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Aaron M. Saykin, Esq. — Chairman
Joshua P. Heim, Vice — Chairman
Steven Sanders, CPA

Hon. John J. Mills

Hon. Thomas A. Loughran

Scott W. Kroll, Secretary

December 12, 2017

Honorable Members of the County
Legislature and the County Executive
County of Erie, New York

Ladies and Gentlemen:

The Audit Committee for Erie County (Committee) is pleased to present its annual report for Erie
County’s (County) fiscal year ended December 31, 2016.

The Committee was established in 1985 pursuant to Section 2517 of the Erie County Charter (Charter).
The establishment of this committee was approved by the citizens of the County in the November 1984
general election. The major functions of the Committee are described in the Charter as follows:

e Prepare Requests for Proposals for audits of the County and Erie Community College (ECC).

e Evaluate responses and make a recommendation to the Erie County Legislature (Legislature) for
the selection of an accounting firm for the County’s independent annual audit.

e Review the annual audits with the independent accountants.

e Prepare and submit an annual report to the County Executive and the Legislature. The annual
report is to contain findings, comments, and recommendations with respect to each audit of
financial statements.

e Monitor implementation of the recommendations contained in the Management Letter.

County management is responsible for the financial reporting process; the preparation of basic financial
statements in accordance with accounting principles generally accepted in the United States of America;
the system of internal controls, including the internal controls over financial reporting; and procedures
designed to ensure compliance with accounting standards and applicable laws and regulations. Our
Committee has oversight responsibilities only and our role is not meant to be as experts in accounting
and auditing. We rely without independent verification on the information provided to us and on the
representations made by management regarding the effectiveness of internal control over financial
reporting, that the financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America. The Committee also relies on the opinions of the
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independent auditors on the basic financial statements and the effectiveness of internal controls over
financial reporting.

Concerns of the Committee

1. Capital Project Management

The county’s auditor, Drescher & Malecki, LLP (“D & M”) found that there are no formal policies
surrounding management of the County’s capital projects. This may result in capital assets
remaining in construction in progress on the financial statements rather than being reclassified
to a depreciable asset category. D & M notes that it becomes difficult to determine if cash is
being appropriately transferred out of capital projects upon completion.

This committee has directed that the Comptroller’s Office take the lead and work with the
Division of Budget and Management and the Department of Public Works to create policies that
will address the concerns described by D & M about the Department of Public Works on this
issue. The Comptroller’s Office has begun work on this task and has met with representatives
from the Division of Budget and Management and the Department of Public Works to further
discuss preparation of policies.

2. Information Technology

The County’s current practices allow users to unsuccessfully login to their computers with an
incorrect password twenty-five times before they are locked out of their computer. Further,
although the County does have a computer use policy, there is no requirement that County
employees sign off as having read and agreed to such policy.

The committee agrees with D & M’s recommendation that the County update its current
practices to limit the number of unsuccessful login attempts to improve information technology
controls. Further, the committee recommends that the County require employees to annually
sign as having reviewed and agreed to the County’s computer use policy.

3. Property Tax Receipts and Segregation of Duties
There are instances when staff is not available within the property tax office to ensure that the

individual receiving property tax receipts and preparing property tax deposits is also not
approving the deposit transmittal forms.
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The committee recommends that the Department of Real Property Tax Services take steps to
ensure that staffing is available to provide adequate segregation of duties at all times.

Sub-recipient Contracts

The U.S. Office of Management and Budget has published final guidance in the Federal Register
entitled Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (“Uniform Guidance”). State and local governments need to take appropriate
steps to ensure that they fully comply with the new Uniform Guidance, which sometimes differs
in subtle, but important ways from previous guidance.

Although D & M identified no findings in relation to sub-recipients, it recommends that the
departments that pass federal funds to sub-recipients ensure that all requirements are clearly
communicated to sub-recipients. The Comptroller’s office will further strive to make County
employees aware of this section of the Uniform Guidance and communicate to the departments
handling Federal awards and encourage them to appropriately communicate with sub-
recipients.

Inactive Purchase Orders

There is not currently a process in place at the departmental level to review outstanding
purchase orders. As a result, there are instances where purchase orders that have been inactive
for a period of time have not been reviewed and closed out, if necessary. This results in these
purchase orders being rolled forward to future years, and the budget increased to cover these
purchase orders.

We recommend that procedures be established that require departments to regularly review
outstanding purchase orders to determine the likelihood of these purchase orders being
fulfilled.

Interdepartmental Communications

The Comptroller’s Office is responsible for paying the invoices of the County upon their receipt
from departments. D & M noted instances where the Comptroller’s Office did not receive
invoices to be paid until several months after they were received by certain departments. D &
M noted that while no penalties were assessed on these invoices, late payment on some
invoices may result in late fees being charged.

We recommend that departments review their current practices to ensure that they are
processing the invoices and presenting them to the Comptroller’s Office in a timely manner.
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Committee Responsibilities

The Committee did not act or perform the functions of the type of an Audit Committee required under
the Sarbanes Oxley Act of 2002, the rules and the regulations of the Securities and Exchange
Commission, or any similar laws, rules, or regulations. The Committee performed only those limited
functions as are described in this report.

The Committee reviewed and discussed with management limited aspects of year-end results contained
in the financial statements and reports.

As stated on page 3 of this report, the Committee has limited responsibilities and relies on the
representations of management and the independent auditors. Accordingly, the Committee does not
provide an independent basis to determine that the County’s financial statements have been prepared
with accounting principles generally accepted in the United States of America or that the audit of the
County’s financial statements by the independent auditors has been carried out in accordance with
auditing standards generally accepted in the United States of America.

Management has represented that the County’s financial statements were prepared in accordance with
accounting principles generally accepted in the United States of America. The Committee is in
accordance with the requirements established by the Statement on Auditing Standards No. 114, The
Auditor’s Communication With Those Charged With Governance.

Although the Sarbanes Oxley Act applies primarily to publicly traded companies, and not to government
entities, we have recommended and continue to recommend that all component units of County
government review the provisions of this and similar laws, rules, and procedures regulating governance
matters generally, and take action to implement any appropriate provisions of such governance laws,
rules, and/or procedures. As a minimum, both the CEO and CFO of each government unit involved with
the preparation of the financial statements should certify the accuracy, correctness, and completeness
of the financial statements relating to his/her respective units.

The Committee selects the County’s external auditors per Section 2517 of the Erie County Charter. The
initial three year term for D & M expired December 31, 2013, with contractual extensions through the
years 2014 and 2015. In July, 2016, the Erie County Legislature approved a subsequent three year
contract through 2018, with optional extensions for 2019 and 2020. Upon the recommendation of this
committee, D & M agreed to change the lead auditor as needed, to provide a “fresh set of eyes” on the
annual audit.
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New Reporting Requirements

The County of Erie is in the process of implementing the applicable portions of the following GASB
Statements:

e GASB Statement No. 74, Financial Reporting for Post-employment Benefit Plans Other than
Pension Plans;

e  GASB Statement No. 75, Accounting and Financial Reporting for Post-employment Benefits Other
than Pensions;

e GASB Statement No. 80, Blending Requirements for Certain Component Units;

e GASB Statement No. 81, Irrevocable Split-Interest Agreements;

e GASB Statement No. 82, Pension Issues —an Amendment of GASB Statements No. 67, No. 68 and
No. 73;

e GASB Statement No. 83, Certain Asset Retirement Obligations;

e GASB Statement No. 84, Fiduciary Activities;

e GASB Statement No. 85, Omnibus 2017; and

e  GASB Statement No. 86, Certain Debt Extinguishment Issues;

Internal Control

An audit of financial statements includes consideration of internal control over financial reporting as a
basis for designing 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 over financial reporting. As
part of their audit D & M considered the internal control of the County solely for the purpose of
determining their audit procedures and not to provide any assurance concerning such internal control.
Accordingly, D & M did not express an opinion on the effectiveness of the County’s internal control over
financial reporting.

Auditor’s Opinion

Drescher & Malecki has rendered an opinion that the financial statements of the County of Erie for the
year ending December 31, 2016 present fairly, in all material respects, the respective financial position
of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the County.

The Audit Committee for Erie County is not responsible for any matters relating to the budget
preparation and approval. Accordingly, we make no comment regarding the budget.
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Should you have any questions regarding the contents of this report, please contact me at 848-1345 or
Scott Kroll at 858-8843.

Respectfully submitted,

AUDIT COMMITTEE FOR ERIE COUNTY

Aaron M. Saykin, Esq.
Chairman
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Exhibit One — Representation Letter
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HoON. STEFAN 1. MYCHAJLIW

June 23, 2017

Drescher & Malecki LLP
3083 William Street, Suite 5
Cheektowaga, New York 14227

This representation letter is provided in connection with your audit of the basic 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 of the
County of Erie, New York (the “County™), as of December 31, 2016 and for the year then ended,
and the related notes to the financial statements, for the purpose of expressing opinions on
whether the basic financial statements present fairly, in all material respects, the financial
position, results of operation, and cash flows, where applicable, of the various opinion units and
the respective budgetary comparison of the General Fund for the year then ended of the County in
accordance with accounting principles generally accepted for governments in the United States of
America (“U.S. GAAP™).

Certain representations in this letter are described as being limited to matters that are material.
Items are considered material, regardless of size, if they involve an omission or misstatement of
accounting information that, in the light of surrounding circumstances, makes it probable that the
Judgment of a reasonable person relying on the information would be changed or influenced by
the omission or misstatement.

We confirm that, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purpose of appropriately informing ourselves as of June 23, 2017:

Financial Statements

* We have fulfilled our responsibilities, as set out in the terms of the audit engagement dated
December 8, 2016, for the preparation and fair presentation of the financial statements of the
various opinion units referred to above in accordance with U.S. GAAP.

* We acknowledge our responsibility 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.

*  We acknowledge our responsibility for the design, implementation, and maintenance of
internal control to prevent and detect fraud.

N [

OrFIcE of ERE CounTy CoMprroLiER STEFn L MycHAILIw » 95 FRANKLIN STREET * Rooam 1100 » BurFaLn, N.Y, « 14202
PHOME: (T16) B58-8400 « Fax: (T16) 858-6195 « E-MaiL: CoMPTROLLER@ ERIE.GOV

WHISTLEBLOWER HOTLINE FOR REPORTING WASTE, FRAUD 8 ABUSE: {716} 858-7722 or E-MalL: WHISTLEBLOWER @ ERIE.GOV
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We acknowledge our responsibility for compliance with the laws, regulations, and provisions
of contracts and grant agreements.

We have reviewed, approved, and taken responsibility for the financial statements and related
notes.

We have a process to track the status of audit findings and recommendations.

We have identified and communicated to you all previous audits, attestation engagements,
and other siudies related to the audit objectives and whether related recommendations have
been implemented.

Significant assumptions used by us in making accounting estimates, including those
measured at fair value, are reasonable.

Related party relationships and transactions have been appropriately accounted for and
disclosed in accordance with the requirements of U.S. GAAP.

All events subsequent to the date of the financial statements and for which U.S. GAAP
requires adjustment or disclosure have been adjusted or disclosed.

The effects of the following uncorrected misstatement summarized below and aggregated by
you during the engagement is immaterial to the applicable opinion units and to the financial
statements as a whole:

Fund balance and expenditures at December 31, 2015 of the Sewers, Facilities, Equipment
and Improvements Capital Projects Fund were understated by $161,500. This misstatement
has been adjusted during the year ended December 31, 2016 and has no effect on fund
balance at December 31, 2016.

The effects of all known actual or possible litigation and claims have been accounted for and
disclosed in accordance with U.S. GAAP.

All component units, as well as joint ventures with an equity interest, are included and other
joint ventures and related organizations are properly disclosed.

All funds and activities are properly classified.

All funds that meet the quantitative criteria in GASB Statement No. 34, Basic Financial
Srarements—and Management's Discussion and Analysis—for State and Local Governments,
GASB Statement No. 37, Basic Financial Statements—and Management’s Discussion and
Analysis—jfor State and Lecal Governments: Omnibus as amended, and GASB Statement No.
63, Items Previously Reported as Assets and Liabilities, for presentation as major are
identified and presented as such and all other funds that are presented as major are considered
important to financial statement users,

All components of net position, nonspendable fund balance, and restricted, committed,
assigned, and unassigned fund balance are properly classified and, if applicable, approved.

Our policy regarding whether to first apply restricted or unrestricted resources when an
expense is incurred for purposes for which both restricted and unrestricted net position/fund
-2
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balance are available is appropriately disclosed and net position/fund balance is properly
recognized under the policy.

s All revenues within the statement of activities have been properly classified as program
revenues, general revenues, contributions to term or permanent endowments, or contributions
to permanent fund principal.

* All expenses have been properly classified in or allocated to functions and programs in the
statement of activities, and allocations, if any, have been made on a reasonable basis,

o All interfund and intra-entity transactions and balances have been properly classified and
reported,

* Deposit and invesiment risks have been properly and fully disclosed.

& (Capital assets, including infrastructure assets, are properly capitalized, reported, and if
applicable, depreciated.

s All required supplementary information is measured and presented within the prescribed
guidelines.

*  With regard to investments and other instruments reported at fair value:

# The underlying assumptions are reasonable and they appropriately reflect management’s
intent and ability to carry out its stated courses of action.

*  The measurement methods and related assumptions used in determining fair value are
appropriate in the circumstances and have been consistently applied.

* The disclosures related to fair values are complete, adequate, and in accordance with U.S.
GAAP,

* There are no subsequent events that require adjustments to the fair value measurements
and disclosures included in the financial statements.

Information Provided
* We have provided you with:
*  Access to all information, of which we are aware that is relevant to the preparation and
fair presentation of the financial statements of the various opinion units referred to above,
such as records, documentation, meeting minutes, and other matters;

+ Additional information that you have requested from us for the purpose of the audit; and

* Unrestricted access to persons within the entity from whom you determined it necessary
to obtain audit evidence.

s  All transactions have been recorded in the accounting records and are reflected in the
financial statements.

-3
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We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud that affects the entity and involves:
+ Management;
* Employees who have significant roles in internal control; or
¢  Others where the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s
financial statements communicated by employees, former employees, vendors, regulators, or
others.

We have disclosed to you all known actual or possible litigation, claims, and assessments
whaose effects should be considered when preparing the financial statements.

We have disclosed to you the identity of the entity’s related parties and all the related party
relationships and transactions of which we are aware.

There have been no communications from regulatory agencies concerning noncompliance
with or deficiencies in accounting, internal control, or financial reporting practices.

The County has no plans or intentions that may materially affect the carrying value or
classification of assets and liabilities.

We have disclosed to you all guarantees, whether written or oral, under which the County is
contingently liable.

We have disclosed to you all nonexchange financial guarantees, under which we are
obligated and have declared liabilities and disclosed properly in accordance with GASB
Statement Mo. 70, Accounting and Financial Reporting for Nonexchange Financial
Guarantees, for those guarantees where it is more likely than not that the entity will make a
payment on any guarantee,

For nonexchange financial guarantees where we have declared liabilities, the amount of the
liability recognized is the discounted present value of the best estimate of the future outflows
expected to be incurred as a result of the guarantee. Where there was no best estimate but a
range of estimated future outflows has been established, we have recognized the minimum
amount within the range.

We have disclosed to you all significant estimates and material concentrations known to
management that are required to be disclosed in accordance with GASB Statement No. 62
{(GASB-62), Codification of Accounting and Financial Reporting Guidance Contained in
Pre-November 30, 1989 FASB and AICPA Pronouncements. Significant estimates are
estimates at the balance sheet date that could change materially within the next year.
Concentrations refer 1o volumes of business, revenues, available sources of supply, or
markets or geographic areas for which events could occur that would significantly discupt
normal finances within the next year.
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We have identified and disclosed to you the laws, regulations, and provisions of contracts and
grant agreements that could have a direct and material effect on financial statement amounts,
including legal and contractual provisions for reporting specific activities in separate funds.

There are no:

* Violations or possible violations of laws or regulations, or provisions of contracts or grant
agreements whose effects should be considered for disclosure in the financial statements
or as a basis for recording a loss contingency, including applicable budget laws and
regulations.

* Unasserted claims or assessments that our lawyer has advised are probable of assertion
and must be disclosed in accordance with GASB-62.

*  Other liabilities or gain or loss contingencies that are required to be accrued or disclosed
by GASB-62.

* Continuing disclosure consent decree agreements or filings with the Securities and
Exchange Commission and we have filed updates on a timely basis in accordance with
the agreements (Rule 240, 15¢2-12).

The County has satisfactory title to all owned assets, and there are no liens or encumbrances
on such assets nor has any asset or future revenue been pledged as collateral, except as
disclosed to you,

We have complied with all aspects of grant agreements and other contractual agreements that
would have a material effect on the financial statements in the event of noncompliance.

Single Audit and Draft Part 43 of NYCRR

With respect to federal awards, we represent the following to you:

»  We are responsible for understanding and complying with and have complied with the
requirements of the audit requirements of Title 2 U.S. Code of Federal Regulations
(“CFR") Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requiremenis for Federal Awards (“Uniform Guidance™), as applicable.

»  We are responsible for the preparation and presentation of the schedule of expenditures
of federal awards in accordance with the Uniform Guidance.

*  We believe the schedule of expenditures of federal awards, including its form and
content, is fairly presented in accordance with the Uniform Guidance.

» The methods of measurement or presentation have not changed from those used in the
prior period.

* We are responsible for including the auditor’s report on the schedule of expenditures of
federal awards in any document that contains the schedule and that indicates that the
auditor has reported on such information.

-5-
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We have notified you of federal awards and funding increments that were received before
December 26, 2014, and differentiated those awards from awards and funding increments
received on or after December 26, 2014, and subject to the audit requirements of the
Uniform Guidance.

When the schedule of expenditures of federal awards is not presented with the audited
financial statements, management will make the audited financial statements readily
available to the intended users of the schedule of expenditures of federal awards no later
than the date of issuance by the entity of the schedule of expenditures of federal awards
and the auditor’s report thereon,

We have, in accordance with the Uniform Guidance, identified in the schedule of
expenditures of federal awards, expenditures made during the audit period for all awards
provided by federal agencies in the form of grants, federal cost-reimbursement contracts,
loans, loan guarantees, property (including donated surplus property), cooperative
agreements, interest subsidies, food commodities, direct appropriations, and other
assistance.

We are responsible for complying with the requirements of laws, regulations, and the
provisions of contracts and grant agreements related to each of our federal programs and
have identified and disclosed to you the requirements of laws, regulations, and the
provisions of contracts and grant agreements that are considered to have a direct and
material effect on each major federal program; and we have complied, in all material
respects, with these requirements.

We have provided to you our interpretations of any compliance requirements that have
varying interpretations.

We are responsible for establishing and maintaining effective internal control over
compliance requirements applicable to federal programs that provide reasonable
assurance that we are managing our federal awards in compliance with laws, regulations,
and the provisions of contracts and grant agreements that could have a material effect on
our federal programs. Also, no changes have been made in the internal control system to
the date of this letter that might significantly affect internal control, including any
corrective action taken with regard to significant deficiencies, including material
weaknesses, reported in the schedule of findings and questioned costs,

We have made available to you all contracts and grant agreements {including
amendments, if any) and any other correspondence with federal agencies or pass-through
entities relating to federal programs.

We have received no requests from a federal agency to audit one or more specific
programs as 4 Major program.

We have identified and disclosed to you all amounts questioned and any known
noncompliance with the requirements of federal awards, including the results of other
audits or program reviews. We also know of no instances of noncompliance occurring
subsequent to the end of the period audited.
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We have charged costs to federal awards in accordance with applicable cost principles,
including amounts claimed or used for matching determined in accordance with relevant
guidelines in the Uniform Guidance.

We have made available to you all documentation related to the compliance
requirements, including information related to federal program financial reports and
claims for advances and reimbursements,

Federal program financial reports and claims for advances and reimbursements are
supported by the books and records from which the basic financial statements have been
prepared (and are prepared on a basis consistent with the schedule of expenditures of
federal awards).

The copies of federal program financial reports provided to you are true copies of the
reports submitted, or electronically transmitted, to the respective federal agency or pass-
through entity, as applicable.

We have monitored subrecipients to determine if they have expended pass-through
assistance in accordance with applicable laws and regulations and have met the
requirements of the Uniform Guidance.

We have issued management decisions timely after the receipt of subrecipients’ auditor
reports that identified noncompliance with laws, regulations, or the provisions of
contracts or grant agreements, and have ensured that the subrecipients have taken the
appropriate and timely corrective action on findings.

We have considered the results of subrecipients’ audits and have made any necessary
adjustments to our own books and records.

We have properly classified amounts claimed or used for matching in accordance with
related guidelines in the Uniform Guidance as applicable.

We have charged costs to federal awards in accordance with the provisions of the
Uniform Guidance as applicable.

We are responsible for and have accurately prepared the summary schedule of prior audit
findings to include all findings required to be included, and we have provided you with
all information on the status of the follow-up on prior audit findings by federal awarding
agencies and pass-through entities, including all management decisions.

We have disclosed to you the findings received and related corrective actions taken for
previous audits, attestation engagements, and internal or external monitoring that directly
relate to the objectives of the compliance audit, including findings received and
corrective actions taken from the end of the period covered by the compliance audit to the
date of the auditor’s repor.

We are responsible for and will accurately complete the appropriate sections of the Data
Collection Form as required by the Uniform Guidance, and we are responsible for
preparing and implementing a corrective action plan for each audit finding.
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+  We have disclosed all contracts or other agreements with service organizations and
disclosed to you all communications from these service organizations relating to
noncompliance at the organizations,

* We have reviewed, approved, and taken responsibility for the financial statements and
related notes and an acknowledgment of the auditor’s role in the preparation of this
information.

+  We have reviewed, approved, and taken responsibility for accrual adjustments and an
acknowledgment of the auditor’s role in the preparation of the adjustments.

* We have disclosed to you the nature of any subsequent events that provide additional
evidence with respect to conditions that existed at the end of the reporting period that
affect noncompliance during the reporting period.

* The Schedule of Expenditures of New York Department of Transportation Assistance
was prepared in accordance with the requirements of Draft Part 43 of the “New York
State Codification of Rules and Regulations.”

Other Specific Representations

* The County is responsible for determining and maintaining the adequacy of the allowance for
doubtful notes, loans, interfund receivables, and accounts receivables, as well as estimates
used to determine such amounts. Management believes the allowances are adequate to absorb
currently estimated bad debts in the account balances.

+ No department or agency of the County has reported a material instance of noncompliance to
us.

* We agree with the work of specialists in evaluating the liabilities for workers’ compensation,
judgments and claims liability, other postemployment benefits and the net pension liability
and have adequately considered the qualifications of the specialists in determining amounts
and disclosures used in the financial statements and underlying accounting records. We did
not give any instructions, nor cause any instructions to be given, to specialists with respect to
value or amounts derived in an attempt to bias their work, and we are not aware of any
matters that have impacted the independence or objectivity of the specialists.

*  With respect to the required supplementary information accompanying the financial
statements:

* We acknowledge our responsibility for the presentation of the required supplementary
information in accordance with U.S. GAAP.

» We believe the required supplementary informartion, including its form and content, is
measured and fairly presented in accordance with accounting principles generally

accepted in the Uniled States of America,

# The methods of measurement or presentation have not changed from those used in the
prior period,
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We have no intention of withdrawing from multi-employer pension plans, or taking any other
action that could result in an effective termination or reportable events for any of the plans.
We are not aware of any occurrences that could result in the termination of any of our multi-
employer pension plans to which we contribute, We believe the actuarial assumptions and
methods used to measure pension liabilities and costs for financial accounting purpose are
appropriate in the circumstances.

We are unable to determine the possibility of a withdrawal liability in a multi-employer
benefit plan.

The County’s labor agreements provide for sick leave, vacations, and miscellaneous other
paid absences. The County's policy is to pay employees for unused vacation, compensatary
time, and sick time based on the union agreements when there is separation from service. For
governmental activities, the amount is accrued in the government-wide statement of net
position as long-term liabilities. For business-type activities, the full liability is recognized in
both the government-wide statement of net position and the proprietary fund financial
statements. Estimated sick leave and compensatory time accumulated by governmental fund
type employees has been recorded. Payment of sick leave and compensatory time is
dependent upon many factors; therefore, timing of future payments is not readily
determinable. The value recorded in the government-wide financial statements at December
31, 2016 for primary government is $26,471,288 of which $22,976,657 has been recorded
within governmental activities as a non-current liability, and $3,494,631 for business-type
activities. Management believes that sufficient resources will be made available for the
payments of sick leave and compensatory time when such payments become due.

The Grants and the Community Development Special Revenue Funds reported deficit
unassigned fund balance in the amounts $423,743 and $22,078, respectively. These
unassigned deficits are the result of nonspendable amounts reported for prepaid assets and are
expected to be remedied in the subsequent year.

A deficit unassigned fund balance is reported in the Sewers, Facilities, Equipment and
Improvements Capital Projects Fund in the amount of $6,421,734. Future revenues, bond
proceeds, or transfers are expected to remediate this deficit fund balance.

The governmental activities reported a total net deficit of approximately $54,062,000,
resulting primarily from ETASC's net deficit of $281,456,733 that is caused by its
recognition of bonds payable with no offsetting capital assets. This deficit is planned to be
remedied through scheduled payments on the outstanding debt. Tobacco settlement bonds
are payable only from the assets of ETASC and are not legal obligations of the County.

During the year ended December 31, 2016, ECMCC transferred certain capital assets with a
net book value of $3,356,000 to the County. At December 31, 2016 the County has not
evaluated the fair market value of these capital assets and therefore has included the capital
assets within non-depreciable capital assets on the statement of net position at their net book
value. The County intends to evaluate the fair market value of such capital assets in the next
year.

18| Page



In addition to audit services, Drescher & Malecki LLP has assisted the County in compiling
the County’s federal financial assistance schedules for the year ended December 31, 2016. In

AUDIT COMMITTEE FOR ERIE COUNTY

conjunction with the compilation of the financial statements, the County has performed the
following functions:

Made all management decisions and performed all management functions.

Designated James B. Dziekan, Director of Accounting Services, whom we believe
has suitable skill, knowledge, and/or experience who has overseen this service.

Evaluated the adequacy and results of the services performed.

Accepted responsibility for the results of the services.

County management understands that Drescher & Malecki, LLP has not performed any
management functions or made management decisions on behalf of the County. Any
nonattest services were performed in accordance with the applicable professional standards
issued by the American Institute of Certified Public Accountants.

Moz & 3% nanr—_

Mark C. Poloncarz, Esq., County Executive

Stefan L. Mychaijliw, County Comptroller

Attorney

-i0-
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Exhibit Two — Management Letter
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Drescher & Malecki LLP
3083 William Streel, Suite 5
Buffalo, New York 14227

Telephone: 716.565.2299 Drescher
Fax: 7165652201

Certified Public Accountants

June 23, 2017

Honorable County Legislature,
County Executive, County Comptroller and Audit Committee
County of Erie, New York:

In planning and performing our audit of the basic financial statements of the County of Erie, New York
(the “County™) as of and for the year ended December 31, 2016, in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States,
we considered the County’s internal control over financial reporting (“internal control™) as a basis for
designing audir procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the County’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity”s financial statements will not be prevented, or
detected and corrected on a timely basis. A reasonable possibility exists when the likelihood of an event
oceurring is either reasonably possible or probable as defined below.

¢ Reasonably possible. The chance of the future event or events occurring is more than remote
but less than likely.
s Probable. The future event or events are likely to occur.

Our consideration of internal control was for the limited purpose described in the first paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses.
Given these limitations, during our audit we did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.

In addition, during our audit we identified certain matters involving the internal control, other
operational matters and new reporting requirements that are presented for your consideration. This letter
does not affect our report dated June 23, 2017 on the financial statements of the County. We will review
the status of these comments during our next audit engagement. Our comments and recommendations,
which have been discussed with the appropriate members of management, are intended to improve the
internal control or result in other operating efficiencies. Our comments are summarized in Exhibit 1.
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The purpose of this communication, which is an integral part of our audit, is to describe for
management and those charged with governance, the scope of our testing of internal control and the
results of that testing. Accordingly, this communication is not intended to be and should not be used for
any other purpose.

Dk ko

June 23, 2017
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EXHIBIT 1

Capital Project Managemen!

Certain departments throughout the County oversee the County’s ongping capital projects. Specifically,
the Department of Public Works (“DPW™) routinely has a large role in monitoring capital projects, many
of which span the course of several years. The oversight of these ongoing capital projects requires not
only the DPW, but also the Comptroller’s Office to track the projects within the SAP financial accounting
system and the Budget Office to review capital project budgets and spending to date to determine the
proposed spending on capital projects in subsequent vears.

We found that there are no formal policies surrounding the management of the County’s capital projects.
As a result, certain projects remain open for several years while having no activity, This may result in
capital assets remaining in construction in progress (“CIP”) on the financial statements rather than being
reclassified to a depreciable asset category. Similarly, some smaller capital projects are accounted for
within a larger capital project and, under current procedures, these smaller projects do not close when
they have been completed, they remain open until the larger project has been completed.

There are no requirements for the project managers or engineers that oversee DPW projects to give
periodic status updates on ongoing projects. As a result, it is difficult for departments outside DPW 1o
review individual open projects and their status. Although all resolutions that authorize spending are
reviewed and maintained by the Comptroller’'s Office, there is no mechanism in place in the
Comprroller’s Office to determine the remaining cash available in a project. As a result, it becomes
difficult to determine if cash is being appropriately transferred out of capital projects upon completion,

We recommend that the DPW, the Comptroller’s Office and the Budget Office coordinate to update and
formalize the capital project accounting procedures. The County should require that each department
review its CIP at year end and appropriately transfer completed capital projects to their applicable asset
category. Completed capital projects should be signed off as completed by a project manager or
appropriate individual. A consistent, formalized policy should include the procedures to be performed
when capital projects are determined to be closed, the proper treatment of substantially complete smaller
projects that are accounted for within a larger incomplete project, and the review of ongoing projects on a
regular basis to determine their status.

We also recommend that the accounting software be utilized to ensure that projects can be tracked on a
routine basis. This would include tracking each individual project’s funding sources and related
expenditures as compared to their budgets to determine how much funding is left in a project. Similarly,
we recommend that the DPW coordinate with the Budget Office and Comptroller’s Office on an annual
basis to review the status and balance of ongoing projects to ensure any transfers between projects are
approved.

Information Technology

The County’s current practices allow users to unsuccessfully login to their computers with an incorrect
password twenty five times before they are locked out of their computer, Further, while the County does
have a computer use policy, there is no requirement that County employees sign off as having read and
agreed to such policy.

We recommend that the County update its current practices to limit the number of unsuccessful login

attempts to improve information technelogy controls. Further, we recommend that the County require all
employees to annual sign off as having reviewed and agreed to the County’s computer use policy.

23| Page



AUDIT COMMITTEE FOR ERIE COUNTY

EXHIBIT I

Property Tax Receipts and Segregation of Duties

There are instances when staff are not available within the property tax office to ensure that the individual
receiving property tax receipts and preparing property tax deposits is also not approving the deposit
transmittal forms.

We recommend that the County evaluate its available staffing within the property tax office to determine
that there is adequate segregation of duties at all times.

Sub-recipient Contracts

The U.S. Office of Management and Budget (“*OMB") published final guidance in the Federal Register
entitled Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (“Uniform Guidance™). The Uniform Guidance is located in Title 2, Part 200 of the Code of
Federal Regulations. State and local governments need to take appropriate steps to ensure that they
comply fully with the new Uniform Guidance, which sometimes differs in subtle, but important ways
from previous guidance,

The requirements of a pass-through entity in relation to their sub-recipients are more explicitly defined in
the Uniform Guidance and require the pass-through entity provide the following information to the sub-
recipient at the time of the subaward:

Federal Award ldentification Mumber (FAIN)

Sub-recipient unique entity identifier

Federal Award date of the award to the recipient by the Federal Agency
Subaward period of performance

Amount of Federal funds abligated by this action

Name of the Federal Awarding Agency

CFDA number and name

Indirect cost rate for the Federa! Award

Additionally, the pass-through entity must:

+ Evaluate each sub-recipient's risk of noncompliance with Federal statutes, regulations, and the
terms and conditions of the subaward for purposes of determining the appropriate sub-recipient
monitoring

+  Monitor the activities of the sub-recipient as necessary to ensure that the subaward is used for
authorized purposes,

»  Verify that every sub-recipient is audited as required

While no findings were noted in relation to sub-recipients, we recommend that the departments that pass

federal funds to sub-recipients ensure that all requirements outlined above are clearly communicated to
each sub-recipient.
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EXHIBITI

Inactive Purchase Orders

While we do recognize that the County took major steps to cancel inactive purchase orders in 2016, there
is not currently a process in place at the departmental level to review outstanding purchase orders. As a
result, there are instances where purchase orders that have been inactive for a period of time have not
been re viewed and closed out, if necessary. This results in these purchase orders being rolled forward to
future years, and the budget increased to cover these inactive purchase orders,

We recommend that procedures be established that require departments to regularly review outstanding
purchase orders to determine the likelihood of these purchase orders being fulfilled.

Interdepartmental Comnunications

While the Comptroller's office is responsible for paying the invoices of the County upon their receipt
from the departments, the individual departments are responsible to ensure that the invoices they receive
are forwarded to the Comptroller’s office for payment in a timely manner. We noted instances where the
Comptroller’s office did not receive invoices to be paid until several months after they were received by
certain departments. While no penalties were assessed on these invoices, late payment on some invoices
may result in late fees being charged.

We recommend that the departments review their current practices to ensure that they are processing the
invoices and tuming them over to the Comptroller’s in a timely manner. This will ensure that any
available discounts are being taken advantage of, and no fees are charged for paying invoices late.

New Reporting Requiremenis

The Governmental Accounting Standards Board (*GASB™) has adopted several new pronouncements,
which may have a future impact upon the County. These should be evaluated to determine the extent the
County will be impacted in future years.

GASB Statement No. 74—The County is required to implement GASB Statement No. 74, Financial
Repariing for Post-employment Benefit Plans Other than Pension Plans, effective for the fiscal year
ending December 31, 2017. The requirements of this Statement address the financial reports of
defined benefit OPEB plans that are administered through trusts that meet certain criteria. This

Statement replaces GASB Statement No. 43, Financial Reporting for Post-emplayment Benefit Plans
Other than Pension Plans,

GASB Statement No. 75—The County is required to implement GASB Statement Mo. 75,
Accounting and Financial Reporting for Post-employment Benefits Other than Pensions, effective for
the fiscal year ending December 31, 2018. This Statement replaces GASB Statement No. 43,
Accownting and Financial Reporiing by Emplayers for Posi-employment Benefits Other than
Pensions, and will require more extensive note disclosures and required supplementary information
about their OPEB liabilities.

GASB Statement No. 8{—The County is required to implement GASB Statement No., 80, Blending
Requirements jor Certain Component Unirs, effective for the fiscal year ending December 31, 2017,
The purpose of this Statement is to clarify the financial statement presentation requirements for
certain component units.
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EXHIBIT I

GASE Starement No. 81 The County is required to implement GASB Statement No. 81,
Irrevocable Split-Tnterest Agreements, effective for the fiscal year ending December 31, 2017. This
Statement will improve accounting and financial reporting by establishing recognition and
measurement requirements for irrevocable split-interest agreements.

GASB Statement No. 82—The County is required to implement GASB Statement No. 82, Pension
[ssues—an amendment of GASB Statements No. 67, No. 68, and No. 73, effective for the fiscal year
ending December 31, 2017, This Statement addresses issues regarding (1) the presentation of payroll-
related measures in the supplementary information, (2) the selection of assumptions and the treatment
of deviations from the guidance in an Actuarial Standard of Practice for financial reporting purposes,
and (3) the classification of payments made by employers to satisfy employee (plan member)
contribution requirements.

GASB Statement No. 83—The County is required to implement GASB Statement No. 83, Certain
Asset Retirement Obligations, effective for the fiscal year ending December 31, 2019, This Statement
establishes criteria for determining the timing and pattern of recognition of a liability and a
corresponding deferred outflow of resources for asset retirement obligations (AROs).

GASE Starement No. 84—The County is required to implement GASB Statement No. 84, Fiduciary
Activities, effective for the fiscal year ending December 31, 2019, This statement establishes criteria
for identifying fiduciary activities of all state and local governments.

GASE Statement No. 85—The County is required to implement GASB Statement No. 85, Omnibus
2017, effective for the fiscal vear ending December 31, 2018. The objective of this Statement is to
address practice issues that have been identified during implementation and application of certain
GASB Statements.

GASB Statement No. 86—The County is required to implement GASB Statement No. 86, Certain
Debit Extinguishment Issues, effective for the fiscal year ending December 31, 2018. The objective of
this Statement is to improve consistency in accounting and financial reporting for in-substance
defeasance of debt by providing guidance for transactions in which cash and other monetary assets
acquired with only existing resources—resources other than the proceeds of refunding debt—are
placed in an irrevocable trust for the sole purpose of extinguishing debt. This Statement also improves
accounting and financial reporting for prepaid insurance on debt that is extinguished and notes to
financial statements for debt that is defeased in substance.
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THIS AGREEMENT made the day of 2016, by and

hetween

THE COUNTY OF ERIE, a municipal corporation of the State of New York, having its
offices and principal place of business at 95 Franklin Street, Buffalo, New York 14202

(heremafter referred to as the "County",)

and

DRESCHER & MALECKI LLP., a New York limited liability partnership,
having its offices and principal place of business at 3083 William Street, Suite 3,
Cheektowaga, New York 14227,

{hereinafter referred to as the “Accountant™)

WHEREAS, the County desires to engage an Accountant for the independent audit of its
Basic Financial Statements for its fiscal years ending December 31, 2016, 2017 and 2018, with
an option to extend the contract for its fiscal years 2019 and 2020,

WHEREAS, the County Legislature, based on the recommendations of the Erie County
Audit Committee (“Audit Committee”), has authorized the Erie County Executive to engage the
Accountant by resolution dated July 28, 2016 (attached hereto as Schedule “A™);

NOW, THEREFORE, the County and the Accountant, in consideration of the mutual
covenants hereinafter set forth, agree as follows:

FIRST: (a) The Accountant shall perform an audit of all funds for the County’s fiscal
years ending December 31, 2016, 2017 and 2018 as outlined in the Audit Committee’s RFP
(attached hereto as Schedule “B™) and the outline of the general work to be performed as set
forth in Section Four of the Accountant Proposal dated June 30, 2016 (attached hereto as
Schedule “C™). The County, i its sole discretion may extend the agreement beyond is initial

term for its fiscal years 2019 and 2020 with consistent and corresponding price adjustmenis and
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upon the same conditions. The Accountant will perform the Services related to the audits of
financial statements as specified in Schedule C and the annual Engagement Letter, an example of
which is attached hereto as Schedule D of this Agreement. The Services will be conducted in
accordance with the standards set forth in Schedule D). Subject to the Accountant’s professional
standards. as well as the cooperation of the County, the Accountant will endeavor to complete
each annual andit covered by this Agreement by June 30" of the following year. Annually, in
December, or earlier if mutually agreed, of the year being audited, the County Comptroller
(“Comptroller™), and the Accountant, will meet to plan the ensuing audit and outline a specific
list of supporting schedules and year end closing events.

(b} The Accountant shall perform interim fieldwork for each year of this Agreement.
This interim Geldwork will assist the County in its preparation for closing. All such fieldwork
should include testing the County’s existing internal control procedures to the extent deemed
necessary by the Accountant to render an apinion on the County’s financial statements.

(c) The Accountant shall audit the County in accordance with both generally accepted
auditing standards (GAAS) and Government Auditing Standards issued by the Comptroller
General of the United States, where applicable, and render an opinion as to whether the financial
statements are presented in conformity with generally accepted accounting principles (GAAP).

(d) The Accountant acknowledges that the County may seek to obtain a Certificate of
Achievement for Excellence in Financial Reporting by the issuance of a Comprehensive Annual
Financial Report (CAFR) and a Distinguished Budget Presentation Award from the Government
Finance Officers Association, should the County decide to participate in these programs. Such
additional procedures to be performed by the Accountant as it relates to the CAFR, included

within the proposed audit fee, include the review of the introductory and statistical sections,
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issuance of an audit opinion specific 1o the CAFR, and the audit of the combining and individual
fund financial statements.

{e) The Accountant shall prepare a management letter in conjunction with its audit of
the fiscal years ending December 31, 2016 through 2020 in accordance with Schedule D. The
management letter shall be provided in letter form, as well as electronically or on computer
diskette, and shall describe reportable conditions or material weaknesses in internal control, if
any, and will also contain recommendations for financial and program management
improvement. The Accountant shall, prior to release, review a draft of the management letter
with the Comptroller and the County Budget Director (“Budget Director™).

(£) The Accountant shall furnish all adjusting entries to the Comptroller during the period
allowed for completion of fieldwork and discuss all proposed audit adjustments that the
Accountant may consider to be material either individually or in the aggregate, with the
Comptroller and Budget Director. The County may submit additional information to the
Accountant when there is less than full agreement with any proposed adjustment. Any
disagreement that cannot be resolved will be discussed with the Audit Committee. The
Accountant will work with the County to facilitate line item level posting of all proposed
adjusting entries. The Comptroller is responsible for ensuring that all adjusting entries are
processed.

{g) After posting adjusting journal entries, the Comptroller will provide the Accountant
with financial statements and schedules which include any and all audit adjustment and
reclassification entries.

(hy The Accountant is responsible for reproduction of the Basic Financial Statements,

and the Comptroller’s Office is responsible for its distribution.
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If the County decides to issue a CAFR for any or all of the fiscal years, the Comptroller’s
Office will be responsible for its reproduction and distribution.

(1) The Accouniant shall maintain a relationship with the County’s Audit Commitlee as
outlined in Statement of Auditing Standards 114 (SAS 114 supersedes SAS 61). A SAS 114
letter is to be provided to the Audit Committee at the conelusion of the County audit, with a copy
of this letter to the Comptroller. The Accountant shall, at the request of the Audit Committee,
meet to review and discuss the final financial statements and independent auditors’ report,
management letier, and SAS 114 letier.

(i) The Accountant will perform the required certifications of various Health Department
and Mental Health Department fiscal reports that have to be filed with New York State.

(k) The Accountant shall, to the extent practicable, make relevant local training seminars
sponsored by the firm available to Comptroller’s Office personnel.

(1) The Accountant shall provide an additional audit service pertaining (o federal grant
requirements pursuant (o the provisions of the Single Audit Act of 1984, as amended and in
accordance with applicable publications of the federal Office of Management and Budget. The
Accountant shall review the draft of this report with the Compiroller, and shall provide all
required copies of the final report (approximately 20 copies) by on or about the September 30"
due date following each year-end.

SECOND: (a) The County agrees to pay the Accountant the amount not to exceed the
fees set forth in Schedule “A” for the annual audits, to include the Single Audit and Management
Letter, as set forth on page 21 of the Accountant Proposal dated June 30, 2016 {attached hereto

as Schedule “C”) and specified in the annual engagement letter.
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{b) In conjunction with County bond or note sales, the Accountant will minimally be
required to perform various procedures to evaluate whether it shall provide its comsent for
inclusion of the audited financial statements for the 2016 to 2020 fiscal years in the related
official statement. Charges shall be for each review as shown in Schedule A.

(¢} Charges for certification of Health Department, Mental Health Department and Other
Department reports shall be at a per report cost as shown in Schedule A, Such fees will also
apply in the event New York State assigns special reporting requirements to other County
departments.

(d) Billings by the Accountant for services rendered in conjunction with out of scope and
other negotiated services shall be based on hourly rates as specified in Schedule C and specified
in the annual engagement letter,

(e) The payments by the County shall be due and payable to the Accountant within thirty
(30) days of interim and final billings.

() This Agreement shall commence upon execution and shall continue until the audit
and work described in paragraph 1 is completed and accepted by the County.

THIRD: The Accountant’s opinion letier on the County’s audited financial statements
shall be addressed to the Erie County Executive, the Comptroller, and the Erie County
Legislature,

FOURTH: The County agrees to cooperate with and assist the Accountant in carrying
out its obligations under this Agreement by providing necessary information and reasonable
cooperation and assistance from County personnel during the period of the fieldwork each year.

FIFTH: The Accountant and the County agree that the Accountant and its officers,

employees, agents, contractors, subcontractors and/or consultants are independent contractors
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and not employees of the County or any departiment, agency or unit thereof. In accordance with
their status as independent contractors, the Accountant covenants and agrees that neither the
Accountant nor any of its officers, employees, agents, contractors, subcontractors and/or
consultants will hold themselves out as, or claim to be, officers or employees of the County or
any department, agency or unit thereof.

SIXTH: The Comptroller shall have the rght, on ten (10) days written notice to
Accountant to review any non-proprietary records of payments for invoices or other expenses
made by the County to the Accountant under this Agreement to ascertain that they are consistent
with the terms of this Agreement provided that, any such records available to the County under
this section may be redacted by the Accountant to the extent necessary to protect its proprietary
and confidential information and to avoid any invasion of personal privacy.

SEVENTH: The Accountant will forward all invoices to the Comptroller for
certification.

EIGHTH: The Accountant shall comply, at its own expense, with the provisions of all
applicable local, state and federal laws, rules and regulations. The Accountant shall further
comply, at its own expense, with all applicable rules, regulations and licensing requirements
pertaining to its professional status and that of its employees, partners, associates, subconsultants
and others employed to render the Work hereunder.

NINTH: Failure of the County to insist, in any one or more instances, upon strict
performance of any term or condition herein contained shall not be deemed a waiver or
relinquishment of such term or condition, but the same shall remain in full force and effect.

Acceptance by the County of any Work or the payment of any fee or reimbursement due
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hereunder with knowledge of a breach of any term or condition hereof, shall not be deemed a
waiver of amy such breach and no waiver by the County of any provision hereof shall be implied.

TENTH: The Accountant shall not delegate any duties or assign any of its rights under
this Agreement without the prior express written consent of the County, The Accountant shall
not subcontract any part of the Work without the written consent of the County, subject to any
necessary legal approvals.  Any purported delegation of duties, assignment of rights or
subcontracting of Work under this Agreement without the prior express written consent of the
County 1s void. All subcontracts that have received such prior written consent shall provide that
subeonsultants are subject to all terms and conditions set forth in this Agreement. It is
recognized and understond by the Accountant that for the purposes of this Agreement, all Work
performed by a County-approved subcontractor shall be deemed Work performed by the
Accountant and the Accountant shall insure that such subcontracted work is subject to the
material terms and conditions of this Agreement.

ELEVENTH: This Agreement and its attachments constitute the entire Agreement
between the parties with respect to the subject matter hereof and shall supersede all previous
negotiations, commitments and writings. It shall not be released, discharged, changed or
modified except by an instrument in writing signed by a duly authorized representative of each
of the parties.

TWELFTH: The parties recognize and acknowledge that the obligations of the County
under this Agreement are subject to annual appropriations by the Erie County Legislature.
Therefore, this Agreement shall be deemed executory only to the extent of the monies
appropriated and available, The County shall have no hiability under this Agreement beyond

funds appropriated and available for payment pursuant lo this Agreement. The parties
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understand and intend that the obligation of the County hereunder shall constitute a current
expense of the County and shall not in any way be construed to be a debt of the County in
contravention of any applicable constitutional or statutory limitations or requirements concerning
the creation of indebtedness by the County, nor shall anything contained in this Agreement
constitute a pledge of the general tax revenues, funds or meneys of the County. The County
shall pay amounts due under this Agreement exclusively from legally available funds
appropriated for this purpose. The County shall retain the right, upon the occurrence of the
adoption of any County Budget by the County Legislature during the term of this Agreement or
any amendments thereto, and for a reasonable period of time afier such adoption(s), to conduct
an analysis of the impacts of any such County Budget on County finances. Afier such analysis,
the County shall retain the right to either terminate this Agreement or to renegotiate the amounts
and rates set forth herein. If the County subsequently offers to pay a reduced amount to the
Accountant, then the Accountant shall have the right to terminate this Agreement upon
reasonable prior written notice,

THIRTEENTH: (a) The County Executive and Comptroller may jointly terminate this

Agreement without cause at any time by giving written notice to the Accountant of its intention
to terminate. Termination without cause shall be effective fourteen (14) calendar days from the
date of such notice. In the event of termination without cause, the County and the Accountant
shall be released of all liability under this Agreement except that the County shall pay the
Accountant for all work performed prior to the termination date. The Accountant shall comply
with professional standards as it relates to successor auditor working paper review.,

(b} The County Executive and Comptroller may jointly terminate this Agreement for

cause by serving written notice of its intention to do so. Said notices shall be effective upon
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receipt. Should this Agreement be terminated for cause, the County shall have no further
liability to the Accountant except that the County shall pay the Accountant for all work
performed in accordance with this Agreement and the applicable Schedule prior to the
termination date. Such termination shall be without limitation of any cause of action, right or
remedy the County may otherwise have.

For purpose of this Agreement, cause shall include, but not be limited to: (1) any breach
by the Accountant of any term, condition or provision of this Agreement which is curable or
remediable and which is not cured or remedied by the Accountant within a reasonable time afier
written notice thereof, or (2) any substantial breach by the Accountant of this Agreement which
is not curable or remediable or any breach which, in light of any prior breaches by the
Accountant, established a course of conduct of willful or negligent disregard by the Accountant
of its obligations under this Agreement.

(c) The Accountant may terminate this Agreement for cause by serving wrillen notice
of its intention to do so. For the purpose of this section, cause shall mclude, but not be limited
to: (1) any substantial breach by the County of any term., condition or provision of this
Agreement which is not cured or remedied in a reasonable time after notice to the County, or (2)
any breach by the County of any term, condition, or provision of this Agreement which in light
of prior breaches by the County, establishes a course of conduct of willful or negligent disregard
by the County of its material obligation under this Agreement.

{d) Notwithstanding any other provision in this Agreement, the Accountant may resign
as the County’s auditor at any time in accordance with the laws, regulations and professional

standards applicable to the Services provided under this Agreement and any Schedule.
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FOURTEENTH: All notices of any nature referred to in this Agreement shall be in

writing and either sent by registered or certified mail postage pre-paid. or delivered by hand or
overnight courier, or sent by facsimile (with acknowledgment received and a copy of the notice
sent by registered or certified mail postage pre-paid), as set forth below or to such other
addresses as the respective parties hereto may designate m wriling, Notice shall be effective on
the date of receipt. Notices shall be sent to the following:

Direscher & Malecki LLP

3083 William Street, Suite 5

Cheektowaga, NY 14227

Erie County Comptroller

95 Franklin Street, Room 1100

Buffalo, Mew York 14202

A copy of any such notice will also be forwarded to:

Erie County Executive

95 Franklin Street. 16" Floor

Buffalo, New York 14202

Erie County Attorney

95 Franklin Street, Room 1634

Buffalo, New York 14202

FIFTEENTH: This Agreement, including the schedules referred to and made a part

hereof, contains the entire agreement between the County and the Accountant.  Wherever the
provisions of this Agreement and its schedules may be in conflict, the parties acknowledge and
agree that the order of precedence shall be the Agreement, Schedule B, Schedule C, and
Schedule D (as issued annually). This Agreement shall be interpreted under the laws of the State
of New York, without regard to its conflict of laws principles. Any judicial action or proceeding

with respect to this Agreement shall have its venue in New York State Supreme Court for the

County of Erie.

Page 10 of 13

37|Page



AUDIT COMMITTEE FOR ERIE COUNTY

SIXTEENTH: This Agreement may be executed simultaneously in several counterparts,
each of which shall be an original and all of which shall constitute but one and the same
instrument. This Agreement shall be construed and enforced in accordance with the laws of the
State of New York. In addition, the parties hereby agree that for any cause of action arising out
of this Agreement shall be brought in the County of Erie.

If any term or provision of this Agreement is held by a court of competent jurisdiction to
be invalid or void or unenforceable, the remainder of the terms and provisions of this Agreement
shall in no way be affected, impaired, or invalidated, and to the extent permitted by applicable
law, any such term. or provision shall be restricted in applicability or reformed to the minimum
extent required for such to be enforceable. This provision shall be interpreted and enforeed to
give effect to the original written intent of the parties prior to the determination of such invalidity
or unenforceability.

SEVENTEENTH: The Accountant agrees to procure and maintain insurance naming the

County as additional insured, as provided and described in Schedule “E”, entitled "Standard
Insurance Provisions", which is attached hereto and made a part hereof. In addition to, and not
in limitation of the insurance provisions contained in Schedule “E", the Accountant agrees: that
except for the amount, if any, of damage contributed to, caused by, or resulting from the
negligence of the County, (a) the Accountant shall indemnify and hold harmless the County, its
officers, employees and agents from and against any and all liability, damage, claims, demands,
costs, judgments, fees, attorney’s fees or loss arising directly or indirectly out of the performance
or failure to perform hereunder by the Accountant or third parties under the direction or control

of the Accountant; and (b) to provide defense for and defend, at its sole expense, any and all
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claims, demands or causes of action directly or indirectly arising out of this Agreement and to
bear all other costs and expenses related thereto.

EIGHTEENTH: The Accountant shall comply with Erie County Executive Order 13

(2014) and agrees to complete the Certificate collectively attached hereto as Schedule “F and
made a part hereof. The Accountant shall make such records available, upon request, to the
County’s Division of Equal Employment Opportunity for review. The County shall have the
right, upon reasonable notice and at reasomable times, 1o inspect the books and records of the
Accountant, its offices and facilities, for the purpose of verifymg information supplied in the Erie
County Equal Pay Certification and for any other purpose reasonably related to confirming the
Accountant’s compliance with Erie County Executive Order 13 (2014). MNotwithstanding the
termination provisions contained herein. violation of the provisions of Executive Order 13
(2014) , may constitute grounds for the immediate termination of this Agreement and may
constitute grounds for determining that the Accountant is not qualified to participate in future
County contracts.

NINETEENTH: The Accountant expressly agrees that neither it nor any consultant,
subconsultant, employee, or any other person acting on its behalf shall discriminate against or
intimidate any employee or other individual on the basis of race, creed, religion, color, gender,
age, national origin, ethnicity, alienage or citizenship status, disability, marital status, sexual
orientation, familial status, genetic predisposition or carrier siatus or any other status protected
by New York State or Federal laws during the term of or in connection with this Agreement,

TWENTIETH: The Accountant shall use all reasonable means to avoid any conflict of

interest with the County and shall immediately notify the County in the event of a conflict of
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interest. The Accountant shall alsa use ail reasoneble WEans [0 AVDID Ay BppesisiLe w

impropriety.

TWENTY-FIRST: This Agreement shall not be enforceable until signed by all parties

and approved by the Office of the County Attorney.

IN WITNESS WHEREOF, the parties have set their hands and seals the day and year

frat written above,

COUNTY OF ERIE

DRESCHER & MALECKI LLP

Wewty County Executive

APPROVED AS TO CONTENT

a
Stefan 1. Mychajliw
Erie County Comptroller

APPROVED AS TO FORM

cironi

Martin A. Palowy
Aszistent County Attomey
Document Mo.

Date:
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Thomas P. Malecki
Partner
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