ORANGE COUNTY
BOARD OF EDUCATION

AGENDA ITEM ABSTRACT

Meeting Date: __ February 11, 2013

AGENDA ITEM No. 13-02-16

ACTION ITEM: (Y/N) Y

SUBJECT: Audit Contract Approval

INFO. CONTACT: Donna Brinkley PHONE: 919-732-8126

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 oppottunity 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 #8310 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 schooi districts, more than any firm in the state.
They are unigue in that they specialize in audits of school districts. Approximately 80% 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 iraining
for principals, directors and bookkeepers and charge reduced rates for additionat 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 guestions 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 possibie 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, shalf inciude
all its terms and conditions, and shali be submitted to the Secretary of the Local Government
Commission for his approvai 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 shalil prepare a typewritten or printed report embodying financial statements
and his opinion and comments relating thereto. The financial statements accompanying the auditor's
report shali be prepared in conformity with generally accepted accounting principles.”

FINANCIAL MPACT: 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.



1.GC-205 (Rev. 2012) CONTRACT TO AUDET ACCOUNTS

Of Urange County School
(‘ovcmmenlal Unil

On this 19th day of January . 2013 _ Anderson Smith & Wike PLLC
Auditor
116 Greylyn Road, Rockingham, NC 28379
Mailing Address
» hereinafier referred to as
the Auditor, and (he Board of Education of _Orange County Schools . hereinafier referred
Goveming Board Governmental Uniy

to as the Governmental Unil, agree as (ollows:

L

The Auditor shall audit all statements and disclosures required by gencrally nccepted accounting principies and additional wequired fcgal
statements and disclosurcs of alt funds and/or divisions of the Govemmentat Unit for the period beginning July 1 r,uim?

and ending June 30 , 2013 . 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 stutements and an opinon will be rendered in refation to {as applicable)
the governmental activities, the business-type activitics, the aggregate discreicly presented companent units, each major governmental and
enterprise fund, and the aggregate remaining, fund information (non-major government and criterprise funds, the internat service Tund type, and
the fiduciary fund types).

At a minimum, the Auditor shall conduct his/her sudit and render hig/lier repont in accordance with generally accepted auditing standards. The
Auditor shali perform the audit in accordance with Governnment Auditing Stundards il vequired by the Stote Single Audit Implementation Act.
as codiffed in G.S. 159-34. IT required by OMB Circutar A-133 and the State Single Audit Implementation Act, the auditor shall perform a
Single Audit. This audit and alf associated workpapers may be subject 1o veview by Federal and State sgencies in aceordance with Federal and
State faws, including the stafls of the Office of State Auditor (OSA) and the LGC. Il the audit and/or workpapers are found in this review to
be substandard, the resuils of the revicw may be forwarded to the North Carofina State Board of CPA Examiners,

This contract contemplntes an wnqualificd opinion heing rendered. I finuncial statements are not prepared in sccordunce with penerally
aceepted accounting principles (GAAP), or the statements fail 4o include ol disclosurcs required by GAAP, please provide on explanation for
that departuee from GAAP ip on aftachment,

This contract contemplates an unqualified opinion being rendered. The audit shali include such tests of the accounting records and such other
auditing pmwdum as are cons:dered by the Audiiur to be necessasy in the circumstances. Any limitations or restrictions in scop

if this audit engagement is subject to the standards for audit as defined in Government Auditing Standards, July 2007 revisions, issued by the
Cnmp!ml!er Generl of the United States, then by sceepting this engagemen, the Auditor warennis that he has mel the requirements lor a pecr

revicw nnd conunumg education as specified in Oavemmem Auditing Standards, ‘The Auditor aprecs to provide a copy of thele most recem
repardiess of the date of the o i epart to the Governmental Unit and the Sccremry of the Local Government

Commlssmn pnoto the exccution of the audit contract. (Bcc Item 22) I the pudit firm reccived a peer review rating other than pass, the
awditor shalt not contracl with any Local Government Units without first contacting the Sceretary of the Local Government Commission for a
peer review analysis thet may eesuft in additional contractual requirements.

If the audit engagement is not subject to Gevernment Accounting Standards, the Auditor shell provide an explanation s to why in an
attachment,

It is ngreed that time is of the esscnce in this contract. All audifs ure to be performed and the report of audit submitted to the SEGFD within
four months of fscal year end, Audit report is due on: Qctober 31 013 . ['#t becomes necessary to amend this due
date or the audit fee, an amended contract along with a written cxplanation of the delay must bc submitted to the Secrelaty of the Local
Govemnment Commission for approval,

Tt is agreed that penerally accepled auditing slandards include a review of the Governmental Unit’s systems of inlernal control and accounting
as the systems cchite to accountability of funds, edherence to budget requirements, and adherence to law requirements. in addition, the
Auditor will make a wrilten reporl, which may or may not be a parl of the written report of audil, to the Governing Board setting forth his
findings, together with his recommendations for improvement. That wrilten report must include all muw.r\ defined as “s;gmﬁc.um dcf" cicncies
and matgrial wenknesses™ in AU 325 of the AICPA Prafessional Standards. The Auditor shall fil that vc

Gove mmission.

All locat government and public authority contracts for audit or audit-refated work require the approval of the Secrctary of the Lecal

Government Commission. This includes annual or specinl audits, agreed upon prumdmes related o Internal Control, bookkeeping or other

assistance necessary o prepare the Unit's rccnrds for uudn. f nam:lal slatement prcparauon a.ny finance-refated mvesugatmna. or any other
vic d undes ; hat ¢ paid b

: 1 | cl: A TEHLE ommission, (This nlso mcludes any pmgmw blllmgs)
iG 8. 159-34 and 1|5C-447i The pmcess for | mvuu,c appmval has chamgcd AH involces for Audil work must be submittcd by email in PDF
format to the Sccrelary of the Local Government Commission for approval.  “The invoices must be emalied to: lge.invoices@nelrcasurer.com



135,

10

Emiil Subject line should read “unif nate — invoice.  The:PDF invoige marked dppmw.d with approval.date will be returned by cmail 1o the
Auditer for them-to present to the’ Local Goverriment Unit for payment.  Approval is not required on conirhets and invoices for system
improvements and similarservices of o nonsauditing silnre.

In-considération of thé s zi:himmry performagce ol the provisions of this agreciient, it Governmentat Unit shall pay.to the  Auditor, upon
approvat by the. Seerctary of the Loval Governmenl Commission; the folfowing fee, which includes any cost the Auditor miay ineur froms work
paper or peer-revicws. or any ‘othcr qualily assornce program réquired By third: purtics (B ederal and State- prantor-and ovcrstg,hi agencics or
ofher organizations).as: n,qum.d underihe Federal and Siate Single Audit. Acts:

Year-end bookkeeping assistance — [For audiis. subjecr to- Gavérmment Auditing Standards,. this- i Hmited 1o boaAAeepmg services
permitted by revised Tndependence Standards) At standard hUl—"‘ ly rates

Audit $32,000 plus reimbursement for reasonable uul-of-po‘ck,e_t cqs_ts

. e $3,000
Preparation of the annuid finiincial statenients .

Prior to submission of the usmpletud audited financial reporl. - nppizublc compliance repirs and amendid umtracl Gfr rcquu'cd) audltors miy
submit inveiccs for approv:l! for services rendered, not 1o-exeecd T3%:0f tht. total-of the: sinted fees above,

fixed in tolal, invoices Tor services rendered iy be. dpproved Toi-up 10 75% of the prioryear audit fee
S 26,250

The aud:zor working ‘with a local governmental unit {hat has oulstanding’ revemic bonds will mcIudc in_the notes 0. the audited Mnancial
statements, whether-or siot requircd by e revenpe bond doguments, a s:uicu!ulum clu.momtnhug complisnes w:ti; the - tevenue houd mte
‘covenant.  Additionally,. the auditor showld be aware tiat any -other- bond compliance stateinents or -additional xeporls required in he
authoizing bond-dochmicnts necd to-be submitted 16, the 'Local Goverinient Commission simufandously with the focal governinerits audited
linancial staternents unless otherwise specificd'in the-bond documeits.

Afer completing the audit. e Auditor shall submit to the Governing Bonrd a-writicr report of audit, This report shall include but not be
timited 1o the following infonmation: (a) Musagemeni’s Discussion and: Anulv.wi (b) the Minanéial staements nad uoics ol the govemmmmi
unit_and afl of its compenent uuits . prepared in -accordance with gevernily «tcu.ph.d acconnting privcipies, (c) ‘.uppiemcntary information
requested hy the-client or qumrcd for. fulf disclosurc under: !hc {ow; aind (d) the Auditor’s: opinion-on the material prescrited. The ‘Auditor shall
furnish the required number of copies of the report of aud:t io the Govcm:n[._. Board a8 soouas practical after the close-ol the accounting
period.

if the audit firm is-requircd by the NC CPA Rourd or the Sccretary ol the Local Govuml!tcn! Lo:mmmun {0 have a-presigsuance review-of
their-audit work, there must be a statement ﬂdl’_ll-(! Lo the cngapement feter 5ptui§'mj, the pre- issuance. review including a statement that the
Uniit of Govermmient will not bé billed for the pre-issunnce Teview, The pre-issiance review mitst be performed prior to the compléted Audit
being submiitted 1o the Local Governmient Comenission. The pre-issuancé réport mast dccompany the sudit report upon submission to the
Loeal Government: Commission,

The Auditor.shall cliecironicaily submit:the réport o audit 10 the Local Governaient Comiission when (or priorto) submitting ihe invoice for
services rendered. - Thereport of andit, as filed with the Seorctivy of the: Local Governinént Coinmission, liceoimes a matter of public régond for
inspeetion and review in the offices of the Sceretary by any interested purtics. Any subsequent: revisions (o these reports must be:sent fo-the
Secretary of the Loeal Govemment Cofymission. These nudited financial Stawments ure ysed 7n the preparation of Offical Siu:emt.ma tor delyt
,ol‘lt.rmge (the auditors” opinden is-nol included), by municipal bond rating services, to fullil secondary market disclosure requirements of the
Scenfities .and Bxchange Commission, ariid other hwwiil purposcs of thie. government, without subscquesit consent of the auditor. 17t is
determingd by the Local Government Commission that cofrections newd to:be'mndc o, Ué:unit’s financial statements they should b provided
within three days of notification uniess, another tine frame is agreed to by l!te Local Goventment Commission,

The Local Government Commission’s process for submitting contracts, audit reports and Invoices are quh_;u.t to.chunge. Auditors should use
the submission process in elfect-ut ihe timé of submission.

In addition, if' the North Caroling Office of the State Auditor designates cerlnin programs to be audited ay major progems, a wrisround
docuiiient and & répresentation letier addresséd-to the State Auditor shalt bis submitted {o the Local Government Commission.

Should circumstances disclosed by the audit call for & more detailed investipation hy the Awditor than necessary wsdor ordinary circumsiances,
‘the Auditor shall inform the Goveriing Board in writiag of the. necd for such additional investigntion and the additional comipensation
requirgd thergfore. Upon approval by the Secretary of the Local Government Comimission, this agrecingnt may be varicd or changed to include
Ahe increased time and/or compensotion as may be agreed spon by the Goveraing Bourd and the Anditor.

Han approved contract iteeds 10 be varicil-or chaged for-any reason, he change mustBe mide-in writing; signed and dated by afl partics and
pre-audited ifthe change includes o change fn auilit fee., This doeunmient and a writlén sxplmation of the chinge must be submitted by el in
PDF format to the Seeretary of the Local (‘ovmnm.m Commission: for approvat, The porial addreys to uplomd your amended. contract and

Letter of explanntion documents is http Mhcireasuyer.sl fa, lea;}ﬁk net Mo chanee shall be elective wilcss approved by the
Secretary of the Local Government Cominission, the Governing Doard, and the Auditor,




16.  Whenever the Auditor uses an engagement letier with the client, ilem 17istohe wmplctcd by referencing thic enpagement fetter and dttaching
a copy 6l the engagement letier to:the. contract 1o mccrpera!e the: mgdgcmmt letter-into-the coniraet, I case-of conflict bétween the terms of
the engapement letieranil the teoms of: this-contrgt g tefms. oT thjs contrict witl control, Engagement letier terms.are deeimed to bevaid-
unless the Conflicting terms of this contrael are: specill Laily deleted in Jew 22707 this .contract. Lngagement Tetters containing indemnifieation
ciauses witl not beapprovied by the:Local Government; Cemmlssmn

17, Special provesmns should be fimited, Ptc.m listany smclat pr{mbmm jnamn atmchmem
Any speciat provisions are noted it the attached engagemani lalter,
18. A separate contraci should not-be made for.each division. lo be audited or: Teporiio be submiitted. A separate contract must be executed for each
component unit which isa loéal government-and: fcr which sepamte ‘aiidit n.pnﬂ s issuied.

19, Thi contract must be exebined, pre-aidited, physawi!y signed by-alf purlivs and submidted in PDF formm: including. unitand auditor mgmmrcq
lo the. Scoretary of the - Lacal (znvcm:m.m Commissmn 'ilac gurrum pormi azidma, fo sspiﬁmd your -contraclunl_doctiments s
hit treagnrerslefdlea ' i .

20.  ‘he contract is not valid untit it is.approved hy- the Local. Gm'u.mmuu Cummmmn “The-stadl of" the Local Government Cosmmission shall
notify the unitand auditor of contract approval by u.;nali Tiie; dud]l ﬂlmutcf naog hc stanted hefore ghe contract is spproved.

2t There arg no other agreements between the parfies hiereto and no;otlier-agrectnents relative héreto that shall be cnforcedble unless-catered into
in-actordiice with-the procédure. sét out hcrun anid, ﬂpprovcd by the. Sccn.mry of the Local Govcmmuu Commission.

22, Albof the above paragraphs are understopd and shatl upply to this agreement, except thic following numbiercd parographs shall be deleted: (See
Hem 16.) '

23. AR communications regarding Audit contract requests for madification.or olicial-upprovals-will be sent to the email
Adldresses provided in the following areas,

Audit Firm:Signature: Unit Signitures (continued):
Fins Anderson Smith & Wike PLLC By NiA

{ChiralAudit C‘_cimmi!'lée- fitease type or prini'lmm'c)

H. Dale Smith

By B N/A
{]‘il.‘.LSL !ym or print namte) . )
/\] M /\’V‘ﬂ {8ignature of Audit Committee Chairperson)
(S;yla[un. o 'mihon:u:d audit firm n;)rcslniamc) e N/A
; (i unit- hos o nudit committee, this section should hie muvked
Emul A H SNIAMY
dsmith@asw-cpa.com
January 19 2013 “This jusiniment has been preaudited in the manner required by The Local
Date L . . S Goveminent Budgetand Fiscal Control-Act or by-the School Budget and

Fisent Control Act. Additionally, the Tollowing dae is the date this audit
compict was: approved hy tie govemiing body,
it Sign7 it .
tnit Signatnres Dorina Brinkiey
Donna Coffay, Chair

fiy Goverimentat Unit Finanes Officer (Please type or prist e}

{Please type of print name Hnd tithy)

{Signanre)




U313 8310 Annual Independent Audit

ANNUAL INDEPENDENT
AUDIT o ]
Rescinds Policy Number: DiD-R,E&DE_D | ) 'E-Issuéd: 2/28/1979

1 '-_t_é Approved: 1 Policy Number: 8310

| 1171772004

The accounts of the school district and the individual schools will 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. 115C-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 financial 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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