 'll1c c-ontract is not valid until it is approved by the Local GovemmCnt Comn_lission. '11tc stun· of the Local Govcnnncnt Commission shall 
notify the unit and auditor of contract approval by email. The audil should not he started before the contract is approved. 

21. There are no other agreements between the parties hereto and no other agreements relative hereto !hut shall be enforceable unless entered into 
in uccofdunce with the procedure set out herein and approved by the Sccroinry of the Local Government Commission. 

22. All of the above paragraphs are understood and simi I apply to this agreement. except Ute-following numbered paragraphs shall be deleted: (Sec 
Item 16.) 

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

Audit Firm Si2nature: 
Finn Anderson "'Smith & Wiko PLLC 

H. Dale Smith 
lly:·------,-,-~­
(Please type or print name) 

~Y~.=L ''-+-----~ 
(Signature of authorized audit litm rep res ·nlatin~) 

1!!\l!ill~mra\Jllf!l!!ml 
dsmith@asw-cpa.com 

January 19, 2013 
Dale_ __ _ 

Unit Signatures: 

Donna Coffey, Chair 
By . ---·-:-c-------. 
(Pica.'ic IYJ)C or print name nnd !i.!!lV 

Unit Signatures (continued): 
13y NtA 
(Chulr of Audit Committee~ please type or print name) 

N/A 

(Signature of Audit Com mitten Chairperson) 

N/A 
Dmc'---c~~~~-c~ 
(tf unit hns no nudit committee, this section should be nlln·kcd 
"N/A.") 

·nlis in!'lrnment has been prcauditcd in the munner retJUired by ·ntc Locul 
Go\'l.,'fttmcnt Budge! rmd Fiscal Control Act or hy the School Budget and 
Fiscal Control Act. Additionally. the following date is the dale this audit 
e-ontmct was approved by the governing body. 

Donna Brinkley 

OowrnmcntullJnit Finuncc Olliccr (Please-type or prim nnmc} 

(Signalurc) 

il!i1ID!~.llift~Jt(ii&~~fime{( 
Donna.Brlnkley@orange.k12.nc.us 

Dnlc 

flli~luu!l!fi~~§Ml~1i!i..t!¥i;!l~~oii~6,J .... 
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ANNUAL INDEPENDENT 
AUDIT 

scinds Policy Number: DID-R, DID 

8310Annual Independent Audit 

Date Approved: 
11/17/2004 

2128/1979 

Policy Number: 8310 

The accounts of the school district and the individual schools wm be audited as soon as possible after 
the close of each fiscal year by an independent, qualified auditor. The auditor will be selected by 
the board and the terms and conditions will be specified in a written contract. The auditor will 
report directly to the board. 

The superintendent will assist the board in providing for an annual independent audit which meets all requirements 
as provided by G.S. JISC-447 and any other relevant statute. All employees and agents of the school district 
having custody of public money or responsibility for keeping records of public fmancial or fiScal affairs will produce 
all books and records requested by the auditor and provide any information relating to fiScal affairs requested by the 
auditor. Any employee who fails to cooperate may be subject to disciplinary action, up to and including dismissal 
and also may be found guilty of criminal conduct. 

Legal Reference: G.S. 115C-447 
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