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October 24, 2018

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

Dear Legislators and County Executive Poloncarz:

The Audit Committee for Erie County (“Committee”) is pleased to present its annual report for Erie
County’s {County) fiscal year ending December 31, 2017.

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:

® 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.

® 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, and that the financial statements have been prepared in conformity with accounting
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principles generally accepted in the United States of America. The Committee also relies on the
opinions of the independent auditors on the basic financial statements and the effectiveness of internal
controls over financial reporting.

Concerns of the Committee

1. Departmental Communications

The county’s auditor, Drescher & Malecki, LLP (“D & M”) found that the structure of the
Department of Social Services is such that the individuals responsible for program compliance
and controls and the individuals responsible for program fiscal operations were not aware of
certain responsibilities of the other regarding federal programs.

The committee agrees with D & M’s recommendation that the County provide overall Uniform
Guidance training to employees working on federal programs. The committee further agrees
that specific program training should be provided to employees engaged in both program
compliance and fiscal operations of its federal programs to ensure that the full understanding of
the federal programs is obtained by key staff.

2. Information Technology

D & M has again found that 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. This
finding is unchanged from last year and remains a concern.

The committee again 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
confirm by signature that they have reviewed and agreed to the County’s computer use policy.

3. Procurement — Federal Awards

D & M recognizes that when procuring goods and services for a federal grant’s purposes,
grantees may follow their own procurement procedures, but only to the extent that those
procedures meet the minimum requirements for procurement specified in the Title 2 Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (“Uniform Guidance”).
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Because some of these requirements may be new to individuals, the committee agrees with D &
M’s recommendation that the County review all of the new purchasing requirements under the
Uniform Guidance to ensure all purchases made for federal grant purposes comply with these
requirements for the fiscal year ending December 31, 2018.

4. Departmental Cash Reconciliations

D & M observed that certain departments within the County maintain activity of their
departments in decentralized cash accounts, which are included in the County’s general ledger
through a journal entry at year-end. Although the Comptroller's Office relies on these
Departments to reconcile and review their bank statements and their cash balances throughout
the year, there is a risk for these cash balances to go unreconciled.

The committee agrees with D & M’s recommendation that the Departments with these
accounts perform and document monthly cash reconciliations of their cash accounts. The
committee further recommends that the Comptroller’s Office conduct periodic reviews of the
department cash accounts in order to determine that regular review and reconciliation of the
Departments’ cash accounts is occurring.

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.
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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.

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. 75, Accounting and Financial Reporting for Post-employment Benefits Other
than Pensions;

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

e GASB Statement No. 84, Fiduciary Activities;

e GASB Statement No. 85, Omnibus 2017,

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

e GASB Statement No. 87, Leases; and

e GASB Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and
Direct Placements.

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.
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Auditor’s Opinion

Drescher & Malecki has rendered an opinion that the financial statements of the County of Erie for the
year ending December 31, 2017 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.

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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HON. STEFAN 1. MYCHAJLIW

June 21, 2018

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

This representation leiter is provided in connection with your audit of the basic financial
statements of the governmental activitics, the business-type activities, the discretely presented
component units, 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, 2017 and for the year then ended, and the related notes (o the financial statements,
for the purpose of expressing opinions on whether the basic linancial statements present fairly, in
all material respects, the financial position, results of operation, and cash flows, where applicable,
of the various opimon units and the respective budgetary comparison of the General Fund for the
year Lhen 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 matlers that are material,
Items are considered material, regardless ol 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 21, 2018:

Financial Statements

¢ We have fulfilled our responsibilitics, as set out in the terms of the audit engagement letter
dated March 21, 2018 for the preparation and fair presentation of the financial statements of
the various opinion units referred [0 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 matenial 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.

Ovrice O ERIE COUNTY COMPTROLLERR STRRAN |, MYCHAJLIW * 95 FRANKIIN STREET * Roos 1100 » BurraLg, N.Y. « 14202
PHONE; (716) 858-8400  Fax: (716) 8B58-6196 * E-MAIL: COMPTROLIRR@ERIE.GOV
WHISTLEBLOWER HOTLINE FOR REPORTING WASTE, FRAUD & ABUSE: (716} B58-7722 OR E-MAIL: WHISTLEBLOWER@L RIE. GOV
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e  We acknowledge our responsibility for compliance with the laws, regulations, and provisions
of contracts and grant agrecments.

*«  We have revicwed, approved, and taken responsibility for the financial statements and related
notcs,

o  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 studies related to the audit objectives and whether related recommendations have

been implemented.

e 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.

o 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.

¢ There were no uncorrected misstatements.

® 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, arc included and other
joint ventures and related organizations are properly disclosed.

e All funds and activities are properly classified.

o  All funds that meet the quantitative criteria in GASB Statcment No, 34, Basic Financial
Statements—and Management's Discussion and Analysis —for State and Local Governments,
GASB Statement No. 37, Basic Financial Statements—and Management's Discussion and
Analysis—for State and Local Governments: Omnibus as amended, and GASB Statement No,
65, ltems Previously Reported as Assets and Liabilities, for presentation as major are
identificd and presented as such and all other funds that are presented as major are considered
important lo financial stalement users,

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

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

¢  All revenues within the statement of activitics have been properly classified as program

revenuces, general revenues, contributions to term or permanent endowments, or contributions
to permanent tund principal.
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o 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 teasonable basis.

s Allinterfund and intra-cntity transactions and balances have been properly classified and
reported.

e Deposit and investment risks have been properly and fuily disclosed.

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

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

With regard to investments and other instruments repotted 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 tair 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,

Supplementary Information in Relation to the Financial Statements as a Whole

With respect to the supplementary information accompanying the financial statements:

L]

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

We believe that the supplementary information, including its form and content, is fairly
presented in accordance with accounting principles generally accepted in the United States
of America.

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

We acknowledge our responsibility to include the auditor’s report on the supplementary
information in any document containing the supplementary information and that indicates

the auditor reported on such supplementary information.

We acknowledge our responsibility to present the supplementary information with the
audited financial statements or, if the supplementary information will not be presented
with the audited financial statements, to make the audited financial statements readily
available to the intended users of the supplementary information no later than the datc of
issuance by the entity of the supplementary information and the auditor’s report thereon

S3-
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Required Supplementary Information

With respect to the required supplementary information accompanying the financial statcments:

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

e We believe the required supplementuary information, including its form and content, is
measured and [airly presented in accordance with accounting principles generally
accepted in the United States of America.

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

Information Provided
* We have provided you with:
e 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

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

e Al transactions have been recorded in the accounting records and are reflected in the
financial statements.

s  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.

e We have no knowledge of any fraud or suspected fraud that affects the entity and involves:
¢  Management;
¢ Employces 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.

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

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

4.
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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 No. 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 guarantec.

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 becn 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 to volumes of business, revenues, available sources of supply, or
markets or geographic areas for which events could occur that would significantly disrupt
normal finances within the next year.

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.

¢ Unasseried 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 acerued 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 agrecments (Rule 240, 15¢2-12),

.5
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e The County has satisfactory title to all owned assets, and there are no liens or encumbrances
on such asscts nor has any asset or future revenue been pledged as collateral, except as
disclosed to you.

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

Single Audit

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

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

We are respensible for the preparation and presentation of the schedule of expenditures of
federat 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.

We have identified and disclosed all of our government programs and related activities
subject to the Uniform Guidance compliance audit.

When the schedule of expenditures of federal awards is not presented with the audited
financial statements, we 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, foan guarantees, property (including donated surplus property), cooperative
agreements, intercst subsidies, food commodities, direct appropriations, and other
assistance.

We have provided 1o you our interpretations of any compliance requirements that have
varying interpretations.

We have made available to you all federal awards (including amendments, if any) and
any other correspondence relevant to federal programs and related activities that have
taken place with federal agencies or pass-through entities.

-6-
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We have received no requests from a federal agency to audit one or more specific
programs as a major program.

We have identified and disclosed to you all amounts questioned and any known
noncompliance with the direct and material compliance requirements of federal awards,
including the results of other audits or program reviews, or stated that there was no such
noncompliance. We also know of ho instances of noncompliance with direct and material
compliance requirements occurring subsequent to period covered by the auditor's report.

We have disclosed to you any communications from federal awarding agencies and pass-
through entities conceming possible noncompliance with the direct and material
compliance requitements, including communications received from the end of the period
covered by the compliance audit to the date of the auditor’s report.

We have made available to you all documentation related to the compliance with the
direct and material compliance requitements, including information related to federal
program tinancial reports and claims for advances and reimbursements.

Federal program financial reports and claims for advances and reimbursements arc
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 copics of federal program financial reports provided to you are true copies of the
reports submitted, or clectronically transmitted, to the respective federal agency or pass-
through entity, as applicable,

We have monitored subrecipients, as required, to determine if they have expended
subawards in compliance with federal statutes, regulations, and the terms and conditions
of the subaward and have met the other pass-through entity requirements of the Uniform
Guidance,

We have issued management decisions for audit findings that relate to federal awards we
make to subrecipients and such management decisions are issued within six months of
acceptance of the audit report by the FAC. Additionally, we have followed-up ensuring
that the subrecipients have taken the appropriate and timely action on all deficiencies
detected through audits, on-site reviews, and other means that pertain to the federal award
provided to the subrecipient from the pass-through entity.

We have considered the results of subrecipients’ audits and have made any nccessary
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 applicable cost principles.
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o  We are responsible for and have accuratcly prepared the summary schedule of prior audit
findings to include all findings required to be included by the Uniform Guidance, 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 lo you the findings received and related corrective actions taken for
previous audits, attestation engagements, and internal or external monitoring that directly
rclate (o the objectives of the compliance audit, including findings received and
cotrective actions taken from the end of the period covered by the compliance audit to the
date of the auditor’s report.

e The reporting package docs not contain personally identifiable information,

s  We have disclosed all contracts or other agreements with service organizations and
disclosed to you all communications [rom 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 disclosed to you the nature of any subscquent cvents that provide additional
evidence with respect to conditions that existed at the end of the reporting period that
affect noncompliance during the reporting period.

In addition:

¢  We arce responsible for understanding and complying with the requirements of federal
statutcs, regulations, and the terms and conditions of federal awards relaicd to each of our
federal programs and have identified and disclosed to you the federal statutes,
regulations, and the terms and conditions of federal awards that are considered to have a
direct and material effect on each major lederal program; and we have complied with
these direct and matenal compliance requirements.

s+ We are responsible for establishing and maintaining, and have established and
mainiained, effective intemal control over compliance for federal programs that provide
reasonable assurance thal we are managing our federal awards in compliance with federal
statufcs, regulations, and the terms and conditions of the federal award that could have a
material effect on our federal programs. Also, no changes have been made in the intemal
control over complianco or other factors that might significantly affect internal control,
including any corrective action taken by management with regard to significant
deficiencies and material weaknesses in internal control over compliance, have occurred
subsequent to the period covered by the auditor’s report.

»  We are responsible for and have accurately completed the approptiate sections of the
Data Collection Form and we are responsiblc for taking corrective action on audit

findings of the compliance audit and have developed a corrective action plan that meets
the requirements of the Uniform Guidance.

.8.
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Draft Part 43 of NYCRR

With respect to New York Department of Transportation Assistance awards, we represent the
following to you:

* Thc 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.”

¢ Compliance with the laws, regulations, contracts, and grant agreements applicable to the
County for state transportation assistance programs.

» Establishing and maintaining effective internal control over financial reporting and
reporting on state transporiation assistance,

o Identifying and disclosing to the auditor all laws, regulations, contracts, and grant
agreements that could have any direct and material effect on the preparation of financial
statcments or the audits required under these regulations.

Identifying and disclosing to the auditor any and all known instances of material noncompliance,
violations or possible agreements whose effects should be considered for disclosure in the
financial statements or the audit documents required under these regulations or as a basis for
recording a loss contingency claim.

Other Specific Representations

* We have nol completed the process of evaluating the effect that will result from adopting the
guidance in GASB Statements No. 75, Accounting and Financial Reporting for
Postemployment Benefit Plans Other Than Pensions; No. 85, Omnibus 2017; and No. 86,
Certain Debt Extinguishment Issues, effective for the year ending December 31, 2018, and
No. 83, Certain Assct Retirement Obligations; No. 84, Fiduciary Activities; and No. 88,
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements
effective for the year ending December 31, 2019, and No. 87, Leases, effective for the year
ending December 31, 2020. The County is, therefore, unable to disclosc the impact that
adopting GASB Statements No. 75, 83, 84, 85, 86, 87, and 88 will have on its financial
position and results of operations.

¢ 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
uscd 1o determine such amounts. Management believes the allowances are adequate to absorb
currently estimated bad debts in the account balances.

s No department or agency of the County has reported a material instance of noncompliance to
us,

17| Page



AUDIT COMMITTEE FOR ERIE COUNTY

We agrec with the work of specialists in evaluating the liabilities for workers’ compensation,
judgments and claimsg liability, other postemployment benefits and the net pension liability
and have adequately considered the yualifications of the specialists in determining amounts
and disclosures used in the financial statements and undetlying 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.

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 ¢vents for any of the plans.
We are not aware of any occurrences that could result in the termination of any of our multi-
cmployer 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 employces for unused vacation, compensatory
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 [ull 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
typc employccs 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, 2017 for governmental activitics is $22,662,964 classified as a long-term liability in the
financial statements, which includes $13,116,282 due within one year. Compensated
absences of $3,247,123 have been repotted 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 $391,394 and $22,361, respectively. These
unassigned deficits are the result of nonspendable amounts reported for prepaid assets and are
expected to be remedied in the subsequent year.

The governmental activities reported a fotal net deficit of approximately $83,475,000,
tresulting pnimarily from ETASC's net deficit of $288,086,944 that is caused by its
recognition of bonds payable with no offsetting capilal 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.

The County considers items identified as discounts and cost of igsuance reported within Due
From Erie County on the ECFSA financial statements as issuance costs and, accordingly,
expenses these items at the time of the respective debt issuance.

210 -
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¢ As described in Note I, I to the financial statemeants, for the fiscal year ended December 31,
2017, the County and its component units implemented GASB Statement No. 80 Blending

Requirements for Certain Component Unils---an amendment of GASB Statement No. 14. As a

result, the Buffalo and Erie County Industrial Land Development Corporation (*]LDC"),
previously presented as a discretely presented component unil, has beon presented as a
blended component unit,

e Although ILDC does not mect the GASB requirements to be presented as a major business-
type activity fund, the County has elected to show ILDC as a major fund,

¢ Inaddition to audit services, Drescher & Malecki LLP has assisied the County in compiling

the County’s federal financial assistance schedules for the year ended December 31, 2017, In

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 Gregory Gach, Deputy Comptroller, 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.

e 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.

Mark C. Polonca.rz,_ ESE‘, County Executive

‘va tefhn

/Mychajliw, County Comptroller i_;&r t/"l'\’ G—f"ﬂ/b
~ /

//}///_:, e ivas

Micha_a;\._§ragusa,Fsﬁ.,(uunly ; E:y
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Exhibit Two — Communication Letter
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Drescher & Malecki LLP

3083 William Street, Suite 5

Buffalo, New York 14227

Telephone: 716.565.2299 Dreschor.
Fax: 716.565.2201 & Maleckr

Certified Public Accountants

Jupe 21. 2018

To the Audit Committee of the
County of Erie, New York:

We have audited the financial statements of the County of Erie, New York (the “County”) as of and for
the year ended December 31. 2017, and have issued our report thereon dated June 21, 2018 (which report
includes a reference to other auditors). Professional standards require that we advise you of the following
matters relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated March 21, 2018, our responsibility. as described by
professional standards, is to form and express an opinion about whether the financial statements that have
been prepared by management with your oversight are presented fairly, in all material respects. in
accordance with accounting principles generally accepted in the United States of America. Our audit of
the financial statements does not relieve you or management of your respective responstbilities.

Our responsibility. as prescribed by professional standards. is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. 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 intemal control over
financial reporting. Accordingly, as part of our audit, we considered the internal control of the County
solely for the purpose of determining our audit procedures and not to provide any assurance
concerming such intemal control.

We are also responsible for communicating significant matters related to the audit that are. in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process
However. we are not required to design procedures for the pusrpose of identifying other matters to
commumicate to you.

We have provided our comments regarding other matters noted during our audit in a separate letter to you
dated June 21. 2018.

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously commmmicated to
you.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm have complied with all relevant
ethical requirements regarding independence.
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Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the County is included in Note I to the financtal statements.
The County adopted certain Government Accounting Standards Board (“GASB™) statements as described
in the following paragraph. Otherwise. there have been no initial selection of accounting policies and no
changes in significant accounting policies or their application during the vear ended December 31, 2017
No matters have come to our attention that would require us, under professional standards. to inform you
about (1) the methods used to account for significant unusual transactions and (2} the effect of sigmificant
accounting policies in controversial or emerging areas for which there is a lack of authoritative guidance
Of COMSEnsus.

As described in Note X1II to the financial statemients, during the year the County entered into a loan
agreement and a capitalized interest liability assumption agreement with Erie County Medical Center
with the assistance of the Erie County Fiscal Stability Authority.

As described in Note 1. I to the financial statements. for the fiscal vear ended December 31, 2017, the
County and its component units implemented GASB Statement No. 80 Blending Requirements for
Certain Component Units—an amendment of GASB Statement No. 14. As a result. the Buffalo and Erie
County Industrial Land Development Corporation. previously presented as a discretely presented
component unit, has been presented as a blended component unit.

During the year ended December 31, 2017. the County implemented GASB Statements No. 74, Financial
Reporting for Postemployment Benefit Plans Other Than Pension Plans, No. 81, Irrevocable Split-
Interest Agreements; and No. 82, Pension Issues; an amendment of GASB Statemenis No. 67, No. 68, and
No. 73, effective for the yvear ended December 31, 2017. GASB statement No. 74 improves the usefulness
of informiation about posteniployment benefits other than pensions (other postemployment benefits or
OPEB) included in the general purpose external financial reports of state and local governmental OPEB
plans for making decisions and assessing accountability. GASB statement No. 81 umproves accounting
and financial reporting for irrevocable split-interest agreements by providing recognition and
measurement guidance for situations in which a government is a beneficiary of the agreement. GASB
statement No. 82 addresses certain issues that have been raised with respect to Statements No. 67,
Financial Reporting for Pension Plans. No. 68. Accounting and Financial Reporting for Pensions. and
No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the
Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements 67 and 68.
GASB Statement Nos. 74, 81. and 82 did not have a material impact on the County’s financial position or
results from operations.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge and
experience about past and current events and assumptions about future events. Certain accounting,
estimates are particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ markedly from management’s current

judgments.
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The most sensitive estimates affecting the financial statements for the year ended December 31, 2017
were the allowance for doubtful accouats, compensated absences liability, judgments and claims liability,
other post-employment benefits liability. the net pension (asset)/liability and workers’ compensation
liability.

Management’s estimate of the allowance for doubtful accounts, compensated absences liability,
judgments and claims hability, other post-employment benefits liability. the net pension (asset)/liability
and workers® compensation liability are based on past trends, estimates of specialist third parties, and
actuarial valuations. We evaluated the key factors and assumptions used to develop the estimates for the
allowance for doubtful accounts, compensated absences liability, judgments and claims liability, other
post-employment benefits liability. the net pension (asset)/liability and workers’ compensation liability
and determined that they are reasonable in relation to the basic financial statements taken as a whole and
in relation to the applicable opinion units.

Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the performance of the
audit.

Uncorrected and Corrected Misstatements

For purposes of this commmnication, professional standards require us to accumulate all known and
likely nusstatements identified during the audit, other than those that we believe are trivial, and
communicate them to the appropnate level of management. Further. professional standards require us
to also comnmmicate the effect of uncorrected misstatements related to prior periods on the relevant
classes of transactions. account balances or disclosures. and the financial statements as a whole and
each applicable opinion unit. There are no uncorrected nisstatements.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the County’s financial statements or the auditor’s report. No such
disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management. which are included in the attached
letter dated June 21. 2018.

Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. Management informed us that, and to our knowledge. there were no consultations with other
accountants regarding auditing and accounting matters.

Other Significant Matters, Findings or Issues

In the normal course of our professional association with the County, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory conditions affecting the entity. and operational plans and strategies that may affect the risks of
material misstatement. None of the matters discussed resulted in a condition to our retention as the
County’s auditors.

.3-
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* % %X & &

This report is intended solely for the information and use of the Audit Committee, County Legislature
and management of the County and is not intended to be, and should not be, used by anyone other than

these specified parties.

Anscher 4 i wp

June 21,2018
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Exhibit Three - Management Letter
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Drescher & Malecki LLP
3083 William Street, Suite 5

Buffalo, New York 14227

Telephone: 716.565.2299 Drescher
Fax: 716.565.2201 & Malackt

Certified Public Accountants

June 21 2018

Honorable County Executive

Honorable County Comptroller

Honorable Members of the County Legislature 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. 2017. 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 audit 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 of enplovees, 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
occuring is either reasonably possible or probable as defined below.

¢ Reasonably possible. The chance of the future event or events occurming 15 more than remote
but less than likely.
»  Prodable. The future event or events are likely to occur.

Our counsideration of intemal control was for the limited purpose described in the first paragraph and
was not designed to identify all deficiencies in internal control that nught 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 future reporting requirements that are presented for your consideration. This
letter does not affect our report dated June 21. 2018 on the financial statements of the County. We will
review the status of these conunents during our next audit engagenient. Our comments and
recomnendations. ail of which have been discussed with appropriate members of management. are
intended to improve the internal control or result in other operating efficiencies. Our comments are
sununarized in Exhibit I.
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The purpose of this comnmnication, which is an integral part of our audit, is to describe for
management and those charged with governance. the scope of our testing of intemal control and the
results of that testing. Accordingly, this cornmunication is not intended to be and should not be used for

any other purpose.

Qnsder 4 iechi w0

Jupe 21, 2018
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EXHIBIT I

Departmental Conmunications

While performing Single Audit testing under the Uniform Guidance over the County’s Department of
Social Services, we found that the structure of the Department is such that the individuals responsible for
program: compliance and controls and the individuals responsible for program fiscal operations were not
aware of the responsibilities of the other.

We recommend that the Department of Social Services provide overall Uniform Guidance tratning to
employees working on federal programs. Further, specific program training should be provided to
employees engaged in both program compliance and fiscal operations of its federal programs to ensure
that the full understanding of the federal programs is obtained by key staff.

Procurement — Federal Awards

When procuring goods and services for a federal grant’s purposes. grantees may follow their own
procurement procedures, but only to the extent that those procedures meet the minimum requirements for
procurement specified in the Title 2 Code of Federal Regulations (“CFR”) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform
Guidance ). These requirements include written competition procedures and codes of conduct for grantee
staff.

Among other requirements related to procurement in the Uniform Guidance. two methods of procurement
are specifically discussed in the Uniform Guidance are for micro-purchases (purchases with a cost less
than $3.500) and small purchases (purchases between $3.500 and $150,000). The grantee mmst distribute
micro-purchases equitably among qualified suppliers. Micro-purchases may be awarded without
soliciting competitive quotations if the grantee considers the price to be reasonable. Procurement by small
purchase are those relatively simple and informal procurement mettiods for securing services. supplies. or
other property that do not cost more that the simplified acquisition threshold. If small purchase procedures
are used, price or rate quotations must be obtained from an adequate number of qualified sources.

We recommend that the County review all of the new purchasing requirements under the Uniform
Guidance to ensure all purchases made for federal grant purposes comply with these requirements for the
fiscal year ending December 31. 2018.

Departmental Cash Reconciliations

Certain departments within the County maintain activity of their departments in decentralized cash
accounts, which are included in the County’s general ledger through a journal entry at year-end. The
Comptroller’s Office relies on these Departments to reconcile and review their bank statements and their
cash balances throughout the year, as such there is a risk for these cash balances to go unreconriled
throughout the vear.

We reconunend that the Departments perform and document monthly reconciliations of their cash
accounts. Further. we recommend that the Compiroller’s Office deternune the feasibility of performing
periadic reviews of the departmental cash accouats in order to determine that regular review and
reconciliation of the Departments” cash accounts is occurring.
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EXHIBIT I

Information Technology

As noted in prior years, 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 technology controls. Further, we recommend that the County require all
enployees to annual sign off as having reviewed and agreed to the County’s computer use policy.

New Reporting Requiremenis

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

GASE Statement No. 75—The County is required to implement GASB Statement No. 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. 45, Accounting and Financial
Reporting by Employers for Post-employment Benefits Other than Pensions. and will fequire more
extensive note disclosures and required supplementary information about their OPEB liabilities.

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

GASB Statement 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 year 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.

G-ASB Statement No. 86—The County is required to implement GASB Statement No. 86, Certain Debt
Extinguishment Issues. effective for the fiscal year ending December 31, 2018. This Statement improves
consistency i 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 extingwishing debt.

29| Page



AUDIT COMMITTEE FOR ERIE COUNTY

EXHIBIT I

GASB Statement No. 87—The County is required to implement GASB Statement No. 87, Leasas,
effective for the fiscal year ending December 31, 2020. The objective of this Statement is to better meet
the needs of financial statement users by improving accounting and financial reporting for leases by
govemnments. This Statement increases the usefulness of governments’ financial statements by requiring
recognition of certain lease assets and liabilities for leases that previously were classified as operating
leases and recognized as inflows of resources or cutflows of resources based on the payment provisions of
the contract. It establishes a single model for lease accounting based on the foundational principle that
leases are financings of the right to use an underlying asset. Under this Statement, a lessee is required to
recognize a lease liability and an mtangible right-to-use lease asset, and a lessor is required to recognize a
lease receivable and a deferred inflow of resources, thereby enhancing the relevance and consistency of
information about governments’ leasing activities.

GASB Statement No. §8—The County is required to implement GASB Statement No. 88, Certain
Disclosures Related to Debt, including Direct Borrowings and Direct Placements, effective for the fiscal
year ending December 31 2019. The objective of this Statement is to improve the information that is
disclosed in notes to government financial statements related to debt, including direct borrowings and
direct placements. It also clarifies which Liabilities governments should include when disclosing
information related to debt.
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THIS AGREEMENT made the day of 2016, by and

between

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

(hereinafter 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,

(hereinafier 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 autharized 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, apree 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 (aftached hereto as
Schedule “C™). The County, in its sole discretion may extend the agreement beyond is initial

term for its fiscal years 2019 and 2020 with consistent and corresponding price adjustments 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 audit 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 fieldwork 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 opinion on the County’s financial statements.

(c) The Accountant shall audit the County in accordance with both generally accepted
auditing standards (GAAS) and Governmem Auditing Stendards 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).

(dy 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 to the CAFR, and the audit of the combining and individual
fund financial statements,

{¢) The Accountant shall prepare a management letter in conjunction witlt 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 letier
with the Comptroller and the County Budget Director (*Budget Director™),

(D) The Aceountant shall furnish all adjusting entries to the Comptroller during the period
allowed for complction of fieldwork and discuss all propesed audit adjustments that the
Accountant may consider to be material cither 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 Aundit 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 tor its reproduction and distribution.

(i) The Accountant shall maintain a relationship with the County's Audit Committee 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 conclusion 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 letter, and SAS 114 letter.

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

(1) The Accountant shall pravide an additional audit service pertaining to federal grant
requirements pursuant to the provisions of the Single Audit Act of 1984, as amended and in
accordance with applicable publications of the lederal Office of Management and Budget. The
Accountant shall review the draft of this report with the Comptroller, and shall provide all
required capies 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 consent for
inclusion of the audited financial statements for the 2016 to 2020 fiscal years in the relaled
official statement. Charges shall be for each review as shown in Schedule A.

(¢) Cha‘rgcs 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 ol interim and final billings.

() This Agreement shall commence upon execution and shall continuc until the audit
and work deseribed in paragraph | is completed and aceepted by the County.,

THIRD: The Accountant’s opinion letter on the County’s audited financial statements
shall be addressed to the Erie County Executive, the Comptroller, and the Frie County
"Legistature.

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
caoperation 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 contraclors
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and not employees of the County or any department, 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 andfor
consultants will hold themselves out as, or claim to be, officers or employces of the County or
any department, agency or unit thereof.

SIXTH: The Compiroller shall have the right, 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 (o 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
cerlification,

EIGHTH: The Accountant shall comply, at its own expense, with the provisions of all
applicable local, state and federal laws, rules and repulations. The Accountant shall further
comply, al 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 condilion herein contained shall not be deemed a waiver or
relinquishment of such term or C(;ndition. but the same shall remain in full force and effect.

Acceptance by the Counly 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 any such breach and no waiver by the County of any provision hereof shall be implicd.

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 is void. All subcontracts that have received such prior written consent shall provide that
subiconsultants are subject to all tenns and conditions set forth in this Apreement. It is
recagnized and understood 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 1s subject to the
material terms and conditions of this Agreement.

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

TWELIFTH: 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 availahle, The County shall have no hability under this Agreement beyond

funds appropriated and available for payment pursuant lo this Agreement. The parties

Page 7 ol 13

38| Page



AUDIT COMMITTEE FOR ERIE COUNTY

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, tunds or moneys 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 after such adoption(s), to conduct
an analysis of the impacts of any such County Budget on County finances. After such analysis,
the County shall retain the right to either terminate this Agreement or to rencgotiate the amounts
and rates set forth herein. If the County subsequently offers 1o 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 lime 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 sa. 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, causc 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 after
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 willtul or negligent disregard by the Accountant
of its obheations under this Agreement.

{(¢) The Accounlant may terminate this Agreement for cause by serving writlen notice
of its intention to do so. For the purpose of this section, cause shall include, but not be limited
to: (1) any substantial breach by the County of any term, condition or provision of this
Agrcement 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 matetial 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 in wriling. Nolice shall be effective on
the date of receipt. Notices shall be sent to the following:

Drescher & Malecki LELP

3083 William Street, Suite 5

Cheektowaga, NY 14227

Erie County Comptroller

95 Franklin Street, Room 1100

Buffalo, New 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 Altorney

95 Franklin Street, Room 1634

BufTalo, New York 14202

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

hiereof, 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
Schedute 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 0f 13

41 |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 aof 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 Agrecment
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 enforced 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 deseribed in Schedule “E”, entitled "Standard
Insurance Provisions", which is attached hereto and made a part hereof. In addition o, and not
in limitation of the insurance provisions contained in Schedule “E", the Accountant agrees: that
except for the amount, it 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, employces 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 rcquest, to the
County's Division of Equal Employment Opportunity for review. The County shall have the
right, upon reasonable notice and at reasonable times, to inspect the books and records of the
Accountant, its offices and facilities, lor the purpose of verilying 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). Notwithstanding the
termination provisions contained herein. violation of the pravisions 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
Counly 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 employce or other individual on the basis of race, creed, religion, color, gender,
age, national origin, ethnicity, alienage or citizenship status, disability, marital status, sexual
oricniation, familial status, genetic predisposition or carrier status 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 also use all reasonabie medns I0 RYOIQ Auly apfcutone ui
impropriety.

TWENTY-FIRST: This Agrecment shall not be enforceable until signed by all parties
and epproved by the Office of the County Attorey.

IN WITNESS WHEREOF, the pactics have set their hands and seals the day end year
first writtan above,

COUNTY OF ERIE DRESCHER & MALECKI LLP

By: /[

:a../u/m oy T P M N

: arn R. Whyte Thomas P. Malecki
Eounty Exerative/Deputy County Executive Portner

APPROVED AS TO CONTENT

(elestronically approved)
Stefan 1. Mychajliv
Erie County Complroller

APPROVED AS TO FORM

Martin A. Polowy
Assistant County Atkomey
Document No. )
Date:
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