
 

 
 
April 10, 2018 

Board of County Commissioners and Management 
Buncombe County, North Carolina 
 
Dear Ladies and Gentlemen: 

We are pleased to confirm our understanding of the terms and objectives of our engagement and the nature and 
limitations of the audit services CliftonLarsonAllen LLP (“CLA,” “we,” “us,” and “our”) will provide for Buncombe 
County, North Carolina (“you,” “your,” or “the entity”) for the year ended June 30, 2018. 

Bill Early is responsible for the performance of the audit engagement. 

Audit services 

We will audit the financial statements of the governmental activities, the business‐type activities, the aggregate 
discretely presented component units, each major fund, and the aggregate remaining fund  information, which 
collectively comprise the basic financial statements of Buncombe County, North Carolina, as of and for the year 
ended June 30, 2018, and the related notes to the financial statements. 

The Governmental Accounting Standards Board (GASB) provides for certain required supplementary information 
(RSI) to accompany the entity’s basic financial statements.The RSI will be subjected to certain limited procedures, 
but will not be audited.  

We will also evaluate and report on the presentation of the following supplementary information other than RSI 
accompanying the financial statements in relation to the financial statements as a whole: 

1. Combining and individual fund statements 

2. Budgetary and other schedules  

3. Schedule of expenditures of federal and state awards 

The  following  information other  than RSI accompanying  the  financial statements will not be subjected  to  the 
auditing procedures applied in our audit of the financial statements and our auditors’ report will not provide an 
opinion or any assurance on that information: 

1. Introductory section 

2. Statistical section 

  

CliftonLarsonAllen LLP 
1966 Greenspring Drive, Suite 300 
Timonium, MD 21093 

410-453-0900 | fax 410-453-0914 

CLAconnect.com 

 



April 10, 2018 
Buncombe County, North Carolina 
Page 2 
 
 

Audit objectives 

The objective of our audit is the expression of opinions about whether your basic financial statements are fairly 
presented,  in all material  respects,  in conformity with accounting principles generally accepted  in  the United 
States of America  (U.S. GAAP). Our  audit will  be  conducted  in  accordance with  auditing  standards  generally 
accepted in the United States of America (U.S. GAAS); the standards for financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2 
U.S.  Code  of  Federal  Regulations  Part  200, Uniform  Administrative  Requirements,  Cost  Principles,  and  Audit 
Requirements for Federal Awards (Uniform Guidance). Our audit will include tests of your accounting records, a 
determination of major program(s) in accordance with the Uniform Guidance, and other procedures we consider 
necessary  to  enable  us  to  express  opinions  and  render  the  required  reports. We will  apply  certain  limited 
procedures  to  the RSI  in accordance with U.S. GAAS. However, we will not express an opinion or provide any 
assurance on the RSI because the  limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance. We will also perform procedures to enable us to express an opinion on whether 
the supplementary information as identified above other than RSI accompanying the financial statements is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 

The objectives of our audit also include: 

 Reporting  on  internal  control  over  financial  reporting  and  compliance  with  the  provisions  of  laws, 
regulations, contracts, and award agreements, noncompliance with which could have a material effect on 
the financial statements in accordance with Government Auditing Standards. 

 Reporting on internal control over compliance related to major programs and expressing an opinion (or 
disclaimer of opinion) on compliance with federal statutes, regulations, and the terms and conditions of 
federal awards that could have a direct and material effect on each major program in accordance with the 
Uniform Guidance. 

The Government Auditing Standards report on  internal control over financial reporting and on compliance and 
other matters will include a paragraph that states (1) that the purpose of the report is solely to describe the scope 
of our testing of internal control and compliance and the result of that testing, and not to provide an opinion on 
the effectiveness of the entity’s internal control or on compliance, and (2) that the report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering the entity’s internal control 
and compliance. The Uniform Guidance report on internal control over compliance will include a paragraph that 
states that the purpose of the report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the result of that testing based on the requirements of the Uniform 
Guidance. Both reports will state that the report is not suitable for any other purpose. 

We will  issue written reports upon completion of our audit of your  financial statements and compliance with 
requirements  applicable  to major  programs. We  cannot  provide  assurance  that  unmodified  opinions will  be 
expressed. Circumstances may arise in which it is necessary for us to modify our opinions, add an emphasis‐of‐
matter  or  other‐matter  paragraph(s),  or  withdraw  from  the  engagement.  If  our  opinions  on  the  financial 
statements or the single audit compliance opinion are other than unmodified, we will discuss the reasons with 
you  in advance.  If  circumstances occur  related  to  the  condition of your  records,  the availability of  sufficient, 
appropriate  audit  evidence,  or  the  existence  of  a  significant  risk  of material misstatement  of  the  financial 
statements or material noncompliance caused by error,  fraudulent  financial  reporting, or misappropriation of 
assets, which  in our professional  judgment prevent us  from completing  the audit or  forming opinions on  the 
financial statements or an opinion on compliance, we retain the right to take any course of action permitted by 
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professional  standards,  including  declining  to  express  opinions  or  issue  reports,  or  withdrawing  from  the 
engagement. 

Auditor responsibilities, procedures, and limitations 

We will  conduct our  audit  in  accordance with U.S. GAAS  and  the  standards  for  financial  audits  contained  in 
Government Auditing Standards. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the basic financial statements as a whole are free from material misstatement, whether 
due to fraud or error. An audit  involves performing procedures to obtain sufficient appropriate audit evidence 
about  the amounts and disclosures  in  the basic  financial statements. The procedures selected depend on  the 
auditors’ judgment, including the assessment of the risks of material misstatement of the financial statements, 
whether due to fraud or error. An audit also includes evaluating the appropriateness of accounting policies used 
and  the  reasonableness of  significant  accounting  estimates made by management,  as well  as  evaluating  the 
overall presentation of the basic financial statements.  

There is an unavoidable risk, because of the inherent limitations of an audit, together with the inherent limitations 
of internal control, that some material misstatements or noncompliance may not be detected, even though the 
audit is properly planned and performed in accordance with U.S. GAAS, Government Auditing Standards, and the 
Uniform  Guidance.  Because  we  will  not  perform  a  detailed  examination  of  all  transactions,  material 
misstatements, whether  from  (1) errors,  (2) fraudulent  financial  reporting,  (3) misappropriation  of  assets,  or 
(4) violations of laws or governmental regulations that are attributable to the entity or to acts by management or 
employees acting on behalf of the entity, may not be detected. Because the determination of abuse is subjective, 
Government Auditing Standards do not expect auditors to provide reasonable assurance of detecting abuse. 

In addition, 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 on major programs. 
However, we will inform the appropriate level of management and those charged with governance of any material 
errors, fraudulent financial reporting, or misappropriation of assets that come to our attention. We will also inform 
the  appropriate  level  of  management  and  those  charged  with  governance  of  any  violations  of  laws  or 
governmental regulations that come to our attention, unless clearly inconsequential, and of any material abuse 
that comes to our attention. We will include such matters in the reports required for a single audit. 

In making  our  risk  assessments,  we  consider  internal  control  relevant  to  the  entity’s  preparation  and  fair 
presentation  of  the  basic  financial  statements  and  compliance  in  order  to  design  audit  procedures  that  are 
appropriate  in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. Tests of controls may be performed to test the effectiveness of certain controls that we 
consider relevant to preventing and detecting fraud or errors that are material to the financial statements and to 
preventing  and  detecting misstatements  resulting  from  noncompliance with  provisions  of  laws,  regulations, 
contracts, and grant agreements that have a material effect on the financial 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 Auditing Standards. 

As  required  by  the  Uniform  Guidance,  we  will  perform  tests  of  controls  over  compliance  to  evaluate  the 
effectiveness of the design and operation of controls that we consider relevant to preventing or detecting material 
noncompliance with the direct and material compliance requirements applicable to each major  federal award 
program. However, our tests will be less in scope than would be necessary to render an opinion on those controls 
and, accordingly, no opinion will be expressed in our report on internal control issued pursuant to the Uniform 
Guidance. 
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An audit is not designed to provide assurance on internal control or to identify deficiencies, significant deficiencies, 
or material weaknesses in internal control. However, we will communicate to you in writing significant deficiencies 
or material weaknesses in internal control relevant to the audit of the basic financial statements that we identify 
during the audit that are required to be communicated under AICPA professional standards, Government Auditing 
Standards, and the Uniform Guidance. 

As  part  of  obtaining  reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement, we will perform tests of the entity’s compliance with the provisions of laws, regulations, contracts, 
and grant agreements that have a material effect on the financial statements. However, the objective of our audit 
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. 

We will include in our report on internal control over financial reporting and on compliance relevant information 
about any fraud; noncompliance with provisions of  laws, regulations, contracts, or grant agreements; or abuse 
that may have occurred that are required to be communicated under Government Auditing Standards. 

The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance about 
whether  the auditee has complied with  federal statutes,  regulations, and  the  terms and conditions of  federal 
awards that may have a direct and material effect on each of the entity’s major programs. Our procedures will 
consist of tests of transactions and other applicable procedures described in the “OMB Compliance Supplement” 
for the types of compliance requirements that could have a direct and material effect on each of the entity’s major 
programs.  The  purpose  of  these  procedures will  be  to  express  an  opinion  on  the  entity’s  compliance with 
requirements applicable to each of its major programs in our report on compliance issued pursuant to the Uniform 
Guidance. 

We will evaluate the presentation of the schedule of expenditures of federal awards accompanying the financial 
statements in relation to the financial statements as a whole. We will make certain inquiries of management and 
evaluate  the  form,  content,  and methods  of  preparing  the  schedule  to  determine whether  the  information 
complies with U.S. GAAP and the Uniform Guidance, the method of preparing it has not changed from the prior 
period, and the information is appropriate and complete in relation to our audit of the financial statements. We 
will compare and reconcile the schedule to the underlying accounting records and other records used to prepare 
the financial statements or to the financial statements themselves. 

Our responsibility 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. 

Management responsibilities 

Our audit will be  conducted on  the basis  that you  (management and, when appropriate,  those  charged with 
governance) acknowledge and understand  that you have  certain  responsibilities  that are  fundamental  to  the 
conduct of an audit. 

You are responsible for the preparation and fair presentation of the financial statements, RSI, and the schedule of 
expenditures of federal awards in accordance with U.S. GAAP. Management is also responsible for identifying all 
federal  awards  received,  understanding  and  complying  with  the  compliance  requirements,  and  for  the 
preparation of the schedule of expenditures of federal awards (including notes and noncash assistance received) 
in accordance with the requirements of the Uniform Guidance. 
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Management’s  responsibilities  include  the  selection  and  application  of  accounting  principles;  recording  and 
reflecting all transactions  in the financial statements; determining the reasonableness of significant accounting 
estimates  included  in  the  financial  statements;  adjusting  the  financial  statements  to  correct  material 
misstatements; and confirming to us in the management representation letter that the effects of any uncorrected 
misstatements aggregated by us during the current engagement and pertaining to the latest period presented are 
immaterial, both individually and in the aggregate, to the financial statements taken as a whole. Management is 
responsible  for  compliance with  applicable  laws  and  regulations  and  the  provisions  of  contracts  and  grant 
agreements,  including  compliance with  federal  statutes,  regulations, and  the  terms and  conditions of  federal 
awards  applicable  to  the  entity’s  federal  programs.  Your  responsibilities  also  include  identifying  significant 
contractor relationships in which the contractor has responsibility for program compliance and for the accuracy 
and completeness of that information. 

You are  responsible  for  the design,  implementation, and maintenance of effective  internal  control,  including 
internal  control  over  compliance,  and  for  evaluating  and monitoring  ongoing  activities  to  help  ensure  that 
appropriate goals and objectives are met relevant to the preparation and fair presentation of financial statements 
that are free from material misstatement, whether due to fraud or error; and that there is reasonable assurance 
that government programs are administered in compliance with compliance requirements. 

You are responsible for the design, implementation, and maintenance of internal controls to prevent and detect 
fraud; assessing the risk that the financial statements may be materially misstated as a result of fraud; and for 
informing us about all known or suspected fraud affecting the entity  involving (1) management, (2) employees 
who have significant roles in internal control, and (3) others where the fraud could have a material effect on the 
financial statements. Your responsibilities include informing us of your knowledge of any allegations of fraud or 
suspected fraud affecting the entity received in communications from employees, former employees, grantors, 
regulators, or others. In addition, you are responsible for implementing systems designed to achieve compliance 
with applicable laws and regulations and the provisions of contracts and grant agreements, including compliance 
with federal statutes, regulations, and the terms and conditions of federal awards applicable to the entity’s federal 
programs; identifying and ensuring that the entity complies with applicable laws, regulations, contracts, and grant 
agreements,  including  compliance with  federal  statutes,  regulations, and  the  terms and  conditions of  federal 
awards applicable to the entity’s federal programs; and  informing us of all  instances of  identified or suspected 
noncompliance whose effects on the financial statements should be considered. 

You are responsible for taking timely and appropriate steps to remedy any fraud; noncompliance with provisions 
of laws, regulations, contracts, or grant agreements; or abuse that we may report. Additionally, as required by the 
Uniform  Guidance,  it  is  management’s  responsibility  to  evaluate  and monitor  noncompliance  with  federal 
statutes,  regulations, and  the  terms and  conditions of  federal awards;  take prompt action when  instances of 
noncompliance are  identified,  including noncompliance  identified  in audit  findings; and  to  follow up and  take 
prompt corrective action on reported audit findings and to prepare a summary schedule of prior audit findings 
and a corrective action plan. The summary schedule of prior audit findings should be available for our review on 
June 30, 2018. 

You are responsible for ensuring that management is reliable and for providing us with (1) access to all information 
of which you are aware that is relevant to the preparation and fair presentation of the financial statements, such 
as records, documentation, and other matters, and for the accuracy and completeness of that information, and 
for ensuring the information is reliable and properly reported; (2) access to personnel, accounts, books, records, 
supporting documentation, and other information as needed to perform an audit under the Uniform Guidance; 
(3) additional information that we may request for the purpose of the audit; and (4) unrestricted access to persons 
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within the entity from whom we determine it necessary to obtain audit evidence. You agree to inform us of events 
occurring or  facts discovered subsequent  to  the date of  the  financial statements  that may affect  the  financial 
statements. 

You agree to include our report on the schedule of expenditures of federal awards in any document that contains 
and indicates that we have reported on the schedule of expenditures of federal awards. You also agree to include 
the audited financial statements with any presentation of the schedule of expenditures of federal awards that 
includes our report thereon or make the audited financial statements readily available to intended users of the 
schedule of expenditures of federal awards no later than the date the schedule of expenditures of federal awards 
is issued with our report thereon. Your responsibilities include acknowledging to us in the representation letter 
that (1) you are responsible for presentation of the schedule of expenditures of federal awards in accordance with 
the Uniform Guidance;  (2) you believe  the schedule of expenditures of  federal awards,  including  its  form and 
content,  is  fairly  presented  in  accordance with  the Uniform  Guidance;  (3) the methods  of measurement  or 
presentation have not changed from those used in the prior period (or, if they have changed, the reasons for such 
changes);  and  (4) you  have  disclosed  to  us  any  significant  assumptions  or  interpretations  underlying  the 
measurement or presentation of the schedule of expenditures of federal awards. 

Management  is  responsible  for  the preparation and  fair presentation of other  supplementary  information  in 
accordance with U.S. GAAP. You agree to include our report on the supplementary information in any document 
that contains, and indicates that we have reported on, the supplementary information. You also agree 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. You agree to provide us 
written representations related to the presentation of the supplementary information. 

Management is responsible for providing us with a written confirmation concerning representations made by you 
and your staff to us in connection with the audit and the presentation of the basic financial statements and RSI. 
During our engagement, we will request information and explanations from you regarding, among other matters, 
the entity’s activities, internal control, future plans, specific transactions, and accounting systems and procedures. 
The procedures we will perform during our engagement and the conclusions we reach as a basis for our report 
will be heavily influenced by the representations that we receive in the representation letter and otherwise from 
you. Accordingly, inaccurate, incomplete, or false representations could cause us to expend unnecessary effort or 
could cause a material fraud or error to go undetected by our procedures. In view of the foregoing, you agree that 
we shall not be responsible for any misstatements in the entity’s financial statements that we may fail to detect 
as a result of misrepresentations made to us by you. 

Management  is  responsible  for  authorizing  the  predecessor  auditor  to  allow  us  to  review  the  predecessor 
auditor’s workpapers and to respond fully to our inquiries, thereby providing us with information to assist us in 
planning and performing the engagement. You will be responsible for any fees billed by the predecessor auditor 
related to our review of their workpapers and our inquiries. 

Management is responsible for establishing and maintaining a process for tracking the status of audit findings and 
recommendations. Management is also responsible for identifying and providing report copies to us of previous 
financial audits, attestation engagements, performance audits, or other studies related to the objectives discussed 
in the “Audit objectives” section of this letter. This responsibility includes relaying to us corrective actions taken 
to  address  significant  findings  and  recommendations  resulting  from  those  audits,  attestation  engagements, 
performance audits, or other engagements or studies. You are also responsible for providing management’s views 
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on our current findings, conclusions, and recommendations, as well as your planned corrective actions for the 
report, and for the timing and format for providing that information. 

Responsibilities and limitations related to nonaudit services 

For all nonaudit services we may provide to you, management agrees to assume all management responsibilities; 
oversee the services by designating an individual, preferably within senior management, who possesses suitable 
skill, knowledge, and/or experience to understand and oversee the services; evaluate the adequacy and results of 
the services; and accept responsibility for the results of the services. 

Use of financial statements 

The financial statements and our report thereon are for management’s use. If you intend to reproduce and publish 
the  financial  statements and our  report  thereon,  they must be  reproduced  in  their entirety.  Inclusion of  the 
audited financial statements in a document, such as an annual report or an offering document, should be done 
only with our prior approval of the document. You are responsible to provide us the opportunity to review such 
documents before issuance. 

If  the parties  (i.e.,  you and CLA) agree  that CLA will not be  involved with  your official  statements  related  to 
municipal  securities  filings or other offering documents, we will  require  that any official  statements or other 
offering documents issued by you with which we are not involved clearly indicate that CLA is not involved with 
the contents of such documents. Such disclosure should read as follows: 

CliftonLarsonAllen  LLP,  our  independent  auditor,  has  not  been  engaged  to  perform  and  has  not 
performed,  since  the  date  of  its  report  included  herein,  any  procedures  on  the  financial  statements 
addressed in that report. CliftonLarsonAllen LLP also has not performed any procedures relating to this 
offering document. 

With  regard  to  the  electronic  dissemination  of  audited  financial  statements,  including  financial  statements 
published electronically on your website or submitted on a regulator website, you understand that electronic sites 
are a means to distribute information and, therefore, we are not required to read the information contained in 
those sites or to consider the consistency of other information in the electronic site with the original document. 

We may  issue  preliminary  draft  financial  statements  to  you  for  your  review. Any  preliminary  draft  financial 
statements should not be relied on or distributed. 

Engagement administration and other matters 

We understand that your employees will prepare all confirmations, account analyses, and audit schedules we 
request and will locate any documents or invoices selected by us for testing. A list of information we expect to 
need for our audit and the dates required will be provided in a separate communication. 

At the conclusion of the engagement, we will complete the auditor sections of the electronic Data Collection Form 
SF‐SAC and perform the steps to certify the Form SF‐SAC and single audit reporting package. It is management’s 
responsibility  to  complete  the  auditee  sections  of  the Data  Collection  Form. We will  create  the  single  audit 
reporting package PDF file for submission; however, it is management’s responsibility to review for completeness 
and  accuracy  and  electronically  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 Data Collection Form to the federal audit clearinghouse and, if appropriate, to pass‐through 
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entities. The Data Collection Form and the reporting package must be electronically submitted within the earlier 
of 30 calendar days after receipt of the auditors’ reports or nine months after the end of the audit period. 

We will provide copies of our reports to the entity; however, management is responsible for distribution of the 
reports  and  the  financial  statements.  Unless  restricted  by  law  or  regulation,  or  containing  privileged  and 
confidential information, copies of our reports are to be made available for public inspection. 

The  audit  documentation  for  this  engagement  is  the  sole  and  exclusive  property  of  CLA  and  constitutes 
confidential  and  proprietary  information.  However,  subject  to  applicable  laws  and  regulations,  audit 
documentation and appropriate individuals will be made available upon request and in a timely manner to the 
Office of  the State Auditor, or  its designee, a  federal agency providing direct or  indirect  funding, or  the U.S. 
Government Accountability Office for purposes of a quality review of the audit, to resolve audit findings, or to 
carry out oversight  responsibilities. We will notify you of any such  request.  If  requested, access  to such audit 
documentation will be provided under the supervision of CLA personnel. Furthermore, upon request, we may 
provide  copies of  selected audit documentation  to  the aforementioned parties. These parties may  intend, or 
decide,  to  distribute  the  copies  or  information  contained  therein  to  others,  including  other  governmental 
agencies. 

The audit documentation  for this engagement will be retained  for a minimum of seven years after the report 
release date or  for any additional period requested by the Office of the State Auditor.  If we are aware  that a 
federal  awarding  agency,  pass‐through  entity,  or  auditee  is  contesting  an  audit  finding, we will  contact  the 
party(ies) contesting the audit finding for guidance prior to destroying the audit documentation. 

Except as permitted by the “Consent” section of this agreement, CLA will not disclose any confidential, proprietary, 
or privileged information of the entity to any persons without the authorization of entity management or unless 
required by  law. This confidentiality provision does not prohibit us from disclosing your  information to one or 
more of our affiliated companies in order to provide services that you have requested from us or from any such 
affiliated company. Any such affiliated company shall be subject to the same restrictions on the use and disclosure 
of your information as apply to us. 

Professional standards require us to be  independent with respect to you in the performance of these services. 
Any discussion  that you have with our personnel  regarding potential employment with you  could  impair our 
independence with  respect  to  this engagement. Therefore, we  request  that  you  inform us prior  to any  such 
discussions  so  that we  can  implement appropriate  safeguards  to maintain our  independence and objectivity. 
Further, any employment offers to any staff members working on this engagement without our prior knowledge 
may  require  substantial  additional  procedures  to  ensure  our  independence.  You will  be  responsible  for  any 
additional costs incurred to perform these procedures. 

Our relationship with you is limited to that described in this letter. As such, you understand and agree that we are 
acting solely as independent accountants. We are not acting in any way as a fiduciary or assuming any fiduciary 
responsibilities for you. We are not responsible for the preparation of any report to any governmental agency, or 
any other form, return, or report or for providing advice or any other service not specifically recited in this letter. 

Our engagement and responsibility end on delivery of our signed report. Any additional services that might be 
requested will  be  a  separate,  new  engagement.  The  terms  and  conditions  of  that  new  engagement will  be 
governed by a new, specific engagement letter for that service. 
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Government Auditing  Standards  require  that we make our most  recent  external peer  review  report  publicly 
available. The report is posted on our website at www.CLAconnect.com/Aboutus/. 

Mediation 

Any  disagreement,  controversy,  or  claim  (“Dispute”)  that  may  arise  out  of  any  aspect  of  our  services  or 
relationship with you, including this engagement, shall be submitted to non‐binding mediation by written notice 
(“Mediation Notice”) to the other party. In mediation, we will work with you to resolve any differences voluntarily 
with the aid of an impartial mediator.  

The mediation will be conducted as specified by the mediator and agreed upon by the parties. The parties agree 
to discuss their differences in good faith and to attempt, with the assistance of the mediator, to reach an amicable 
resolution of the Dispute. 

Each party will bear its own costs in the mediation. The fees and expenses of the mediator will be shared equally 
by the parties. 

Time limitation 

The nature of our services makes it difficult, with the passage of time, to gather and present evidence that fully 
and fairly establishes the facts underlying any Dispute that may arise between the parties. The parties agree that, 
notwithstanding any statute or law of limitations that might otherwise apply to a Dispute, including one arising 
out of this agreement or the services performed under this agreement, for breach of contract or fiduciary duty, 
tort,  fraud, misrepresentation or any other cause of action or  remedy, any action or  legal proceeding by you 
against us must be commenced within  twenty‐four  (24) months  (“Limitation Period”) after  the date when we 
deliver our final audit report under this agreement to you, regardless of whether we do other services for you 
relating to the audit report, or you shall be forever barred from commencing a lawsuit or obtaining any legal or 
equitable relief or recovery. 

The Limitation Period applies and begins to run even  if you have not suffered any damage or  loss, or have not 
become aware of the existence or possible existence of a Dispute. 

Fees 

We  estimate  that  our  fees  for  these  services will  be  $118,125.    The  fee  estimate  is  based  on  anticipated 
cooperation from your personnel and their assistance with preparing confirmations and requested schedules. If 
the requested items are not available on the dates required or are not accurate, the estimated fee for services 
could  be  higher.  If  unexpected  circumstances  require  significant  additional  time, we will  advise  you  before 
undertaking work that would require a substantial increase in the fee estimate.  

Other fees 

You also agree to compensate us for any time and expenses, including time and expenses of legal counsel, we may 
incur  in responding to discovery requests or participating as a witness or otherwise  in any  legal, regulatory, or 
other proceedings that we are asked to respond to on your behalf. 

Finance charges and collection expenses 

You agree that if any statement is not paid within 30 days from its billing date, the unpaid balance shall accrue 
interest at the monthly rate of one and one‐quarter percent (1.25%), which is an annual percentage rate of 15%. 
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In the event that any collection action is required to collect unpaid balances due us, reasonable attorney fees and 
expenses shall be recoverable. 

HIPAA Business Associate Agreement 

To protect the privacy and provide for the security of any protected health information, as such is defined by the 
Health Insurance Portability and Accountability Act of 1996, as amended from time to time, and the regulations 
and policy guidances thereunder  (HIPAA), Buncombe County, North Carolina and CLA shall enter  into a HIPAA 
Business Associate Agreement  (BAA)  in  the  form  attached  hereto.  If  the  attached HIPAA  Business Associate 
Agreement is acceptable, please sign, date, and return it to us. 

Consent 

Consent to use financial information 

Annually, we assemble a variety of benchmarking analyses using client data obtained through our audit and other 
engagements.  Some  of  this  benchmarking  information  is  published  and  released  publicly.  However,  the 
information  that  we  obtain  is  confidential,  as  required  by  the  AICPA  Code  of  Professional  Conduct.  Your 
acceptance of this engagement  letter will serve as your consent to use of Buncombe County, North Carolina’s 
information in these cost comparison, performance indicator, and/or benchmarking reports. 

Subcontractors 

CLA may, at times, use subcontractors to perform services under this agreement, and they may have access to 
your information and records. Any such subcontractors will be subject to the same restrictions on the use of such 
information and records as apply to CLA under this agreement and the BAA. 

Agreement 

We appreciate the opportunity to be of service to you and believe this letter accurately summarizes the significant 
terms of our engagement. This letter constitutes the entire agreement regarding these services and supersedes 
all prior agreements (whether oral or written), understandings, negotiations, and discussions between you and 
CLA. If you have any questions, please let us know. Please sign, date, and return the copy of this letter to us to 
indicate your acknowledgment and understanding of, and agreement with, the arrangements for our audit of your 
financial statements including the terms of our engagement and the parties’ respective responsibilities. 

Sincerely, 

CliftonLarsonAllen LLP 
 

 
 
William A. Early, Jr., CPA 
Principal 
Bill.Early@CLAconnect.com 
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Response: 

This letter correctly sets forth the understanding of Buncombe County, North Carolina. 

 

Authorized governance signature:                

Title:                        

Date:                        

 

Authorized management signature:                

Title:                        

Date:                        
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HIPAA BUSINESS ASSOCIATE AGREEMENT 

THIS HIPAA BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is made by and 
between Buncombe County, North Carolina (hereinafter referred to as “Client”) and 
CliftonLarsonAllen LLP (hereinafter referred to as “CLA”). This Agreement is effective as of the 
date signed by Client. 

RECITALS 

WHEREAS, Client is a “covered entity” within the meaning of 45 CFR § 160.103; 

 WHEREAS, CLA provides accounting, consulting, or other services to Client and, in 
connection therewith, Client wishes to disclose “protected health information” within the meaning 
of 45 CFR § 160.103 to CLA and CLA wishes to receive protected health information and, on 
behalf of Client, create, maintain, or transmit protected health information (collectively, “Client’s 
PHI”); 

 WHEREAS, CLA is a “business associate” within the meaning of 45 CFR § 160.103;  

 WHEREAS, Client and CLA intend to protect the privacy and provide for the security of 
Client’s PHI in compliance with the Health Insurance Portability and Accountability Act of 1996, 
the Health Information Technology for Economic and Clinical Health Act of 2009, and the 
regulations and policy guidance thereunder (“HIPAA Rules”); 

 WHEREAS, the HIPAA Rules require that Client receive adequate assurances that CLA 
will comply with certain obligations with respect to Client’s PHI and, accordingly, the parties 
hereto desire to enter into this Agreement for the purpose of setting forth in writing the terms and 
conditions for the use, disclosure, and safeguarding of Client’s PHI, including provisions required 
by the HIPAA Rules as the same may be amended from time to time;  

NOW, THEREFORE, in consideration of the foregoing recitals and mutual covenants 
herein contained and other good and valuable consideration, the receipt and sufficiency of which 
are hereby acknowledged, the parties agree as follows: 

TERMS OF AGREEMENT 

1. Obligations and Activities of CLA. 

a. Permitted and Required Uses and Disclosures. CLA shall not use or disclose 
Client’s PHI except as permitted or required by this Agreement or as required by law. 
Specifically, CLA agrees as follows:  

i. CLA may only use or disclose Client’s PHI as necessary to perform 
the services set forth in the service agreement, if any, between Client and CLA, to 
perform functions, activities, or services for, or on behalf of, Client as requested by 
Client from time to time, or as required by law. 
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ii. CLA shall use or disclose only the “Minimum Necessary” amount 
of information, as such term is defined in the HIPAA Rules, required to conduct 
the authorized activities herein, except that CLA will limit disclosures to a limited 
data set as set forth in 45 CFR § 164.514(e)(2) as required by the HIPAA Rules. 

iii. CLA may not use or disclose Client’s PHI in a manner that would 
violate Subpart E of 45 CFR Part 164 if done by Client, except that CLA may use 
or disclose Client’s PHI for the proper management and administration of CLA or 
to carry out the legal responsibilities of CLA, provided the use or disclosures are 
required by law or CLA obtains reasonable assurances from the person to whom 
the information is disclosed that Client’s PHI will remain confidential and used or 
further disclosed only as required by law or for the purposes for which it was 
disclosed to the person, and the person notifies CLA of any instances of which it is 
aware in which the confidentiality of Client’s PHI has been breached. 

iv. CLA may use Client’s PHI to provide “data aggregation services” 
relating to the health care operations of Client within the meaning of 45 CFR § 
164.501. 

v. CLA shall not disclose Client’s PHI in a manner that would violate 
any restriction thereof which has been duly communicated to CLA. 

vi. Except as permitted by the HIPAA Rules, CLA shall not directly or 
indirectly receive remuneration in exchange for any of Client’s PHI unless 
authorized in writing by Client. 

b. Safeguards. CLA shall use appropriate safeguards, and comply with 
Subpart C of 45 CFR Part 164 with respect to electronic protected health information, to 
prevent use or disclosure of Client’s PHI other than as provided in this Agreement. 

i. Administrative Safeguards. CLA shall implement all required 
administrative safeguards pursuant to 45 CFR § 164.308 as such are made 
applicable to business associates pursuant to the HIPAA Rules. Additionally, CLA 
shall either implement or properly document the reasons for non-implementation 
of all administrative safeguards of 45 CFR § 164.308 that are designated as 
“addressable” as such are made applicable to business associates pursuant to the 
HIPAA Rules. 

ii. Physical Safeguards. CLA shall implement all required physical 
safeguards pursuant to 45 CFR § 164.310 as such are made applicable to business 
associates pursuant to the HIPAA Rules. Additionally, CLA shall either implement 
or properly document the reasons for non-implementation of all physical safeguards 
of 45 CFR § 164.310 that are designated as “addressable” as such are made 
applicable to business associates pursuant to the HIPAA Rules. 

iii. Technical Safeguards. CLA shall implement all required technical 
safeguards pursuant to 45 CFR § 164.312 as such are made applicable to business 
associates pursuant to the HIPAA Rules. Additionally, CLA shall either implement 
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or properly document the reasons for non-implementation of all technical 
safeguards of 45 CFR § 164.312 that are designated as “addressable” as such are 
made applicable to business associates pursuant to the HIPAA Rules. 

c. Reporting of Disclosures. CLA shall report to Client any use or disclosure 
of Client’s PHI not provided for by this Agreement of which CLA becomes aware, 
including any acquisition, access, use or disclosure (i.e., “breach”) of “unsecured protected 
health information,” within the meaning of 45 CFR § 164.403, and any security incident 
of which CLA becomes aware. CLA shall make such report to Client without unreasonable 
delay and in no case later than sixty (60) calendar days following discovery of the breach. 
CLA’s notice to Client shall include all information needed by Client to provide notice to 
affected individuals and otherwise satisfy the requirements of 45 CFR § 164.410. 

d. CLA’s Subcontractors. CLA may disclose Client’s PHI to one or more 
subcontractors and may allow its subcontractors to create, receive, maintain, or transmit 
Client’s PHI on behalf of CLA. CLA shall obtain satisfactory assurances from any such 
subcontractor that it will appropriately safeguard Client’s PHI in accordance with 45 CFR 
§ 164.314(a) and shall ensure that the subcontractor agrees in writing to the same or more 
stringent restrictions, conditions, and requirements that apply to CLA with respect to 
Client’s PHI. Upon CLA contracting with a subcontractor regarding Client’s PHI, CLA 
shall provide Client written notice of such executed agreement.  

e. Satisfying Requests for Access. CLA shall make available to Client Client’s 
PHI in a “designated record set,” within the meaning of 45 CFR § 164.501, as Client may 
require to satisfy its obligations to respond to a request for access pursuant to 45 CFR § 
164.524. If CLA receives a request for access directly from an individual or an individual’s 
designee, CLA shall forward such request within five (5) calendar days to Client for Client 
to fulfill. Alternatively, if directed by Client and agreed to by CLA, CLA shall make 
available to the individual or the individual’s designee Client’s PHI in a designated record 
set, as necessary to satisfy the requirements of 45 CFR § 164.524. CLA shall provide such 
access within thirty (30) calendar days of receiving a request for access and shall confirm 
to Client in writing that such request has been fulfilled. 

f. Satisfying Requests for Amendment. CLA shall make any amendments to 
Client’s PHI in a designated record set, as Client may require to satisfy its obligations to 
respond to a request for amendment pursuant to 45 CFR § 164.526. If CLA receives a 
request for amendment directly from an individual or an individual’s designee, CLA shall 
forward such request within ten (10) calendar days to Client for Client to fulfill. 
Alternatively, if directed by Client and agreed to by CLA, CLA shall make an amendment 
to Client’s PHI in a designated record set, as necessary to satisfy the requirements of 45 
CFR § 164.526. CLA shall make such amendment within sixty (60) calendar days of 
receiving a request for amendment and shall confirm to Client in writing that such request 
has been fulfilled. 

g. Internal Practices. CLA shall make its internal practices, books and records 
relating to the use and disclosure of Client’s PHI available to the Secretary of the United 
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States Department of Health and Human Services or his or her designee for purposes of 
determining compliance with the HIPAA Rules. 

h. Accounting. CLA shall document disclosures of Client’s PHI and 
information related to such disclosures and otherwise maintain and make available the 
information required to provide an accounting of disclosures to the Client as necessary to 
permit the Client to respond to a request for an accounting pursuant to 45 CFR § 164.528. 
If CLA receives a request for an accounting directly from an individual or an individual’s 
designee, CLA shall forward such request within ten (10) calendar days to Client for Client 
to fulfill. Alternatively, if directed by Client and agreed to by CLA, CLA shall provide an 
accounting as necessary to satisfy the requirements of 45 CFR § 164.528. CLA shall satisfy 
such request within sixty (60) calendar days of receiving a request for an accounting and 
shall confirm to Client in writing that such request has been fulfilled. 

i. Policies and Procedures; Documentation. CLA shall develop appropriate 
policies and procedures relating to its compliance with the administrative, physical, and 
technical safeguards set forth in Section 1.b. and shall document, retain, and update such 
policies and procedures as required by 45 CFR § 164.316. 

 j. Compliance as if Covered Entity. To the extent CLA is to carry out one or 
more of the obligations imposed on the Client as a “covered entity” under Subpart E of 45 
CFR Part 164, CLA shall comply with the requirements of said Subpart E that apply to the 
Client in the performance of such obligations. 

 
 2. Client Obligations. Client shall provide notice to CLA of any of the following: 

 a.  Any limitations in the notice of privacy practices of Client under 45 CFR § 
164.520, as well as any changes to such limitations, to the extent that such limitation may 
affect CLA’s use or disclosure of Client’s PHI.  

 b. Any changes in, or revocation of, the permission by an individual to use or 
disclose his or her protected health information, to the extent that such changes may affect 
CLA’s use or disclosure of Client’s PHI. 

 c. Any restriction on the use or disclosure of protected health information that 
Client has agreed to or is required to abide by under 45 CFR § 164.522, to the extent that 
such restriction may affect CLA’s use or disclosure of Client’s PHI.  

 Client shall not request CLA to use or disclose Client’s PHI in any manner that would not 
be permissible under the HIPAA Rules if done by Client, except that Client may request CLA to 
provide to Client “data aggregation services” relating to the health care operations of the Client 
within the meaning of 45 CFR § 164.501, as permitted by 45 CFR § 164.504(e)(2)(i)(B). 

  
 3. Termination of Agreement. 

 a. This Agreement shall terminate on the earliest to occur of the date either 
party terminates the Agreement “for cause,” as described in Section 3.b., the date CLA 
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terminates as described in Section 3c., or pursuant to Section 5 upon either party’s failure 
to negotiate or enter into an amendment to this Agreement. 

 b. Termination for Cause. A breach of any provision of this Agreement by 
either party, as determined by the non-breaching party, shall constitute a material breach 
of the Agreement and shall provide grounds for termination of the Agreement for cause if 
the breaching party is unable to cure such breach to the other party’s satisfaction within ten 
(10) days following written notice of such breach. The breaching party shall cooperate with 
the other party as necessary to mitigate the extent of any unauthorized disclosures of 
Client’s PHI or any damages or potential damages and liability under the HIPAA Rules 
caused by any violation of this Agreement or other unauthorized use of Client’s PHI.  

 c. Termination by CLA. Upon thirty (30) days’ advance written notice, CLA 
shall have the right to terminate this Agreement if Client imposes additional restrictions or 
requirements regarding the use, disclosure, or maintenance of Client’s PHI that CLA 
reasonably determines will materially affect CLA’s ability to perform its responsibilities 
under this Agreement or will materially increase CLA’s costs to perform its responsibilities 
under this Agreement. 

 4. Treatment of Client’s PHI after Termination. Upon termination of this 
Agreement for any reason, CLA, with respect to Client’s PHI, shall: 

a. Retain only that portion of Client’s PHI which is necessary for CLA to 
continue its proper management and administration or to carry out its legal responsibilities; 

 
b. Return to Client or, if agreed to by Client, destroy remaining Client’s PHI 

that CLA still maintains in any form and retain no copies of such Client’s PHI; 
 
c. Continue to use appropriate safeguards and comply with Subpart C of 45 

CFR Part 164 with respect to electronic protected health information to prevent use or 
disclosure of Client’s PHI, other than as provided for in this Section, for as long as CLA 
retains any Client’s PHI; 

 
d. Not use or disclose Client’s PHI retained by CLA other than for the 

purposes for which Client’s PHI was retained and subject to the same conditions, as set 
forth in Section 2, which applied prior to termination;  

 
e. Return to Client or, if agreed to by Client, destroy remaining Client’s PHI 

retained by CLA when it is no longer needed by CLA for its proper management and 
administration or to carry out its legal responsibilities and retain no copies of such Client’s 
PHI; 

 
f. Obtain or ensure the destruction of any Client’s PHI created, received, or 

maintained by any of CLA’s subcontractors; and  
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g. Within thirty (30) calendar days after termination or expiration of this 
Agreement, certify in a written statement signed by a senior officer of CLA, that all Client’s 
PHI has been returned or disposed of as required above. 

 If the parties mutually agree that return or destruction is not feasible, this Agreement shall 
continue to apply to Client’s PHI and, without limitation to the foregoing, the obligations of CLA 
under this Agreement shall survive the termination of this Agreement with respect to any Client’s 
PHI retained by CLA. CLA shall limit further use and disclosure of Client’s PHI to those purposes 
that make the return or destruction of Client’s PHI infeasible. 

 5. Amendment to Comply with Law. The parties acknowledge that state and federal 
laws relating to electronic data security and privacy are rapidly evolving and that amendment of 
this Agreement may be required to provide for procedures to ensure compliance with such 
developments. The parties agree to promptly enter into negotiations concerning the terms of an 
amendment to this Agreement embodying written assurances consistent with the HIPAA Rules or 
other applicable law upon the written request of either party. Either party may terminate this 
Agreement upon thirty (30) days’ written notice in the event (i) the other party does not promptly 
enter into negotiations to amend this Agreement upon the request of the party giving notice or (ii) 
the other party fails to execute an amendment to this Agreement upon the request of the party 
giving notice. 

 6. No Third Party Beneficiaries. Nothing expressed or implied in this Agreement is 
intended to confer, nor shall anything herein confer, upon any person other than Client, CLA, and 
their respective successors or assigns, any rights, remedies, obligations, or liabilities whatsoever. 

 7. Interpretation. This Agreement shall be interpreted as broadly as necessary to 
implement and comply with the HIPAA Rules. The parties agree that any ambiguity in this 
Agreement shall be resolved in favor of a meaning that complies and is consistent with the HIPAA 
Rules. There shall be no presumption for or against either party, by reason of one of the parties 
causing this Agreement to be drafted, with respect to the interpretation or enforcement of this 
Agreement. 

 8. Notices. All notices and other communications required or permitted hereunder or 
necessary or convenient in connection herewith shall be in writing and shall be deemed to have 
been given when hand delivered or mailed by registered or certified mail, as follows (provided that 
notice of change of address shall be deemed given only when received): 

If to Client, to:    Buncombe County, North Carolina 
 200 College Street, Suite 420 

Asheville, North Carolina 28801 
 Attention: Tim Flora, Finance Director 

If to CLA, to: CliftonLarsonAllen LLP 
 227 West Trade Street, 8th Floor 

Charlotte, NC 28202 
 Attention: Bill Early, Principal 
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or to such other names or addresses as Client or CLA, as the case may be, shall designate by notice 
to the other in the manner specified in this Section 9. 

9. Survival. The obligations contained in this Agreement which by their nature or
context survive or are expressly intended to survive the expiration or termination of this Agreement 
will so survive and continue in full force and effect. Without limiting the generality of the 
foregoing, Sections 2, 4, and 7 shall survive the termination of this Agreement. 

10. Severability. If any provision of this Agreement is determined by a court of
competent jurisdiction to be invalid, illegal, or unenforceable, the remaining provisions of this 
Agreement shall remain in full force, if the essential terms and conditions of this Agreement for 
each party remain valid, binding, and enforceable. 

11. Entire Agreement. This Agreement constitutes the entire agreement between the
parties on the matters contained herein. All prior and contemporaneous negotiations and 
agreements between the parties on the matters contained in this Agreement are superseded by this 
Agreement.  

12. Non-Waiver. No failure or delay in exercising any right or remedy under this
Agreement and no course of dealing between the parties operates as a waiver or estoppel of any 
right, remedy, or condition. A waiver made in writing on one occasion is effective only in that 
instance and only for the purpose that it is given and is not to be construed as a waiver on any 
future occasion. 

IN WITNESS WHEREOF, the parties have signed this Agreement. 

Buncombe County, North Carolina CliftonLarsonAllen LLP  

By:  By:  

Print Name:  Print Name:  

Title: Title: 

Date: Date: 

William A. Early, Jr.

Principal

April 2, 2018



 
 

LGC-205 (Rev. 2018)  
CONTRACT TO AUDIT ACCOUNTS 

 

Of     
Primary Government Unit 

 
 

 

Discretely Presented Component Unit (DPCU) if applicable 
 

On this day of , , 
 

Auditor: Auditor Mailing Address:    
 

  Hereinafter referred to as The Auditor 
 

and (Governing Board(s)) of   
(Primary Government) 

and  : hereinafter referred to as the Governmental Unit(s), agree as follows: 
(Discretely Presented Component Unit) 

 
1. The Auditor shall audit all statements and disclosures required by accounting principles generally accepted in the 

United States of America (GAAP) and additional required legal statements and disclosures of all funds and/or 
divisions of the Governmental Unit (s) for the period beginning , , and 
ending , . 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 shall be rendered in relation to (as applicable) the governmental activities, the business-
type activities, the aggregate DPCUs, each major governmental and enterprise fund, and the aggregate remaining 
fund information (non-major government and enterprise funds, the internal service fund type, and the fiduciary 
fund types). 

 
2. At a minimum, the Auditor shall conduct his/her audit and render his/her report in accordance with 

a u d i t i n g  s t a n d a r d s  g e n e r a l l y  a c c e p t e d  i n  t h e  U n i t e d  S t a t e s  o f  A m e r i c a .  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 Uniform Administration Requirements, 
Cost Principles, and Audit Requirements for Federal Awards, (Uniform Guidance) and the State Single Audit 
Implementation Act, the Auditor shall perform a Single Audit. This audit and all associated audit 
documentation may be subject to review by Federal and State agencies in accordance with Federal and State laws, 
including the staffs of the Office of State Auditor (OSA) and the Local Government Commission (LGC). If the 
audit and Auditor communication are found in this review to be substandard, the results of the review may be 
forwarded to the North Carolina State Board of CPA Examiners (NC State Board).  County and Multi-County 
Health Departments: The Office of State Auditor will require Auditors of these Governmental Units to perform 
agreed upon procedures (AUPs) on eligibility determination on certain programs. Both Auditor and Governmental 
Unit agree that Auditor shall complete and report on these AUPs on Eligibility Determination as required by Office 
of the State Auditor (OSA) and in accordance with the instructions and timeline provided by OSA. 

 
3. If an entity is determined to be a component of another government as defined by the group audit standards,  the 

entity’s Auditor shall make a good faith effort to comply in a timely manner with the requests of the group auditor in 
accordance with AU-6 §600.41 - §600.42. 

 
4. This contract contemplates an unmodified opinion being rendered. If during the process of conducting the audit 

the Auditor determines that it will not be possible to render an unmodified opinion on the financial statements 
of the unit, the Auditor shall contact the SLGFD staff to discuss the circumstances leading to that conclusion 
as soon as is practical and before the final report is issued. The audit shall include such tests of the accounting 
records and such other auditing procedures as are considered by the Auditor to be necessary in the circumstances. 
Any limitations or restrictions in scope which would lead to a qualification should be fully explained in an attachment 
to this contract. 
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5. If this audit engagement is subject to the standards for audit as defined in Government Auditing Standards, 2011 
revisions, issued by the Comptroller General of the United States, then by accepting this engagement, the Auditor 
warrants that he has met the requirements for a peer review and continuing education as specified in Government 
Auditing Standards. The Auditor agrees to provide a copy of their most recent peer review report regardless of the 
date of the prior peer review report to the Governmental Unit and the Secretary of the LGC prior to the execution of 
the audit contract.   If the audit firm received a peer review rating other than pass, the Auditor shall not 
contract with the Governmental Unit without first contacting the Secretary of the LGC for a peer review analysis 
that may result in additional contractual requirements. 

 
If the audit engagement is not subject to Government Accounting Standards or if financial statements are not 
prepared in accordance with GAAP and fail to include all disclosures required by GAAP, the Auditor shall provide 
an explanation as to why in an attachment. 

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

 
7. It is agreed that generally accepted auditing standards include a review of the Governmental Unit’s systems of 

internal control and accounting as same relate to accountability of funds and adherence to budget and law requirements 
applicable thereto; that the Auditor shall make a written report, which may or may not be a part of the written report 
of audit, to the Governing Board setting forth his findings, together with his recommendations for improvement. 
That written report shall include all matters defined as “significant deficiencies and material weaknesses” in AU-C 
265 of the AICPA Professional Standards (Clarified). The Auditor shall file a copy of that report with the Secretary 
of the LGC. 

 
8. All local government and public authority contracts for audit or audit-related work require the approval of the 

Secretary of the LGC. This includes annual or special audits, agreed upon procedures related to internal controls, 
bookkeeping or other assistance necessary to prepare the Governmental Unit’s records for audit, financial statement 
preparation, any finance-related investigations, or any other audit-related work in the State of North Carolina.  
Invoices for services rendered under these contracts shall not be paid by the Governmental Unit until the 
invoice has been approved by the Secretary of the LGC. (This also includes any progress billings.) [G.S. 159-34 
and 115C-447] All invoices for Audit work shall be submitted in PDF format to the Secretary of the LGC for    
approval. The invoices shall be sent via upload through the current portal address:  
https://nctreasurerslgfd.leapfile.net. Subject line should read “Invoice – [Unit Name]. The PDF invoice marked 
‘approved’ with approval date shall be returned by email to the Auditor to present to the Governmental Unit for 
payment. Approval is not required on contracts and invoices for system improvements and similar services of a 
non-auditing nature. 

 
9. In consideration of the satisfactory performance of the provisions of this contract, the Primary Government shall 

pay to the Auditor, upon approval by the Secretary of the LGC, the 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 (Federal and 
State grantor and oversight agencies or other organizations) as required under the Federal and State Single Audit Acts. 
(Note: Fees listed on Fees page.). This does not include fees for any Pre-Issuance reviews that may be required by the 
NC Association of CPAs (NCACPA) Peer Review Committee or NC State Board of CPA Examiners (see Item #12).  

 
10. If the Governmental Unit has outstanding revenue bonds, the Auditor shall submit to the SLGFD either in the notes to 

the audited financial statements or as a separate report, a calculation demonstrating compliance with the revenue 
bond rate covenant. Additionally, the Auditor shall submit to the SLGFD simultaneously with the 

https://nctreasurerslgfd.leapfile.net/
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Governmental  Unit’s audited financial  statements any other bond compliance statements or additional reports 
required by the authorizing bond documents, unless otherwise specified in the bond documents. 

 
11. After completing the audit, the Auditor shall submit to the Governing 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 units prepared in accordance with 
GAAP, (c) supplementary information requested by the Governmental Unit or required for full disclosure under the 
law, and (d) the Auditor’s opinion on the material presented. The Auditor shall furnish the required number of 
copies of the report of audit to the Governing Board as soon as practical after the close of the fiscal year end. 

12. If the audit firm is required by the NC State Board, the NCACPA Peer Review Committee, or the Secretary of the 
LGC to have a pre-issuance review of its audit work, there shall be a statement in the engagement letter indicating 
the pre-issuance review requirement.  There also shall be a statement that the Governmental Unit shall not be 
billed for the pre-issuance review. The pre-issuance review shall be performed prior to the completed audit being 
submitted to the SLGFD. The pre-issuance review report shall accompany the audit report upon submission to the 
SLGFD. 

13. The Auditor shall electronically submit the report of audit to the SLGFD as a text-based PDF file when (or prior 
to) submitting the invoice for services rendered. The report of audit, as filed with the Secretary of the LGC, becomes 
a matter of public record for inspection, review and copy in the offices of the SLGFD by any interested parties. Any 
subsequent revisions to these reports shall be sent to the Secretary of the LGC along with an Audit report 
Reissuance form. These audited financial statements, excluding the Auditors’ opinion, may be used in the 
preparation of official statements for debt offerings, by municipal bond rating services to fulfill secondary market 
disclosure requirements of the Securities and Exchange Commission and f o r  other lawful purposes of the 
Governmental Unit without subsequent consent of the Auditor.  If the SLGFD d e t e r m i n e s  that corrections 
need to be made to the Governmental Unit’s financial statements, those corrections shall be provided within three 
days of notification unless another deadline is agreed to by the SLGFD. 

 
If the OSA designates certain programs to be audited as major programs, as discussed in item #2, a turnaround 
document and a representation letter addressed to the OSA shall be submitted to the SLGFD. 

 
The SLGFD’s process for submitting contracts, audit reports and invoices is subject to change.  Auditors shall use 
the submission process in effect at the time of submission.  The most current instructions will be found on our 
website:  https://www.nctreasurer.com/slg/Pages/Audit-Forms-and-Resources.aspx 

 
14. 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 Governing Board in writing of the need for such 
additional investigation and the additional compensation required therefore. Upon approval by the Secretary of the 
LGC, this contract may be varied or changed to include the increased time, compensation, or both as may be agreed 
upon by the Governing Board and the Auditor. 

 
15. If an approved contract needs to be amended for any reason, the change shall be made in writing, on the 

Amended LGC-205 contract form and pre-audited if the change includes a change in audit fee.  This amended 
contract shall be completed in full, including a written explanation of the change, signed and dated by all original 
parties to the contract. It shall then be submitted through the audit contract portal to the Secretary of the LGC for 
approval. The portal address to upload the amended contract is https://nctreasurerslgfd.leapfile.net. No change to 
the audit contract shall be effective unless approved by the Secretary of the LGC, the Governing Board, and the 
Auditor. 

 
 

http://www.nctreasurer.com/slg/Pages/Audit-Forms-and-Resources.aspx
https://nctreasurerslgfd.leapfile.net/
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16. A copy of the engagement letter, issued by the Auditor and signed by both the Auditor and the Governmental Unit shall 
be attached to the contract, and by reference here becomes part of the contract.  In case of conflict between the terms of 
the engagement letter and the terms of this contract, the terms of this contract shall take precedence.  Engagement letter 
terms that conflict with the contract are deemed to be void unless the conflicting terms of this contract are specifically 
deleted in Item #23 of this contract.  Engagement letters containing indemnification clauses shall not be accepted by 
the SLGFD.   
 

17. Special provisions should be limited. Please list any special provisions in an attachment. 
 

18. A separate contract should not be made for each division to be audited or report to be submitted. If a DPCU is 
subject to the audit requirements detailed in the Local Government Budget and Fiscal Control Act and a separate 
audit report is issued, a separate audit contract is required. If a separate report is not to be issued and the DPCU is 
included in the primary government audit, the DPCU shall be named along with the parent government on this audit 
contract.  DPCU Board approval date, signatures from the DPCU Board chairman and finance officer also shall be 
included on this contract. 

 
19. The contract shall be executed, pre-audited, physically signed by all parties including Governmental Unit and 

t h e  Auditor and then submitted in PDF format to the Secretary of the LGC.  The current portal address to upload 
the contractual documents is https://nctreasurerslgfd.leapfile.net.  Electronic signatures are not accepted at this time.   
Included with this contract are instructions to submit contracts and invoices for approval as of November 2017. 
These instructions are subject to change.  Please check the NC Treasurer’s web site at  
https://www.nctreasurer.com/slg/Pages/Audit-Forms-and-Resources.aspx for the most recent instructions. 

 
20. The contract is not valid until it is approved by the Secretary of the LGC. The staff of the LGC shall notify 

the Governmental Unit and Auditor of contract approval by email. The audit should not be started before 
the contract is approved. 

 
21. There are no other agreements between the parties hereto and no other agreements relative hereto that shall be 

enforceable unless entered into in accordance with the procedure set out herein and approved by the Secretary of the 
LGC. 

 
22. E-Verify. Auditor shall comply with the requirements of NCGS Chapter 64 Article 2. Further, if Auditor utilizes 

any subcontractor(s), Auditor shall require such subcontractor(s) to comply with the requirements of NCGS 
Chapter 64, Article 2. 

 
23. All of the above paragraphs are understood and shall apply to this contract, except the following numbered 

paragraphs shall be deleted: (See Item 16 for clarification). 
 

 
 

SIGNATURE PAGES FOLLOW FEES PAGE 

https://nctreasurerslgfd.leapfile.net/
https://www.nctreasurer.com/slg/lfm/forms-instructions/Pages/Annual-Audit-Forms-and-Resources.aspx
https://www.nctreasurer.com/slg/lfm/forms-instructions/Pages/Annual-Audit-Forms-and-Resources.aspx
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FEES – PRIMARY GOVERNMENT 
 

AUDIT: $ _________________________________________________________________________________________ 
 

WRITING FINANCIAL STATEMENTS: $______________________________________________________________ 
  
ALL OTHER NON-ATTEST SERVICES: $ _____________________________________________________________ 
 

For all non-attest services the Auditor shall adhere to the independence rules of the AICPA Professional Code of Conduct 
and Governmental Auditing Standards (as applicable).  Bookkeeping and other non-attest services necessary to perform 
the audit shall be included under this contract. However, bookkeeping assistance shall be limited to the extent that the 
Auditor is not auditing his or her own work or making management decisions.  The Governmental Unit shall designate an 
individual with the suitable skills, knowledge, and/or experience necessary to oversee the services and accept 
responsibility for the results of the services.  Financial statement preparation assistance shall be deemed a “significant 
threat” requiring the Auditor to apply safeguards sufficient to reduce the threat to an acceptable level.  The Auditor shall 
maintain written documentation of his or her compliance with these standards in the audit work papers.  
Prior to submission of the completed audited financial report, applicable compliance reports and amended contract (if 
required) the Auditor may submit invoices for approval for services rendered, not to exceed 75% of the total of the stated 
fees above.  If the current contracted fee is not fixed in total, invoices for services rendered may be approved for up to 
75% of the prior year audit fee. 
 
The 75% cap for interim invoice approval for this audit contract is $   

              ** NA if there is to be no interim billing 
 

FEES – DPCU (IF APPLICABLE) 
AUDIT: $ _________________________________________________________________________________________ 
 

WRITING FINANCIAL STATEMENTS: $______________________________________________________________ 
  
ALL OTHER NON-ATTEST SERVICES: $ _____________________________________________________________ 
 

For all non-attest services the Auditor shall adhere to the independence rules of the AICPA Professional Code of Conduct 
and Governmental Auditing Standards (as applicable).  Bookkeeping and other non-attest services necessary to perform 
the audit shall be included under this contract. However, bookkeeping assistance shall be limited to the extent that the 
Auditor is not auditing his or her own work or making management decisions.  The Governmental Unit shall designate an 
individual with the suitable skills, knowledge, and/or experience necessary to oversee the services and accept 
responsibility for the results of the services.  Financial statement preparation assistance shall be deemed a “significant 
threat” requiring the Auditor to apply safeguards sufficient to reduce the threat to an acceptable level.  The Auditor shall 
maintain written documentation of his or her compliance with these standards in the audit work papers.  
Prior to submission of the completed audited financial report, applicable compliance reports and amended contract (if 
required) the Auditor may submit invoices for approval for services rendered, not to exceed 75% of the total of the stated 
fees above.  If the current contracted fee is not fixed in total, invoices for services rendered may be approved for up to 
75% of the prior year audit fee. 
 
The 75% cap for interim invoice approval for this audit contract is $   

              ** NA if there is to be no interim billing 
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Communication regarding audit contract requests for 
modification or official approvals will be sent to the 
email addresses provided in the spaces below. 
Audit Firm Signature: 

By 
Authorized Audit firm representative name: Type or print 

Signature of authorized audit firm representative 

Date 

 

 

PRE-AUDIT CERTIFICATE: Required by G.S. 159-28 
(a) 

This instrument has been pre-audited in the manner 
required by The Local Government Budget and Fiscal 
Control Act or by the School Budget and Fiscal Control 
Act.  

By 
Primary Government Unit Finance Officer: 
Type or print name 

Governmental Unit Signatures: 

Primary Government Finance Officer Signature 
Date 
(Pre-audit Certificate must be dated.) 

Mayor / Chairperson: Type or print name and title 

Signature of Mayor/Chairperson of governing board 

Date 

By 
Chair of Audit Committee - Type or print name 

** 
Signature of Audit Committee Chairperson 

Date

Date Primary Government Governing Body 
Approved Audit Contract - G.S. 159-34(a) 

** If Governmental Unit has no audit committee, mark 
this section "N/A" 

***Please provide us the most current email addresses available as we use this information 
to update our contact database***

Name of Audit Firm 

Email Address of Audit Firm 

By 
Name of Primary Government 

Email Address of Finance Officer 

April 2, 2018



Contract to Audit Accounts (cont.)    
Primary Government Unit 

Discretely Presented Component Unit (DPCU) if applicable 

 

 
Page 7 of 9 

 

 
 

** This page to only be completed by Discretely Presented Component Units If Applicable ** 
 
 
 

 

Communication regarding audit contract requests for 
modification or official approvals will be sent to the 
email addresses provided in the spaces below. 
DPCU Governmental Unit Signatures: 

 

 
 

By 
DPCU Board Chairperson: Type or print name and title 

 

 
PRE-AUDIT CERTIFICATE: Required by G.S. 159-28 
(a) 
This instrument has been pre-audited in the manner 
required by The Local Government Budget and Fiscal 
Control Act or by the School Budget and Fiscal Control 
Act. 

 

 
 

 

Signature of Chairperson of DPCU governing board 
 

Date 

DPCU Finance Officer: 
Type or print name 

 
 

 
 

By 
Chair of Audit Committee - Type or print name 

  ** 
Signature of Audit Committee Chairperson 

Date 
** If Governmental Unit has no audit committee, mark 
this section "N/A" 

DPCU Finance Officer Signature 
Date 
(Pre-audit Certificate must be dated.) 

Email Address of Finance Officer 

Date DPCU Governing Body Approved Audit 
Contract - G.S. 159-34(a) 

 
 

 
 
 
 
***Please provide us the most current email addresses available as we use this information 

to update our contact database***

 
Name of Discreetly Presented Component Unit 

By 
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Steps to Completing the Audit Contract 
 

 
1. Complete the header information – If a DPCU is subject to the audit requirements found in the Local Government 

Budget and Fiscal Control Act and a separate report is being issued for that DPCU, a separate audit contract for the 
DPCU is required.  If a separate report is not being issued for the DPCU – it is being included in the Primary 
Government’s audit – the DPCU shall be named with the Primary Government on the audit contract for the 
Primary Government.   The Board Chairperson of the DPCU shall sign the audit contract in addition to the elected 
leader of the Primary Government.  

2. Item No. 1 – Complete the period covered by the audit 
 

3. Item No. 6 – Fill in the audit due date. For Governmental Unit (s), the contract due date can be no later than 4 
months after the end of the fiscal year, even though amended contracts may not be required until a later date. 

 
4. Item No. 8 – If the process for invoice approval instructions changed, the Auditor should make sure he and his 

administrative staff are familiar with the current process. Instructions for each process can be found at the 
following link. https://www.nctreasurer.com/slg/Pages/Audit-Forms-and-Resources.aspx 

 

5.    Item No. 9 –Please note that the new fee section has been moved to page 5. 
 

6.     Item No. 16 – Has the engagement letter been attached to the contract that is being submitted to SLGFD? 
a. Do the terms and fees specified in the engagement letter agree with the Audit contract?  “In case of 

conflict between the terms of the engagement letter and the terms of this contract, the terms of this 
contract shall take precedence.” 

 
b.   Does the engagement letter contain an indemnification clause? The audit contract shall not 

be approved if there is an indemnification clause – refer to LGC Memo # 986. 
 

7. Complete the fee section for BOTH the Primary Government and the DPCU (if applicable) on the fees 
page; please note: 

 
• The cap on interim payments is 75% of the current audit fee for services rendered if the contracted fee 

amount is a fixed amount. If any part of the fee is variable, interim payments are limited to 75% of the 
prior year’s total audit fee. If the contract fee is partially variable, we shall compare the authorized 
interim payment on the contract to 75% of last year’s actual approved total audit fee amount according to 
our records. There is a report of audit fees paid by each governmental unit on our web site:   

 https://www.nctreasurer.com/slg/lfm/audit_acct/Pages/default.aspx  select “audit fees” 
 
Please call or email Lorna Hodge at 919-814-4299 lorna.hodge@nctreasurer.com if you have any 
questions about the fees on this list. 

 

• For variable fees for services, are the hourly rates or other rates clearly stated in detail? If issued 
separately in an addendum, has the separate page been acknowledged in writing by the Governmental 
Unit? 

https://www.nctreasurer.com/slg/Pages/Audit-Forms-and-Resources.aspx
https://www.nctreasurer.com/slg/lfm/audit_acct/Pages/default.aspx
mailto:lorna.hodge@nctreasurer.com
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Discretely Presented Component Unit (DPCU) if applicable 
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• For fees for services that are a combination of fixed and variable fees, are the services to be provided for 
the fixed portion of the fee clearly stated? Are the hourly rates or other rates clearly stated for the 
variable portion of the fee?        (Note: See previous bullet point regarding variable fees.) 

 

• If there is to be no interim billing, please indicate N/A instead of leaving the line blank. 
 

8. Signature Area – There are now 2 Signature Pages: one for the Primary Government and one for the DPCU. 
P l e a s e  o n l y  s end the page(s) that are applicable to your Unit of Government and do not include the 
instructions pages. Make sure all signatures have been obtained, and properly dated.   The contract shall be 
approved by Governing Boards pursuant to G.S. 159-34(a).  If this contract includes the audit for a DPCU 
that is a Public Authority that falls under the Local Government Budget and Fiscal Control Act, it shall be named 
in this contract and the Board Chairperson of the DPCU also shall sign the contract in the area indicated.  If the 
DPCU is filing a separate audit, a separate audit contract is required for that DPCU.  

 

9. Please place the date the Primary Government’s Governing Board and the DPCU’s Governing Board (if 
applicable) approved the audit contract in the space provided. 

 
a. Please make sure that you provide email addresses for the audit firm and finance officer as these will be 

used to communicate official approval of the contract. 
 

b. Has the pre-audit certificate for the Primary Government (and the DPCU if applicable) been signed and 
dated by the appropriate party? 

 

c. Has the name and title of the Mayor or Chairperson of the Unit’s Governing Board and the DPCU’s 
Chairperson (if applicable) been typed or printed on the contract and has he/she signed in the correct area 
directly under the Auditor’s signature? 

 
10. If the Auditor is performing an audit under the yellow book or single audit rules, has year-end bookkeeping 

assistance been limited to those areas permitted under the revised GAO Independence Standards? Although not 
required, we encourage Governmental Units and Auditors to disclose the nature of these services in the contract 
or an engagement letter. Fees for these services should be shown in the space indicated on the fees page. 

 
11. Has the most recently issued peer review report for the audit firm been included with the contract? This is 

required if the audit firm has received a new peer review report that has not yet been forwarded to us. The audit 
firm is only required to send the most current Peer Review report to us once – not multiple times. 

 
12. After all the signatures have been obtained and the contract is complete, please convert the contract and all other 

supporting documentation to PDF.  When submitting for approval send the documents as one PDF file to include 
the Audit contract, any applicable addendums, the engagement letter and Peer Review Report.   Submit  these 
documents using the most current submission process which can be obtained at the NC Treasurer’s web site  

 
https://www.nctreasurer.com/slg/Audit%20Forms%20and%20Resources/Instructions%20for%20Contract%20Su
bmission.pdf 

 
13. If an audit cannot be completed by the due date, the Auditor or Governmental Unit shall file an Amended Contract 

form (Amended LGC-205).  This form shall be signed by the Governmental Unit representative and the Auditor.  
The explanation for the delay in completing the audit is part of this contract amendment form and shall be provided.  
The parties that signed the original audit contract shall sign the amended contract form as well. If the signing 
representatives are unable to sign the amended contract, please include an explanation for this in the submitted 
amended contract form.   

https://www.nctreasurer.com/slg/Audit%20Forms%20and%20Resources/Instructions%20for%20Contract%20Submission.pdf
https://www.nctreasurer.com/slg/Audit%20Forms%20and%20Resources/Instructions%20for%20Contract%20Submission.pdf
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