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Changes to the Audit Process for 2021

1) Audit reports, data input workbooks, and auditor
communications will be submitted using the new LGC File
Transfer Portal.

2) LGC Staff will no longer issue unit letters. Instead, changes under
North Carolina Administrative Code will require governing bodies
to submit responses to the LGC if it has been determined that
there are areas of financial concern.
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Changes to the Audit Process for 2021

NEW File Transfer Portal
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Changes to the Audit Process for 2021

New File Transfer Portal

LGCPortal.nctreasurer.com

NORTH CAROLINA §
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DEPARTMENT OF STATE TREASURER DALE R EOLWELL CPA

Dale R. Folwell, CPA
welcomes you to the new
LGC File Transfer Portal

The LGC File Transfer Portal is a safe and secure way to submit Audits,
Contracts and Invoices to the State and Local Government Division at the
Department of State Treasurer. This new portal will reduce the time and effort
required by our staff for faster processing and reporting. Learn more
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Audit Reports
Auditor Communication

Data Input Worksheet
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Audit Reports

NOTE: Orily valicl Adobe POF files (pdf) are accepted with the form below. Thank you.

Changes to the Audit Process for 2021 =

Urit Name Lackup *

New File Transfer Portal ety :

Name of DPCU included with Primary Unit

LGCPortal.nctreasurer.com —

Sender Information (Optional)

‘Sender Email Address (optional)

Upload File

Attach a file *
(xocme Fie ) o fle chosen
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Changes to the Audit Process for 2021

Elimination of Unit Letters
O

|dentification of Financial Concerns
(and associated reporting requirements)
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Elimination of Unit Letters

LGC Staff will no longer issue Unit Letters

May &, 2021|

Honorable Mayor

City of Dogweod

PO Box 999

Dogweood, Horth Carolina 28899

Diear Mayor

The State and Local Government Finance Division in itz role ag staff to the Local Government Commizsion
has analyzed the audited financial statements of the City of Dogweod for the fiscal year ended June 30,
20:20. During our review we noted that the City has comected many of the internal control issues identified
in the June 30, 2019 audit. The amount of fund balance available for appropriation has increazed from the
previous year as well. Wea commend the management, staff and citizens for these improvements. Buf the
results of the analysis revealed some areas of concem regarding the City' financial operations. The

purpose of this letier is fo convey those concerns to you and the Board. We request that you respond fo this
letier, addressing each concemn we have raised.

Each concern is addressed in the following attachment. Please respond in writing within the next 45 days to
thoze concerns. Responses should be on the unit's letterhead, signed by all board members, and emailed fo
unitletienf@MNCTreasurer.com; if, howewver, email is not a feasible option for you, you may mail your response.
If you are planning fo issue debt that requires the approval of the Local Government Commission, we

must have a compleie and thorough response to this letter on file prior to the Commission's

considerafion of your debt application.

Ve are available to assist you in addressing these matiers.
Sincerely,

LGC Staff

DEPARTMENT OF STATE TREASURER

NORTH CAROLINA State and Local Government Finance Division
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Elimination of Unit Letters

Instead, financial concerns wiill
be identified through indicators
displayed in the Data Input
Workbook
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Introduction to the New Combined Unit Data from Audit Worksheet with Performance Indicator Tab and Transmittal Document

The Transmittal Document (TD) has bee combined with the Unit Data from Audit Worksheet(Data input Worksheet). The TD tabs will come first and are completed by the Auditor followed by the
Data Input Worksheet tabs. This was necessary as data from both documents populate the Performance Indicator Tab.

Unit Data from Audit Worksheet - The self-reported data provided in this worksheet is used by staff as the primary tool to determine a unit of government’s fiscal health as well as providing
information ta the North Carolina Legislature, North Carolina Budget and the Governor's Office and other state agencies. The North Carolina League of Municipalities and North Carolina

A tation of Councy Ce s also use this information to advocate before the Executive, Legislative and Judicial branches of State Government on behalf of local governments, Accuragyin
completion of data is important for your local government,

Performance Indicators - The self-reported financial data populates the Performance Indicators Tab. These performance indicators are key ratios and trends the Fiscal Management Division of
the State Treasurer's Office has monitored for decades. We have created this Performance Indicator Tab to make these fiscal measures available to Auditors and Local Governments at the time of
the conduct of the audit. If the Unit of Government crosses a certain threshold the performance indicator resule will turn red and the Governing Board will have to prepare a "Response to the
Auditor's Findings, Recommendations, and Fiscal Matter uses” that address each of the Performance Indicator indicated to be of concern by their red color. Your Auditor will provide you a copy
of these performance indicators when the audit is presented to the Governing Board.

Important Notes to the Preparer

All information provided is self-reported by the units of local government. The staff of the State and Local Government Fiscal Management Section does NOT recalculate and is
1 1

bl
not resy for Ly rep

The Unit Data from Audit Worksheet contains edits that will display error messages if these edit tests are not passed. Please make sure that your worksheet is ervor free. The
worksheet may be returned to the unit to correct any errors that have not been resolved.

New for Fiscal 2020

Data documenting the unit's compliance with General Statue 158.25 is captured in account numbers 847, 848, 949, 050. 952, 054, 956, and 958,

The data provided in the Unit Data from Audit Worksheet now requires a certification by the Finance Officer that is located at the end of the worksheet in bers 960,
962, 064, 966, and 968,
| Instructions | Unit Data from Audit Worksheet |  TD Info Completed by Auditor | Performance Indicators Print | RSS | Electrictrans | 2020 Data(H) ®
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|dentifying Financial Concerns

As in previous years, units
or their auditors will
complete a “Unit Data
From Audit Worksheet”
tab in a Data Input
Workbook

Introduction to the New Combined Unit Data from Audit Worksheet with Performance Indicator Tab and Transmittal Document

The Transmiteal Document (TD) has bee combined with the Unit Data from Audit Worksheet{Data Input Worksheet). The TD tabs will comae first and are compleced by the Auditor followed by the
Data Input Worksheet tabs. This was necessary as data from both documents populate the Performance Indicator Tab.

Unit Data from Audit Worksheet - The seif-reported data provided in this worksheet is used by staff as the primary tool to determine a unit of government’s fiscal health as well as providing
infarmation to the North Carolina Legislature, North Carolina Budget and the Governor’s Office and ather state agencies. The North Carolina League of Munfcipalities and North Carolina
Assoclation of County Commissioners also use this information to advocate before the Executive, Legislative and Judicial branches of State Government on behalf of local governments, Accuracy in
complation of data is important for your local government,

Performance Indicators - The self-reported financial data populates the Performance Indicators Tab. These performance indicators are key ratios and trends the Fiscal Management Division of
the State Treasurer's Office has monitored for decades, We have created this Performance Indicator Tab to make these fiscal measures available ta Auditors and Local Gavernments at the time of
the conduct of the audit. If the Unit of Government crosses a certain threshold the performance indicator result will turn red and the Governing Board will have to prepare a "Response to the
Auditor’s Findings, Recommendations, and Fiscal Matter uses” that address each of the Performance Indicator indicated to be of concern by their red color. Your Auditor will provide you a copy
of these performance indicators when the audit is presented to the Governing Board.

Important Notes to the Preparer

All information provided is se by the units of local government. The staff of the State and Local Government Fiscal Management Section does NOT recaleulate and is

8 | not responsible for incorrectly ounts,
9

| The Unit Data from Audit Wa tains edits that will display error messages if these edit tests are not passed. Please make sure that your worksheet is error free. The
10| worksheet may be returned to borrect any errors that have not been resolved.
11|
e ‘ New for Fiscal 2020
1|
14 ! Data documenting the unit' h General Statue 159.25 is captured in account numbers 947, D48, 940, 050, 952, 054, 056, and 958
15|

The data provided in the Unit Dat®Pom Audit Worksheet now requires a certification by the Finance Officer that is located at the end of the worksheet in account numbers D60,

16 962 964, 966, and 968

| Instructions | Unit Data from Audit Worksheet | TD Info Completed by Auditor | Performance Indicators Print | RSS | Eleclrictrans | 2020 Data(H) ®
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|dentifying Financial Concerns

Introduction to the New Combined Unit Data from Audit Worksheet with Performance Indicator Tab and Transmittal Document

. The Transmiteal Document (TD) has bee combined with the Unit Data from Audit Worksheet{Data Input Worksheet). The TD tabs will comae first and are compleced by the Auditor followed by the

N E W i n t h D t I n t Data Input Worksheet tabs. This was necessary as data from both documents populate the Performance Indicator Tab.
€ Dala Inpu

Unit Data from Audit Worksheet - The self-reported data provided in this worksheet is used by staff as the primary tool to determine a unit of government's fiscal health as well as providing

infarmation to the North Carolina Legislature, North Carolina Budget and the Governor’s Office and ather state agencies. The North Carolina League of Munfcipalities and North Carolina
WO r k b O O k fo r 2 O 2 1 f— Association of County Commissioners also use this information to advocate before the Executive, Legislative and Judicial branches of State Government on behalf of local governments. Accuracy in

complation of data is important for vour local government,

Performance Indicators - The self-reported financial data populates the Performance Indicators Tab. These performance indicators are key ratios and trends the Fiscal Management Division of
T D I n fo C O m p I e t e d b y the State Treasurer's Office has monitored for decades, We have created this Performance Indicator Tab to make these fiscal measures available ta Auditors and Local Gavernments at the time of

the conduct of the audit. If the Unit of Government crosses a certain threshold the performance indicator result will turn red and the Governing Board will have to prépare a "Response to the

Auditor’s Findings, Recommendations, and Fiscal Matter uses” that address each of the Performance Indicator indicated to be of concern by their red color. Your Auditor will provide you a copy

A u d i t O r t a b ; of these performance indicators when the audit is presented to the foard.

nportant Notes tc

ocal Government Fiseal Management Section does NOT recaleulate and is

Performance Indicators o e

. | The Unit Data from Audit Worksheet contains edits that w
r I n t t a 10 worksheet may be returned to the unit to correct any errors {

b are not passed. Please make sure that yvour worksheet is error free. The

New for Fisc

Data documenting the unit's compliance with General Stat . D48, 940, 950, 952, 054, 056, and 058,

| The data provided in the Unit Data from Audit Worksheet now requires a certification by the Finance Officer that is located at the end of the worksheet in account numbers 960,
16, 962,964,966, and 968,

| Instructions | Unit Data from Audit Worksheet | TD Info Completed by Auditor | Performance Indicators Print | RSS | Eleclrictrans | 2020 Data(H) ®
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|dentifying Financial Concerns

“TD” or “Transmittal :
Document” data now
provided in a tab in the
Data Input Workbook

10
11
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Introduction to the New Combined Unit Data from Audit Worksheet with Performance Indicator Tab and Transmittal Document

The Transmittal Document (TD) has bee combined with the Unit Data from Audit Worksheet{Data Input Worksheet). The TD tabs will come first and are completed by the Auditor followed by the
Data Input Worksheet tabs. This was necessary as data from both documents populate the Performance Indicator Tab.

Unit Data from Audit Worksheet - The seif-reported data provided in this worksheet is used by staff as the primary tool to determine a unit of government’s fiscal health as well as providing
infarmation to the North Carolina Legislature, North Carolina Budget and the Governor’s Office and ather state agencies. The North Carolina League of Munfcipalities and North Carolina
Assoclation of County Commissioners also use this information to advocate before the Executive, Legislative and Judicial branches of State Government on behalf of local governments, Accuracy in
complation of data is important for your local government,

Performance Indicators - The self-reported financial data populates the Performance Indicators Tab. These performance indicators are key ratios and trends the Fiscal Management Division of
the State Treasurer's Office has monitored for decades, We have created this Performance Indicator Tab to make these fiscal measures available ta Auditors and Local Gavernments at the time of
the conduct of the audit. If the Unit of Government crosses a certain threshold the performance indicator result will turn red and the Governing Board will have to prepare a "Response to the
Auditor’s Findings, Recommendations, and Fiscal Matter uses” that address each of the Performance Indicator indicated to be of concern by their red color. Your Auditor will provide you a copy
of these performance indicators when the audit is presented to the Governing Board.

Important Notes to the Preparer

All information provided is se by the units of local government. The staff of the State and Local Government Fiscal Management Section does NOT recaleulate and is
not responsible for incorrectly ounts,

The Unit Data from Audit W

tains edits that will display error messages if these edit tests are not passed. Please make sure that your worksheet is error free. The
worksheet may be returned to

et any errors that have not been resolved

New for Fiscal 2020

h General Statue 159.25 is captured in account numbers 947, D48, 940, 050, 952, 054, 056, and 958

Data documenting the unit'

The data provided in the Unit Dt
962, 964, 966, and 968,
| Instructions | Unit Data from Audit Worksheet | TD Info Completed by Auditor | Performance Indicators Print | RSS | Eleclrictrans | 2020 Data(H) ®

om Audit Worksheet now requires a certification by the Finance Officer that is located at the end of the worksheet in account numbers 960,
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|dentifying Financial Concerns

NC DEPARTMENT OF STATE TREASURER- STATE AND LOCAL GOVERNMENT FINANCE DIVISION
TD Info Completed by Auditor

No changes to TD data,
just the way TD data is
submitted

Please see the INSTRUCTIONS worksheet before completing this form

Please have the completed audit report available to complete this form. ALL questions must be answered before submitting to the portal

Section 1: Data Collection NOTE: the data submitted below may be used in various published reports

This Question must be answered before
906 Is the Independent Auditor's Report Opinion Unmodified? I:I-mlnading, the report will not be processed if
T i blank

Please select Yes Question must be answered before
907 Is there a finding for lack of segregation of duties at this unit? or Mo from the  jding, the report will not be processed if

drop down list  flank

Ruestion must be answered before
951 Is there a finding for lack of technical skills, knowledge and experience (SKE) at this unit? uploading, the report will not be processed if
|Ieft blank

This Question must be answered before
uploading, the report will not be processed if
left blank

953 Is there is a going concemn finding noted in the audit report?

This Question must be answered before

955 Number of significant deficiency findings (other than in Questions 15-18 ) | Q955 & 957 Exclude uploading, the report will not be processed if
Federal and State left blank
n findings

This Question must be answered before

from this number
uploading, the report will not be processed if

957 Number of material weaknesses findings (other than in Questions 15-18)

left blank
Did the Unit have debt service payments deferred or restructured in this fiscal year? (does not This Question must be answered before
959 include refinancings designed to take advantage of lower interest rates) Select Yes, No, or NA :prltnl?ldml?’ the report will not be processed if
e an

The above questions account for significant and material findings. Were there any issues or other

matters presented to the Governing Board regarding internal controls (additional issues or other This Question must be answered before

973 matters that were not listed as a material weakness or significant deficiency), that the Governing uploading, the report will not be processed if

Board was instructed to include in the unit's "Response to the Auditor's Findings, Recommendations, left blank

and Fiscal Matters" Please indicate the number of other issues presented to the board.

Did the Unit have any of the following occur: ) )
74 2 86nd covenants wers not mat Bty e

2. Debt service payments made late? Deferred payments authorized by LGC or other state Iepft hlanlgr P p

agencies should not be counted as late for purposes of this question.
| — =
Instructions Unit Data from Audit Worksheet TD Info Completed by Auditor Performance Indicators Print ‘ RSS | Electric trans ® 4

NORTH CAROLINA
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|dentifying Financial Concerns

Introduction to the New Combined Unit Data from Audit Worksheet with Performance Indicator Tab and Transmittal Document

The Transmittal Document (TD) has bee combined with the Unit Data from Audit Worksheet{Data Input Worksheet). The TD tabs will come first and are completed by the Auditor followed by the
Data Input Worksheet tabs. This was necessary as data from both documents populate the Performance Indicator Tab.

L]
Performance Indicators
Unit Data from Audit Worksheet - The seif-reported data provided in this worksheet is used by staff as the primary tool to determine a unit of government’s fiscal health as well as providing

e infarmation to the North Carolina Legislature, North Carolina Budget and the Governor’s Office and ather state agencies. The North Carolina League of Munfcipalities and North Carolina
P r I n t t a Association of County Commissioners also use this information to advocate before the Executive, Legislative and Judicial branches of State Government on behalf of local governments. Accuracy in

complation of data ts impertant for vour local government,

Performance Indicators - The self-reported financial data populates the Performance Indicators Tab. These performance indicators are key ratios and trends the Fiscal Management Division of
the State Treasurer's Office has monitored for decades. We have created this Performance Indicator Tab to make these fiscal measures available to Auditors and Local Governments at the time of
the conduct of the audit. If the Unit of Government crosses a certain threshold the performance indicator result will turn red and the Governing Board will have to prépare a "Response to the
Auditor’s Findings, Recommendations, and Fiscal Matter uses” that address each of the Performance Indicator indicated to be of concern by their red color. Your Auditor will provide you a copy
of these performance indicators when the audit is presented to the Governing Board.

Important Notes parer

All information provided is self-reparted by the units of local government. The staff of t
8 | not responsible for incorrectly reported amounts.

d Local Government Fiscal Management Section does NOT recaleulate and is

The Unit Data from Audit Worksheet contains edits that will display error messages if
worksheet may be returned to the unit to correct any errors that have not been resolved.

sts are not pnssed. Please make sure that your worksheet is error free. The
10
1

New for F

Data documenting the unit's compliance with General Statue 159-25 is captured in accod Po47. 948, 940, 950 952, 054, 956, and 958

It

The data provided in the Unit Data from Audit Worksheet now requires a certification by the
16| 962 964, 966, and 968,

| instructions | Unit Data from Audit Worksheet | TD Info Completed by Auditor | Performance Indicators Print | RSS | Electrictrans | 2020 Data() ®

Finance Officer that is located at the end of the worksheet in account numbers 960,
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|dentifying Financial Concerns

Financial Performance Indicators

Defined in North Carolina Administrative Code 20 NCAC 03 .0502(d)(1):

"Financial Performance Indicators" are values derived from information included in the audited financial
statements that assist the Secretary in improving the comparability of reporting a given government unit's
financial condition and financial performance. These criteria include adequacy of a government unit's fund
balance; liquidity or the ability to meet short-term obligations; solvency or the ability to meet long-term
obligations; debt service coverage; leverage; and such other indicators of financial condition and financial

performance as the Secretary may establish.

STATE TREASURER OF NORTH CAROLINA
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http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0502.pdf

|dentifying Financial Concerns

Financial Performance Indicators

Defined in North Carolina Administrative Code 20 NCAC 03 .0502(d)(2):

"Financial Performance Indicators of Concern" are Financial Performance Indicators with values which may
indicate inadequate financial conditions or fiscal management concerns within the government unit.

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

#5%) NORTH CAROLINA | o
& State and Local Government Finance Division %75 i

4/ DEPARTMENT OF STATE TREASURER
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|dentifying Financial Concerns

As data is entered in the :
“Unit Data from Audit - —-— ES—— e B
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|dentifying Financial Concerns

Paricrmanor kmadic sbor Worknheed

| Unit Number S e
Both the threshold value . Fund Batance Available
and the unit’s value for o e
each Financial — 5 e e
Performance Indicator is -
automatically displayed. - el [
Financial Performance 5 Cpek il Wt and Sawar
Indicators of Concern will - ——
be flagged in red. - .l
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|dentifying Financial Concerns
Why are Financial Performance Indicators Important?

New requirements under North Carolina Administrative Code for auditors to:

* Report Financial Performance Indicators to the governing body

* Notify the governing body of their requirement to submit a response to the LGC if there
are Financial Performance Indicators of Concern Financial performance Indicators of
Concern or if the audited financial statements included one or more significant
deficiencies, material weaknesses, other findings

New requirement under North Carolina Administrative Code for governing bodies to:

 Submit a response to the LGC if there are Financial Performance Indicators of Concern
Financial performance Indicators of Concern or if the audited financial statements
included one or more significant deficiencies, material weaknesses, other findings

STATE TREASURER OF NORTH CAROLINA
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ldentifying Financial Concerns
Reporting Financial Performance Indicators to the Governing Body

Under 20 NCAC 03 .0502, the auditor must present the audited
financial statements to the governing body or audit committee in an
official meeting in open session as soon as the audited financial
statements are available but not later than 45 days after the
submission of the audit report to the LGC.

STATE TREASURER OF NOKTH CAROLINA
DALE R. FOLWELL, CPA
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http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0502.pdf

|dentifying Financial Concerns
Reporting Financial Performance Indicators to the Governing Body

The auditor's presentation to the governing body or audit committee must
include:

(A) the description of each finding, including all material weaknesses and
significant deficiencies and any other issues related to the internal controls or

fiscal health of the unit;

(B) the status of the prior year audit findings;

STATE TREASURER OF NORTH CAROLINA
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ldentifying Financial Concerns
Reporting Financial Performance Indicators to the Governing Body

(C) the values of Financial Performance Indicators based on information
presented in the audited financial statements; and

(D) notification to the governing body that the governing body shall develop a
"Response to the Auditor's Findings, Recommendations, and Fiscal Matters," if
Financial performance Indicators of Concern are identified or if the audited
financial statements included one or more significant deficiencies, material

weaknesses, other findings.
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ldentifying Financial Concerns
Reporting Financial Performance Indicators to the Governing Body

To obtain “(C) the values of
Financial Performance
Indicators based on
information presented in the

audited financial statements,”

simply print the “Financial
Indicators to Print” tab for
easy presentation to the
governing body

Print
g | w=[

Print

Printer

— Adabe PDF
==
Ready

Printer Properties

Settings

ﬁ Print Active Sheets
Only print the active sheets
ol to

poges [ e[ 7

Collated
123 123 123

Landscape Orientation

Letter
85"x 1"

EO|d)| 8

Custom Margins

Fit All Columns on One Page
Shrink the printout 5o that it...

=
==
SE

Page Setup

PERFORMANCE INDICATORS OF CONCERN

L repor i i mdicator Tab o
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ldentifying Financial Concerns
Response by the Governing Body

If a governing board is notified by its auditor that either:
* Financial performance Indicators of Concern were identified

or

 The audited financial statements included one or more significant
deficiencies, material weaknesses, other findings

Then the governing body must develop a "Response to the Auditor's Findings,
Recommendations, and Fiscal Matters”
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ldentifying Financial Concerns
Response by the Governing Body

Under 20 NCAC 03 .0508, if a "Response to the Auditor's Findings,
Recommendations, and Fiscal Matters” is required, it must:

 Besigned by a majority of the members of the governing body
 Be submitted to the LGC within 60 days of the auditor's presentation

 Address each significant deficiency, material weakness and other audit finding

* Provide a plan to address each Financial Performance Indicator of Concern

**Use the link above to read the full text of the rule in North Carolina Administrative Code and for the specific
requirements of the governing body’s response **
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http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0508.pdf

ldentifying Financial Concerns
Response by the Governing Body

LGC staff is developing a webpage to provide information and guidance regarding
governing body responses.

The webpage will provide links to resources, sample response text, and other
guidance that will be helpful to governing bodies in developing and submitting
their responses.

Availability of the webpage will be announced via the LGC Staff Blog. Please be
sure to visit the blog and sign up to receive alerts whenever new information is

posted.
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https://www.nctreasurer.com/state-and-local-government-finance-division/local-government-commission/balance-sheet

Summary of Changes to the Audit Process for 2021

1) Audit reports, data input workbooks, and auditor communications will
be submitted using the new LGC File Transfer Portal.

2) LGC Staff will no longer issue unit letters.

3) Financial concerns will be identified through Financial Performance
Indicators, which auditors must report to the governing body.

4) If Financial Performance Indicators of Concern are identified, governing
bodies must submit a response to the LGC.
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For More Information

Contact us at (919) 814-4300 or SLGFD@nctreasurer.com

Visit the LGC website at NC Treasurer: Local Government Commission

Browse our blog and sign up for alerts at NC Treasurer: The Balance Sheet

Refer to North Carolina Administrative Code for the LGC and these specific
rules: 20 NCAC 03 .0502 and 20 NCAC 03 .0508
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