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May 3, 2018 RSMUSLLP

The Honorable Mayor and City Council
Douglas J Hewett, City Manager

Jay Toland, Acting Chief Financial Officer
City of Fayetteville

Fayetteville, North Carolina

The Objective and Scope of the Audit of the Financial Statements

You have requested that we audit the financial statements of City of Fayetteville (the “City”) which
comprise governmental activities, business-type activities, aggregate discretely presented component
unit, each major fund, and aggregate remaining fund information as of and for the year ended June 30,
2018 which collectively comprise the basic financial statements. We are pleased to confirm our
acceptance subject to our final RSM firm acceptance procedures, and our understanding of this audit
engagement by means of this letter.

Our audit will be conducted with the objective of our expressing an opinion on the financial statements.

We will also perform the audit of the City of Fayetteville as of June 30, 2018 so as to satisfy the audit
requirements imposed by the Single Audit Act and Subpart F of Title 2 U.S. Code Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for
Federal Programs (Uniform Guidance), the State Single Audit Implementation Act, and 14 Code of
Federal Regulations (CFR) Part 158, “Passenger Facility Charges” (PFC program).

The Responsibilities of the Auditor

We will conduct the audit in accordance with auditing standards generally accepted in the United States
of America (GAAS), Government Auditing Standards" issued by the Comptroller General of the United
States; and the provisions of the Single Audit Act, Subpart F of Title 2 U.S. CFR Part 200, Uniform
Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards, and the U.S.
Office of Management and Budget's Compliance Supplement, and the State Single Audit Implementation
Act. Those standards, the Uniform Guidance, supplements and act require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of 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 financial statements.

Because of the inherent limitations of an audit, together with the inherent limitations of internal control, an
unavoidable risk that some material misstatements may not be detected exists, even though the audit is
properly planned and performed in accordance with GAAS. Also, an audit is not designed to detect errors
or fraud that are immaterial to the financial statements. The determination of abuse is subjective;
therefore, Government Auditing Standards do not expect us to provide reasonable assurance of detecting
abuse.
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In making our risk assessments, we consider internal control relevant to the City’s preparation and fair
presentation of the financial statements 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. However, we will communicate to you in writing concerning any significant deficiencies or
material weaknesses in internal control relevant to the audit of the financial statements that we have
identified during the audit.

We will also communicate to the City Council (a) any fraud involving senior management and fraud
(whether caused by senior management or other employees) that causes a material misstatement of the
financial statements that becomes known by us during the audit, and (b) any instances of noncompliance
with laws and regulations that becomes known to us during the audit (unless they are clearly
inconsequential).

The funds and account groups that you have told us are maintained by the City and that are to be
included as part of our audit are listed here.

General fund

Special Revenue Funds

Capital Project funds

Enterprise funds

Internal Service Funds

General Capital Asset Account Group
General Long-Term Debt Account Group

The component unit whose financial statements you have told us are to be included as part of the City's
basic financial statements is Fayetteville Public Works Commission.

The federal and state financial assistance programs that you have told us that the City participates in and
that are to be included as part of the single audit are consistent with those listed in the prior year’s single
audit.

We are responsible for the compliance audit of major programs under the Uniform Guidance, including
the determination of major programs, the consideration of internal control over compliance, and reporting
responsibilities.

Our reports on internal control will include any significant deficiencies and material weaknesses in
controls of which we become aware as a result of obtaining an understanding of internal control and
performing tests of internal control consistent with requirements of the standards and circular identified
above. Our reports on compliance will address material errors, fraud, abuse, violations of compliance
requirements, and other responsibilities imposed by state and federal statutes and regulations and
assumed by contracts; and any state or federal grant, entitlement, or loan program questioned costs of
which we become aware, consistent with requirements of the standards and circulars identified above.

The Responsibilities of Management and Identification of the Applicable Financial Reporting
Framework

Our audit will be conducted on the basis that management and those charged with governance
acknowledge and understand that they have responsibility:

e For the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America;



e To evaluate subsequent events through the date the financial statements are issued or available
to be issued, and to disclose the date through which subsequent events were evaluated in the
financial statements. Management also agrees that it will not evaluate subsequent events earlier
than the date of the management representation letter referred to below;

¢ For the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error;

e For establishing and maintaining effective internal control over financial reporting and for
informing us of all significant deficiencies and material weaknesses in the design or operation of
such controls of which it has knowledge;

o For (a) making us aware of significant vendor relationships where the vendor is responsible for
program compliance, (b) following up and taking corrective action on audit findings, including the
preparation of a summary schedule of prior audit findings, and a corrective action plan, and (c)
report distribution including submitting the reporting packages; and

e To provide us with:

a. Access to all information which management is aware that is relevant to the preparation and
fair presentation of the financial statements such as records, documentation, and other
matters;

b. Additional information that we may request from management for the purpose of the audit;

c. Unrestricted access to persons within the entity from whom we determine it necessary to
obtain audit evidence;

d. When applicable, a summary schedule of prior audit findings for inclusion in the single audit
reporting package; and

e. If applicable, responses to any findings reported on the schedule of findings and questioned
costs.

As part of our audit process, we will request from management written confirmation concerning
representations made to us in connection with the audit including among other things:
e That management has fulfilled its responsibilities as set out in the terms of this letter; and
¢ That it believes 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 identifying and ensuring that the City complies with the laws and
regulations applicable to its activities, and for informing us about all known material violations of such
laws or regulations. In addition, management is responsible for the design and implement of programs
and controls to prevent and detect fraud or abuse, and for informing us about all known or suspected
fraud or abuse affecting the entity involving management, employees who have significant roles in
internal control, and others where the fraud or abuse could have a material effect on the financial
statements or compliance. Management is also responsible for informing us of its knowledge or any
allegations of fraud or abuse or suspected fraud or abuse affecting the entity received in communications
from employees, former employees, analysts, regulators, short sellers, or others.

Management is responsible for the preparation of the supplementary information in accordance with
accounting principles generally accepted in the United States of America. Management agrees to include
the auditor’s report on the supplementary information in any document that contains supplementary
information. Management also agrees to present the supplementary information with the audited financial
statements, or, if the supplementary information will not be presented with audited financial statements, to
make the audited financial statements readily available to the internal users of the supplementary
information no later than the date of issuance of the supplementary information and the auditor’s report
thereon.



Because the audit will be performed in accordance with the Single Audit Act and the Uniform Guidance,
management is responsible for (a) identifying all federal awards received; (b) preparing the schedule of
expenditures of federal awards (including notes and noncash assistance received) in accordance with
Uniform Guidance requirements; (c) internal control over compliance; (d) compliance with federal
statutes, regulations, and the terms and conditions of federal awards; (€) making us aware of significant
vendor relationships where the vendor is responsible for program compliance (f) following up and taking
corrective action on audit findings, including the preparation of a summary schedule of prior audit findings
and a corrective action plan; and (g) submitting the reporting package and data collection form.

The City Council is responsible for informing us of its views about the risks of fraud within the City, and its
knowledge of any fraud or suspected fraud affecting the City.

City of Fayetteville agrees that it will not associate us with any public or private securities offering without
first obtaining our consent. Therefore, the City agrees to contact us before it includes our reports or
otherwise makes reference to us, in any public or private securities offering. Our association with an
official statement is a matter for which separate arrangements will be necessary. The City agrees to
provide us with printer’s proofs or masters of such offering documents for our review and approval before
printing, and with a copy of the final reproduced material for our approval before it is distributed. In the
event our auditor/client relationship has been terminated when the City seeks such consent, we will be
under no obligation to grant such consent or approval.

City of Fayetteville’s Records and Assistance

If circumstances arise relating to the conditions of your records, the availability of sufficient, competent
evidential matter, or indications of a significant risk of material misstatement of the financial statements
because of error, fraudulent financial reporting, misappropriation of assets, or noncompliance which in our
professional judgment prevent us from completing the audit or forming an opinion, we retain the unilateral
right to take any course of action permitted by professional standards, including declining to express an
opinion or issue a report, or withdrawal from the engagement.

During the course of our engagement, we may accumulate records containing data which should be
reflected in the City's books and records. The City will determine that all such data, if necessary, will be
so reflected. Accordingly, the City will not expect us to maintain copies of such records in our
possession.

The assistance to be supplied by organization personnel, including the preparation of schedules and
analyses of accounts has been discussed and coordinated with Jay Toland, Acting Chief Financial
Officer. The timely and accurate completion of this work is an essential condition to our completion of the
audit and issuance of our audit report.

In connection with our audit, you have requested us to perform certain non-audit services necessary for
the preparation of the financial statements, including the preparation of the draft financial statements that
are based on management’s chart of accounts and trial balance and any adjusting, correcting, and
closing entries that has been approved by management and assisting in the preparation of draft notes to
the financial statements based on information provided by and approved by management. The GAS
require that the auditor maintain independence so that opinions, findings, conclusions, judgments, and
recommendations will be impartial and viewed as impartial by reasonable and informed third parties.
Before we agree to provide a non-audit service to City of Fayetteville, we determine whether providing
such a service would create a significant threat to our independence for GAS audit purposes, either by
itself or in aggregate with other non-audit services provided. A critical component of our determination is
consideration of management'’s ability to effectively oversee the non-audit service to be performed. City of
Fayetteville has agreed that Jay Toland, Acting Chief Financial Officer possesses suitable skill,
knowledge, or experience and that the individual understands the preparation of the draft financial



statements and notes to the financial statements services to be performed sufficiently to oversee them.
Accordingly, the management of City of Fayetteville agrees to the following:

1. City of Fayetteville has designated Jay Toland, Acting Chief Financial Officer as a senior member of
management, who possesses suitable skill, knowledge, and experience to oversee the services;

2. Jay Toland, Acting Chief Financial Officer will assume all management responsibilities for subject
matter and scope of the drafting of the financial statements and related notes;

City of Fayetteville will evaluate the adequacy and results of the services performed; and

4. City of Fayetteville accepts responsibility for the results and ultimate use of the services
Other Relevant Information

From time to time and depending upon the circumstances, we may use third-party service providers to
assist us in providing professional services to you. In such circumstances, it may be necessary for us to
disclose confidential client information to them. We enter into confidentiality agreements with all third-
party service providers and we are satisfied that they have appropriate procedures in place to prevent the
unauthorized release of your confidential information to others.

In accordance with Government Auditing Standards, a copy of our most recent peer review report and
applicable letter of comment is enclosed, for your information.

Fees, Costs and Access to Audit Documentation

Our fees for the audit and accounting services described above are based upon the value of the services
performed and the time required by the individuals assigned to the engagement, plus direct expenses.
Our fee for the services described in this letter will not exceed $79,400 which includes testing for major
federal or State grants. Our fee and completion of our work is based upon the following criteria:

a. Anticipated cooperation from City personnel
b. Timely responses to our inquiries

c. Timely and accurate completion and delivery of the standard PBC (prepared by client) work papers
requested each year that support the amounts, balances, and disclosures in the financial statements and
schedule of expenditures of federal and state awards.

d. Timely communication of all significant accounting and financial reporting matters
e. The assumption that unexpected circumstances will not be encountered during the engagement

If any of the aforementioned criteria are not met, then fees may increase, however we would discuss this
with you before proceeding with any additional required work. We will submit billings accordingly. Interim
billings will be submitted as work progresses and as expenses are incurred. Billings are due upon
submission.

Our professional standards require that we perform certain additional procedures, on current and
previous years’ engagements, whenever a partner or professional employee leaves the firm and is
subsequently employed by or associated with a client. Accordingly, City of Fayetteville agrees it will
compensate RSM US LLP for any additional costs incurred as a result of the employment of a partner or
professional employee of RSM US LLP.

In the event we are requested or authorized by City of Fayetteville or are required by government
regulation, subpoena, or other legal process to produce our documents or our personnel as witnesses
with respect to our engagements for City of Fayetteville, City of Fayetteville will, so long as we are not a
party to the proceeding in which the information is sought, reimburse us for our professional time and
expenses, as well as the fees and expenses of our counsel, incurred in responding to such requests.



The documentation for this engagement is the property of RSM US LLP. However, you acknowledge and
grant your assent that representatives of the cognizant or oversight agency or their designee, other
government audit staffs, and the U.S. Government Accountability Office shall have access to the audit
documentation upon their request; and that we shall maintain the audit documentation for a period of at
least three years after the date of the report, or for a longer period if we are requested to do so by the
cognizant or oversight agency. Access to requested documentation will be provided under the
supervision of RSM US LLP audit personnel and at a location designated by our Firm.

You have informed us that you intend to prepare a comprehensive annual financial report (CAFR) and
submit it for evaluation by the Government Finance Officers Association's Certificate of Achievement for
Excellence in Financial Reporting Program. Our participation in the preparation of the CAFR is to consist
of having the report reviewed by a person who has also performed reviews for the GFOA Certificate
Program and have him involved in the resolution of any accounting or reporting issues that arise from the
engagement.

Information Security — Miscellaneous Terms

RSM US LLP is committed to the safe and confidential treatment of the City's proprietary information.
RSM US LLP is required to maintain the confidential treatment of client information in accordance with
relevant industry professional standards which govern the provision of services described herein. The
City agrees that it will not provide RSM US LLP with any unencrypted electronic confidential or proprietary
information, and the parties agree to utilize commercially reasonable measures to maintain the
confidentially of the City information, including the use of collaborate sites to ensure the safe transfer of
data between the parties.

RSM US LLP may terminate this relationship immediately in its sole discretion if RSM US LLP determines
that continued performance would result in a violation of law, regulatory requirements, applicable
professional standards or RSM US LLP'’s client acceptance or retention standards, or if the City is placed
on a verified sanctioned entity list or if any director or executive of, or other person closely associated
with, the City or its affiliates is placed on a verified sanctioned person list, in each case, including but not
limited to lists promulgated by the Office of Foreign Assets Control of the U.S. Department of the
Treasury, the U.S. State Department, the United Nations Security Council, the European Union or any
other relevant sanctioning authority.

If any term or provision of this arrangement letter is determined to be invalid or unenforceable, such term
or provision will be deemed stricken and all other terms and provisions will remain in full force and effect.

Reporting

We will issue a written report upon completion of our audit of the City of Fayetteville’s financial
statements. Our report will be addressed to the City Council of City of Fayetteville. We cannot provide
assurance that an unmodified opinion will be expressed. Circumstances may arise in which it is
necessary for us to modify our opinion, add an emphasis-of-matter or other-matter paragraph, or withdraw
from the engagement.

In addition to our reports on the City's financial statements, we will also issue the following reports or
types of reports:

A report on the fairness of the presentation of the City's schedule of expenditures of federal and
State awards for the year ending June 30, 2018.

Reports on internal control related to the financial statements and major programs. These reports
will describe the scope of testing of internal control and the results of our tests of internal controls.



Reports on compliance with laws, regulations, and the provision of contracts or grant agreements.
We will report on any noncompliance which could have a material effect on the financial
statements and any noncompliance which could have a material effect, as defined by Subpart F
of Title 2 U.S. CFR Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, on each major program.

A schedule of findings and questioned costs.

This letter and contract constitutes the complete and exclusive statement of agreement between RSM US
LLP and City of Fayetteville, superseding all proposals oral or written and all other communication, with
respect to the terms of the engagement between the parties. If any term or provision of this Agreement is
determined to be invalid or unenforceable, such term or provision will be deemed stricken, and all other
terms and provisions will remain in full force and effect.

Electronic Signatures and Counterparts

Each party hereto agrees that any electronic signature of a party to this agreement or any electronic
signature to a document contemplated hereby (including any representation letter) is intended to
authenticate such writing and shall be as valid, and have the same force and effect, as a manual
signature. Any such electronically signed document shall be deemed (i) to be "written” or "in writing," (ii)
to have been signed and (iii) to constitute a record established and maintained in the ordinary course of
business and an original written record when printed from electronic files. Each party hereto also agrees
that electronic delivery of a signature to any such document (via email or otherwise) shall be as effective
as manual delivery of a manual signature. For purposes hereof, “electronic signature” includes, but is not
limited to, (i) a scanned copy (as a "pdf" (portable document format) or other replicating image) of a
manual ink signature, (i) an electronic copy of a traditional signature affixed to a document, (iii) a
signature incorporated into a document utilizing touchscreen capabilities or (iv) a digital signature. This
agreement may be executed in one or more counterparts, each of which shall be considered an original
instrument, but all of which shall be considered one and the same agreement. Paper copies or "printouts,”
of such documents if introduced as evidence in any judicial, arbitral, mediation or administrative
proceeding, will be admissible as between the parties to the same extent and under the same conditions
as other original business records created and maintained in documentary form. Neither party shall
contest the admissibility of true and accurate copies of electronically signed documents on the basis of
the best evidence rule or as not satisfying the business records exception to the hearsay rule.

If this letter defines the arrangements as the City understands them, please sign and date the enclosed
copy, and return it to us.

RSM US LLP

obert E Bittner 1ll, CPA, M
Senior Manager



Confirmed on behalf of the City of Fayetteville

Mitch Colvin, Mayor

Doug Hewett, City Manager

Jay Toland, Acting Chief Financial Officer



AI C PA 4 American Institute of CPAs
Peer Review Program 220 Leigh Farm Road

Administered by the Mational Peer Review Committee Durham, NC 27707-8110

December 8, 2016

Joseph Michael Adams
RSM USLLP

1 S Wacker Dr Ste 800
Chicago, IL 60606

Dear Mr. Adams:

It is my pleasure to notify you that on December 8, 2016 the National Peer Review Committee accepted
the report on the most recent system peer review of your firm. The due date for your next review is
October 31, 2019. This is the date by which all review documents should be completed and submitted to

the administering entity.

As you know, the report had a peer review rating of pass. The Committee asked me to convey its
congratulations to the firm.

Sincerely,

I/WZ%

Michael Fawley

Chair—National PRC
npre@aicpa.org 919 4024502

cc: Gary W Schafer; John Mark Edwardson

Firm Number: 10046712 Review Number 451038

Letter ID: 1131947A

T:1.919.402.4502 | F:1.919.402.4876 | npre@aicpa.org



BKDW 910 E. St. Louis Street, Suite 200// PO 8ox 1190 // Springfield, MO 65801-1190

CPAs & Advisors @ 4178558701 // fax 417.865.0682 // bkd.com
nan

System Review Report

To the Partners of

RSM US LLP
and the National Peer Review Committee
of the American Institute of Certified
Public Accountants Peer Review Board

We have reviewed the system of quality control for the accounting and auditing practice of RSM US LLP
(the “firm”) applicable to engagements not subject to PCAOB permanent inspection in effect for the year
ended April 30, 2016. Our peer review was conducted in accordance with the Standards for Performing
and Reporting on Peer Reviews established by the Peer Review Board of the American Institute of
Certified Public Accountants. As a part of our peer review, we considered reviews by regulatory entities,
if applicable, in determining the nature and extent of our procedures. The firm is responsible for
designing a system of quality control and complying with it to provide the firm with reasonable assurance
of performing and reporting in conformity with applicable professional standards in all material respects.
Our responsibility is to express an opinion on the design of the system of quality control and the firm’s
compliance therewith based on our review. The nature, objectives, scope, limitations of and the
procedures performed in a System Review are described in the standards at www.aicpa.org/prsummary.

As required by the standards, engagements selected for review included engagements performed under
Government Auditing Standards, audits of employee benefit plans, audits performed under FDICIA, and
audits of carrying broker-dealers, and examinations of service organizations [Service

Organizations Control (SOC) 1 and 2 engagements].

In our opinion, the system of quality control for the accounting and auditing practice of RSM US LLP
applicable to engagements not subject to PCAOB permanent inspection in effect for the year ended

April 30, 2016, has been suitably designed and complied with to provide the firm with reasonable
assurance of performing and reporting in conformity with applicable professional standards in all material
respects. Firms can receive a rating of pass, pass with deficiency (ies) or fail. RSM US LLP has received
a peer review rating of pass.

BED Lwp

December 2, 2016

-‘ L
X
Praxity.:
MEMBER . °
GLOBAL ALLIANCE OF
INDEPEMDENT FEIINS




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

Of City of Fayetteville

Primary Government Unit

Discretely Presented Component Unit (DPCU) if applicable

On this 3rd day of May 220(8
Auditor: RSMUS LLP Auditor Mailing Address: 3621 John Platt Drive
Morshead City, NC 28557 Hereinafter referred to as The Auditor
and City Council (Governing Board(s)) of City of Fayelteville
(Primary Government)
and : hereinafter referred to as the Governmental Unit(s), agree as follows:

(Discretely Presented Component Unit)

I.  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 beginningJuly 1 , 2017 , and
ending June 30 ,.2018 . 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
auditing standards generally accepted in the United States of America. 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 staft 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.
Anv limitations or restrictions in scope which would lead to a qualification should be fully explained in an attachment
to this contract.




Contract to Audit Accounts (cont.) City of Fayetteville

Primary Government Unit

Discretely Presented Component Unit (DPCU) if applicable

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.

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:0ct31.2018  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.

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.

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
preparatlon any fnance related mvestlgatlons or any other audit- lelated work in the State of North Carolma

'  (This also mcludes any progress bl”mgS) [G. S. 159-34
and 115C-447] All invoices for Audit work shall be submltted in PDF format to the Secretary of the LGC for
approval. The invoices shall be sent via upload through the current portal address:

https://nctreasurersigfd.Jeapfile.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.

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: EFees 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).

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
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Contract to Audit Accounts (cont.) City of Fayetteville

12.

13.

Primary Government Unit

Discretely Presented Component Unit (DPCU) if applicable

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.

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.

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.

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 for other lawful purposes of the
Governmental Unit without subsequent consent of the Auditor. If the SLGFD determines 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: hittps:/www.nctreasurer,com/slg/Pages/Audit-IForms-and-Resources.aspx

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.

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 hitps://nctreasurerslgfd.feaptile.net. No change to
the audit contract shall be effective unless approved by the Secretary of the L.LGC. the Governing Board. and the
Auditor.
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Contract to Audit Accounts (cont.) City of Fayetteville

17.
18.

19.

20.

21.

22.

23.

Primary Government Unit

Discretely Presented Component Unit (DPCU) if applicable

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.

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

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.

The contract shall be executed, pre-audited, physically signed by all parties including Governmental Unit and
the Auditor and then submitted in PDF format to the Secretary of the LGC. The current portal address to upload
the contractual documents is bitps:/netreasurersigfd.leaptile.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
hitps://www.nctreasurer.com/slg/Pages/Audit-Forms-and-Resources.aspx for the most recent instructions.

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 contractis approved.

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.

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.

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
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Contract to Audit Accounts (cont.) City of Fayetteville

Primary Government Unit

Discretely Presented Component Unit (DPCU) if applicable

FEES — PRIMARY GOVERNMENT
79,400 The accompanying arrangement letter is incorporated herein by reference.

AUDIT: §

WRITING FINANCIAL STATEMENTS: §  included in above

/
ALL OTHER NON-ATTEST SERVICES: § 2

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 oversce 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 § 2200

** 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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Contract to Audit Accounts (cont.) City of Fayetteville

Primary Government Unit

Discretely Presented Component Unit (DPCU) if applic_able

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:

RSM US LLP

Name of Audit Firm

By Robert E Bittner IlI

Authorized Audit firm representative name: Type or print

b“i‘pjf:'al/urc offauthorized-adit firm representative

Date 5{/ j/' />c1%

robbie.bitther@rsmus.com

Email Address of Audit Firm

Governmental Unit Signatures:

Name of Primary Government

By

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

* %k

Signature of Audit Committee Chairperson

Date

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

PRE-AUDIT CERTIFICATE: Required by G.S. 159-28
(2)

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 Jay Toland, Acting CFO
Primary Government Unit Finance Officer:
Type or print name

Primary Government Finance Officer Signature

Date
(Pre-audit Certificate must be dated.)

Email Address of Finance Officer

Date Primary Government 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***
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