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April!, 2011

Honorable Members oftheCounty
Legislature and County Executive
County ofErie, New York

Ladies and Oentlemen:

The Audit Committee forErie County (the "Committee" or"We'') ispleased to present its
Annual Report fortheCounty's fiscal year ended December31,2009.

TheCommittee is established pursuant to Section 2617 of the Erie County Charter. The
establislmlentofthis committee was approved bythecitizens ofErieCountyintheNovember
1984 general election. Theml\ior functions oftheCommlttee aredescribed inthecharteras
follows:

• Prepare requests forproposals fortheaudits ofErie County (''the County") and Erie
Community College ("ECC''). Evaluate responses andmake arecommendation tothe
Erie County Legislature fortheselection ofanaccounting f1ID1.

• Review theaunual audits with independent accountants.

• Prepare and submit an aunual report to the County Executive and Legislature. The
aunual report is tocontain findings, comments, and recommendations withrespect to
each audit offinancial statements.

• Monitor implementationoftherecommendations containedintheManagementLetter.

Management is responsible for the financial reporting process, the preparation of basic
financial statements inaccordance with accounting principlesgenerally accepted intheUnited
States ofAmerica, thesystem of interoal controls, including internal control over financial
reporting, and procedures designed to ensure compliance with accounting standards and
applicable laws and regulations. The Committee relies without independentverification, on
theinformationprovided to it and ontherepresentation made bymanagement regarding the
effectiveness of internal control over financial reporting, thatthefinancial statements have
been prepared with integrity and objectivity and that such financial statements have been
prepared inconformity withaccounting principles genemlly accepted intheUnited States of
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AUDITCOMMlTTEEFOR ERIE COUNTY

America. TheCommittee also relies ontheopinions oftheindependent auditors onthebasic
financial statements and theeffectiveness of Internal control overfinancial reporting.

CONCERNS OF THE COMMITTEE

Fund Balance

Theauditor's have commented over thepastseveral years ontheCounty's lackofa formal
. polley for fund balance reserves in the general fund. Although this audit comment was

eliminated in the2006 Management Letterasa result ofchanges totheBrieCountyCharter,
webelieveintheessenceofthlssuggestion. Theexternal auditor'sprevious commentshave
made specific reference to industry guidelines (GFOA) thatcanbe used in establishing a
benchmark thatthe County Executive and Legislators should adopt as a formal policyto
prevent the possible further erosion of the County's undeslgnated fund balance. This
recommendation repeats from our2004,2005 2006, 2007 and2008 Annual Reports.

It is the opinion ofthe Committee that a formal fund balance policybe developed and
promulgated

OVerall RiskAssessment

The external auditors have suggested that Erie County perform. an enterprise-wide risk
assessment ofrisks facing theCounty. Thissuggestion hasappeared inthe2005, 2006 and
2007 Management letters. In response, Management hasreviewed Insurance-related risks
facing theCounty. That was a good firststep- anassessment offraudrelated risks as the
auditors suggest is thenext logical step. Such anexamination should include a review of
financial controls throughout theCounty, including BeC. TheCounty's SAP'accounting
system should also be examined, especially password security. This assessment would
complement the2004 recommendation made by this Commlttee on a review of internal
controls relating to SAP. In February of 2008, ErieCounty issued a Request forProposal
("RFP") foranoutside firm toperform a County-wideriskassessment. However, nofunding
was made available for a Risk Assessment in the2007, 2008, 2009, 2010 or 2011 Erie
County Budget. Additionally, theErieCounty Fiscal Stabllity Authority hasindicated that
funding foraRiskAssessment will notbeprovided.

It is the opinion oftheAlldlt Committee that a RiskAssessment, Incillding a Fraud Risk
Assessment shol/ldbeperformed andflmdillgfor thispurpose should beprovided.

TheSizeof the Internal AuditDepartment

Theexternal auditors recommend thatthesizeoftheCounty's internal audit department be
evaluated inthe2005, 2006, 2007,2008 and2009 letters. Despite thisrecommendation, the
sizeof theDepartment hasnotsignificantly changed,
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AUDIT COMMITTEE FORERIE COUNTY

The Committee will review the workofthe AuditDivision in2010 and2011 inconjunclion
with the exfernalauditors todetermine ifstoffing levels inthe InfernalAuditDepartment are
appropriate.

COMMITTEE RESPONSIBILITIES

The Committee did not act or perform the functions of the type of an Audit Committee
requiredunder theSarbanes OxleyActof2002, therules andregulations oftheSecuritiesand
Exchange Commission, oranysimilar law, rules or regulations. TheCommittee perfonned
only those limited functions as aredescribed in thisreport.

The Committee reviewed and discussed witli. management and the County's independent
auditors limited aspects ofyear-endresults containedin the, financial statements and reports.
TheCommittee also metwith a representative of theErieCounty Fiscal Stability Authority
and theCounty's internal auditors.

. TheCommittee hasvery limited responsibilities andwe arenotactingasexperts inaccounting
or auditing. The Committee relied without independent verification on the information
provided to it andontherepresentationsmade bymanagement and theindependent auditors.
Accordingly, the Committee does not provide an independent basis to detennine that the
County's financial statements havebeen prepared in accordance withaccounting principles
generally accepted in theUnlted Slates ofAmerica or thattheaudit oftheCounty's financial
statements by the Independent auditors has been carried out In accordailce with auditing
standards generally accepted inthe United States ofAmerica.

Management has represented that the County's flnanclal statements were prepared in
accordance withaccounting principles generally accepted in theUnlted Stlltes ofAmerica.
The Committee is in accordance with the requirements established by the Statement on
Auditing Standards No. 114, The Auditor's Communioatton With Those ChargedWith
Governance which supersedes SAS 61, Communication with Audit Commil/ees.

Although theSarbanes Oxley Actapplies primarily to publicly traded companies andnotto
government entities, wehave recommended andcontinue to recommend thatall component
units of ErieCounty government review theprovisions of this andsimilar laws, rules and
procedures regulating governance matters generally, and take action to Implement any
appropriateprovisions ofsuch governancelaws, rules andlorprocedures. Asaminimum, both
theCEO andCFO ofeachunitofgovernment involvedwiththepreparationofthefinancial
statements should certify the accuracy, correctness and completeness of the financial
statements relating to hisJher respective units.

Wedidreview withtheindependent auditors anddidconsideramongst ourseives meissue of
their independence from the County, including whether their performance of non-audit
services is compatible with maintaining their independence. We find no issue with the
independence ofthe auditors.
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AUDITCOMMITTEE FORERIE COUNTY

Wedidmeetwiththeindependent auditors and discussed thescopeoftheiroverall auditatthe
Audit Committee's meeting onMay 11,2010. Theindependentauditors told usthattheiraudit
scope wasnotrestricted in any way during thecourse of the2009 audit, andno significant
scope changes or newriskareas were identified during thecourse ofthe audit.

THE EXTERNAL AUDITORS

Significant AuditAreas

Theindependent audltors didlistoutsignificant audit areas for2009. Those areas were:

• Revenue recognition
o Performed certain fraud procedures as required by Statement on Auditing

Standards No. 99, Consideration o/Pi'Q/ld In aFinancial Statement Audit
o Performed substantive analytical procedures leveraging budgetary

information
• Journal Entry Testing

o Involved dataquality andintegrity (DQI) firm specialists in.external audit
testing process

o Ensured thejournal entrypopulation reconciled to thetrial balance
o Profiled journal entries forareas of audit interest
o Tested a sample ofjournal entries toendure they were supported, reviewed,

andhad appropriate rationale andbusiness purpose .
• Capital Assets

o Rolled forward thecapital assets balance from theprevious years' balance
o Tested additions, disposals, anddepreciation expense
o Reconciled transfers outof theCapital Improvement Plan
o Tested management's consideration of impairment indicators under GASB

("Governmental Accounting Standards Boerd") State!llentNo.42
• Postretirement Benefit Obligations (GASB Statements No.45)

o Involved Human Capital specialists to audit the assumptions and
methodologies used to calculation theCounty's obligations

o Tested the accuracy andcompleteness ofunderlying detail
• Workers' Compensation Self-Insurance Reserves

o Involved Human Capital specialists to andit the assumptions and
methodologies used tocalculate theCounty's obligations

o Tested theaccuracy and completeness ofunderlying detail
o Assessed the change inreserving methodologies applied between 2008 and

2009 due to 2009 change in third party administrator
• General Liability Self-Insurance Reserves

o Confmned general liability cases with both internal and external legal
counsel

o Assessed management's conclusionsregarding thelikelihoodoftheCounty's
incurring a loss as a result of such cases was probable and estimable for
accrual purposes
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AUDITCOMM17TEE FORERIE COUNTY

o Assessed themagnitude ofcasesforwhichtherewasareasonablepossibility
fortheCounty's incurring a loss.

Accounting estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management's currentjudgments. Those judgments are
ordinarily based OIl knowledge and experience about past and current events and on
assumptions about future events.

Significant accounting estimates reflected in theCounty's 2009 basic flnanoialstatements
inclu~: .

• Postretirement benefit obligation
• Worker's compensation self-insurance reserves
• Generalliabllity reserves
• Allowance fordoubtful accounts receivable
• Pollution mediation obligations
• Depreciation anduseful lifeofcapital assets

Fortheyear endedDecember31,2009, theextemal auditors arenotaware ofany significant
changes Inaccounting estimates or in management's judgments relating tosuchestimates.

Uncorrected misstatements and material correded misstatements

Theexternal auditors informed theCommitteethattheauditofthebasicfinancial statements
was designed to obtain reasonable, rather than absolute, assurance about whether the
financial statements arefree of material misstatement, whether caused byerroror fraud,
There were no uncorrected misstatements or disclosure items Identified during the2009
audit.

Thefollowing material misstatements were brought totheattention ofmanagement andthe
Audit Committee as a result of our audit procedures andwere oorrected bymanagement
during thecurrent period:

". All atijustment to decrease Agency Fund cosh and the corresponding "held III
custody ofothers" liabilitybyapproxtmately$844.000due toprevlouslyrmrecorded
book VB. bonkreconciling Items .

". Anatfjustmentto reduce the General Fundreservefor uncollectible receivables by
approximately $2.806,000foramounts thatwere collectedandno longerrequiredby
reserve

Other Informationin the Comprehensive AnnualFinanclalReport (CAFR)

Whenaudited financial statements areincluded indocuments containingother information,
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AUDITCOMMITl'EE FOR ERIE COUNTY

such as the County's CAPR, the external auditors read such information and consider
whether it,orthemanner ofitspresentation, is materially inconsistent with theinformation,
orthemannerofitspresentation, in thebasicfinancial statements theyaudited. Theexternal
auditors have read the other information IntheCounty's CAFR andhave inquired astothe
method ofmeasurement andpresentationofsuch information. Theexternal auditors didnot
note anymaterial inconsistencies or obtain knowledge ofamaterial misstatement offactin
theotherinformation.

DJsagreements withmanagement

The Committee hasspoken with theexternal auditors and there arenodisagreements with
management related to matters that are material to the County's 2009 basic flnancial
statements.

Significant Issues discussed withmanagement

The Committee has spoken with the external auditors and throughout the year, routine
discussions wereheld, orwere thesubjectofcorrespondence, betweenmanagement andthe
external auditors regarding theapplication ofaccounting principles orauditing standards in
connection withtransactions thathave occurred, transactions that were contemplated, or
reassessment of current circumstances. In the judgment of the external auditors, such
discussions or correspondence were notheld in connection withtheirretention as auditors
anddidnotinvolve significant issues requiring conununication withtheAudit Committee.

TheAudit Committee selects theCounty's external auditorasperSection 2617 oftheErie
County Charter.

Significant difficulties encountered in performing the audit

TheAudit Committec inquired, and theexternal auditors responded thatin theirjudgment,
theyreeeived thefull cooperation oftheCounty'smanagementand staffandhadunrestricted
access to itssenior management in theperformance of the2009 audit.

Management representations

The external auditors made specific inquiries of the County's management about the
representations embodied in the basic financial statements. Additionally, the external
auditors requested thatmanagementprovidetothem thewritten representationstheCountyis
required toprovide toltsindependent auditors under generally accepted auditing standards.
TheAudit Conunittee hasattached to thisdocument a copy ofthe representation letter the
external auditors obtained from management asExhibit One.
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Independent Auditors Opinion Letters

Management oftheCounty ofErie and theindependent auditors hasrendered their opinion
that the financial statements of the County and ECC are in compliance with generally
accepted accounting principles in theUnited States ofAmerica.

Independent Auditors Management Letters

At the conclusion of the 2009audit oftheCounty, theindependent auditors noted certain
matters involving theinternal control andother accounting, administrative, and operating
matters. These matters were referred tomanagement ina report commonly referred toasa
Management Letter.

The Management Letter is attached tothisreport asExhibit Two.

ItemsIncorporated Into ThisReportby Reference

Astheymay relate tomatters affecting financial reporting, internal controls andmanagement
responsibility, weincorporate byreference intothisreport. and wetherebyreiterate all ofthe
comments, recommendations contained intheaudits, reports and letters Issued from June I,
2006to thepresent, bythefollowing:

1) Erie County Comptroller Mark C. Polonearz
2) Deloltte & Touche LLP
3) NYS Comptroller Thomas DiNapoli

The Committee is not responsible forany matters relating to the"budget preparation and
approval. Accordingly, wemake nocomment regarding thebudget.

Should you have any questions pertaining tocomments orthecontents ofthisreport, please
call Michael Szukala at 858·8430.

Faithfully submitted,

AUDlTCOMMlTTEEFORERlE COUNTY

"/"/ ~f , /h
(~ {/aUe-e-courtla:~e sq.

Chairman

95FmnkUn Street Roomll2$ Buffalo. Now YOlk 14202..3912 '1i6i85i-8436
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EXHIBIT ONE

The2009 Management Representation Letter

95FrarOOiD Street Room ii25 Buffaio, New York i4iUz..i?12 7i6JJsl-S430
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County of Erie
MARK C. POLONCARZ

COMPTROLLER

September24,2010

Delollte &.Touche LLP
Key Bank Towel'
50FOlllllaln Plaza, Suite 250
Builido, NY14202

We 01'0 providing Ihls lener lueormectlon wllh your alldrt oflhefinRnclol sInlelllenls of the
governmental octlvllies, tI~ buslness.typc Rclivitles,lhe oggregole dlscrcloly presented ecmpenenl
units, each major fund, andIhe nggregale l'8il1alulng limd Information oftheCOllllly of Erie. Ncw York
(Iho "County"), 08 ofand for theyeOI' ended Deccmber1J, 2009, whlcll collectivelycolllprise the
Connty's basic financial slolemcnls forthepnrpose ofoxpresslnganopinion ns 10 whelher thebasic

. flnonclalslolelllenls PI1lSeJlt fairly,·In all material respeds, tIle finonclol posillon, I'CSnlts of0llerotlolls 01'
j)houges In fund balances, ond cash flows oftheConnly In conformitywllh nccQllnlin8 principles '
generally RCCOjlled In tile Unlled Slates ofAmerica. We confirm thaI weareresponsible for Ihe
following:

o. Thefall' presenlalionlulhe boslc fUlRnclol s1atemenls offiuauelal posllion oflhegovenullelllal
nctivitles, Ihe buslness-Iype octlvlties, the aggregate dlscrelely presented eomponenlunlls, each
mlllol' fund, and the Aggregale remaining fund Informotlon,ln conformity wllh aecountlng
principles gonemlly aCCOllled inthe Ilnlted Sloies ofAmerlcn

b, The fab'pl'lll'enlalion oHho required supplcmonlRry Inforlllotlon,lncludlng Monagolllenl's
Discussion oud Aunlysls, and supplemental schedules occompauylng the boslo financial statemems
thol 01'8 presented forthepurpose ofaddillnnni DllRlysls ofthebasic fiuanclal stalements

e. 'ine design ond huplementatlon ofprograllls alld conlrols toprevenlond detect mlld,lncluding
Iraud related tofederal awards

d. Eslnbllshin& and mabllalnlngeffective lnlemRI control over finonelal reporting.

Certain rOpl'8Sonlations Inthls letter aredescribed asb.lng liinlled toIllollelllihal aremalerlol. Ilems are
considered motcrial, regardless ofsize, Ifthey Involvo anomissIon ormlsslaloment ofaccounling
Infonllatlonthat, In 118111 ofsnrroundlng clrcumstances, makes Itprobable Ihot theJndgmenl of0

reasonable person relylngcn the Inforll1allon would bechanged orlnfluenced byIhe omIssion or
misstotcmeni.

1

ERiE OOiJiiTfOFiice BUiLOiiiG .i5 iAAimtiii8TREEi. iiUfFAlO. ifEWT'6RK i.iVi
TELEl'HOIlE, \116)81601100' FiIll: 1116) m~OI.IIlTERlIEll WWN..d'.aov I

I
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Wo confll'III, to lite best of0111' knowledge and bollef, thefollowing represenlallons made 10 yon dnrlng
YOlll' andlts.

I. Thebasic finanolal slalemenls relllrred 10 above arefairly presenlC!! III confonnlty wllh accollnllng
prlnolples genemll)' accepted InlheUnlled Sloies of America. Inaddition:

.a. Theflnanolal statements Inolude allcOlllponent IInlts asweU asJoint VenlUl'ell wllh aneqllity
Inleresl, andproperlydisclose allotherJoint ventnros and other related organizations.

b. Tho finanelal statements properly olnssliYall fllnds and scllvilles, h!e1l1dlng speolal nnd
cXlmordlnary items,

c. AllflUIds thatmeet litequantitfll!\'O crlrerlaln Statoment No.34and Stslemelll No.37oflllO
Governmental AccollntlngStandflrds Board (OASB), BftsfcFillnllC(a!StateR/ellis - fll/fl
Mallogelllellt'a DiSCIIS.f!01l mlflAllf/lysls- fol' Stale tI1ulLocal Govcnlll1l1llls, forprosentflllon
flS major areIdenllfied and presented assuch and allolher Iilnds thaI. areprosented as major
arepartlculaliy Important toflllaueial statement users.

d. Netasset ~lI1~lents (InveslelrJn cflpltalassels, netofreJflted debt; r~trloled; flnd
nnrestrlctcd) DI{d·fill1d balance reserves Mddeslgnatlons areIlI'Operly classlfled flnd.lf
applleable, approved.

e. Expenies hflvo been flpproprla.telyelasslfied In01'allocated tolilllciions Md programs In the
slatement ofactivities, and allocatIons bave been made onArcnsonable basis.

f. Revenues nre allprbpl'lalo1y classllled inthe statement or ncUvitles \vltbln progmm revenues.
general revenues, eontrlbntlcns toterm or permanent endolVments. orcontrlbutlons 10
permanent fimd prlnolpfll.

g. InterlUnd, hltenlal, andIntra·entltyaotivlty and balances have beenapproprlalely classIfied
andreported.

b. Deposits and Investment seeuritles arepropel'ly clesslfled In thecategory ofcustodlnl credIt
1·lsk.

J. Capllalnssels,lnoludlng Infmstruclure assets, areproperly eaplmllzcd, reported, and, Ir
flpplioflble. depreciated.

j. Requited supplementary hlformationls measured nnd presented wilhln prescribed guidelines.

k. Applicable laws and regnlatlons arefollowcd Inadopting, approvIng and amending budgets,

I. Cosls tofederal awards have been charged lnnccordenee with applicable costprlnolples.

2

.!,
I

I•
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a. Actfonlakcn byCounty management Ihat contravenes theprovisions offedemllaws and New
York Slale llIwsand regulatkms, Otofcontracts and grnnts appllcableloJlte Collnty.

4. TheConnlybasnotperfornled a risk assessment, Inclndlng the assessment oftllerisk tllat the
financial shllcments lIlay bematerially mlsslated asa result of fmud.

S. We have 110knowledge ofOilYfmnd orsll~l'eeled frand nffi:cting theCOlinty InvolvIng:

7. There are nouuasserted claIms orassessments that legal eounsel has advised liS arll probable of
assertion and mnst bedl~closed In accordance FinancIal Accoul1tlng Stnndnrds Board (FASB)
AccountingStandards Codification (ASC) 450. COl/fhlgel/cles (formerly FASa Statement No. S.
Acco/lllflllgfl/1'COI/I/1/gellcles). except forthose described In Nole XV 10the Connty's basic
financial slatetllellts.

Comtnnnicatlol}from other rcgitlatory agencies concerning noncompliance with or
deficiencies Inllnanclal reporting praclices orother mailers lhatcould Ilave a malerlal errecl

. ontile financlnl slatements.

b.

2. Tho County has madc avallnble toyou all:

a, Summaries ofactlons of the Connty Legislature.

b. Financial records and related datn for allfinancial transactIons Oftllc Ccunty and forallfunds
administered bytile County. The records, books. and accollllls. asprovided 10you. record 1I1e
finnnelnlnnd fiscal operallons ofallfunds administered byIlle County and provide Ibo audll
Imlllo beused Ina revIew ofaCCOUUlnbUlty. Informallon presenled III financial reperls Is
sllpporled bythe books and records Il'omwhich Ihe financial statemellts have been prepared.

c. Conlmets and gllln( Rgreemenls (including amendments. IfallY) and allY other eorrespcndenee
lhat has laken place wllh fedeml agencies.

3. Tltere has been nor

8. TheSchedule ofBxpeudltutes of Federal Awards was prepared In aecordeuee with the
requirements ofOMB Circular A-133. A/Kilts n/B/I/IOS, Loctll GOVIIl7llllclIl.t, {//ulNOli-Profit
Ol'gtll/fZlIflolIs. We have Identified Inthal schedule all aIVanls provided byfedeml agencies In the
foon of granIs, contracts, loons. loan guarantees, property, cocpemtlve ngreements, Inlerest
snbsldles. Insurance, 01'direct appropriatIons. Inaddition, wehave accllrately coml,leted tlte
appropriate sectlons oflhedata collcetlon form.

a, Management.

b. Bnlployees who have significant roles In internal control over financial repotting.

c. Olhers if die fralld could IIBve a material effect onfhefinallclal statements.

6. We hove noknowledge orallY allegations offtnud orsllspected fralld affecting Ihe Conllly
received III ecmmunlcatlcns 1l'O1l1 employees, fuoner employees, analysts, regulators, sholt sellers,
orothers.

I
I...

I
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9. W. nre responsible forcompliance Ivllh local, stale, and federnllaws, mles and regulations,
Inclndlngcompliance wllh Ihe requirements ofOMB CircularA·133, and provisions ofgrants and
conlracts relalfng 10theCounty's operollons. We areresponsible fOl' eslabllshlng andlIlalnlainlng
Ihe conlponen's of lnternal ccntrol relating 10 onracUvllles Inorder 10 achieve Ihe obJecllves of
providing reliable financial reports, effecllve and efficlenl operatlons, and compliance wllh lows
andregulallons. The COllllty Isrcsponslb/e formolntalnlng ncconntmgand ndmlnlstmtlve con'roI
overrevenues, obligations, expenditures, assets, and Jiabllllies,

10. Weareresponsible foreslabllshillg and malnlalnlng, and Imve eslabllshed andlIlalnlahled,
effecllve Inlernal ccntml overeompllnnce forfederal programs Ihol provides reasonable assurance
Ihat wearelIlanoglng federal awards In ecmpliauee with laws,regulatlons, andprovisions of
conlracts orgranl agreements that conld have amatel'la! effecl onlisfederal programs.

II. Wehave disclosed toyou alldeficleacles Inlhedesign oroperoUon of IIIto'1'1I01 control over
finallolal repolting Identified 08 l18rt ofourevolllatlon, lnolndlllll separately disclosing toyOIl all
slleb defICiencies thaI areslgnlficallt deficlellcles ormaterlal weaknesses Inlnlemal conlrol over
finonolal reportiug.

12. Welmvo:

a. Identified Ibe requlremonts of laws, regulations, and tbe provisions of COiltracts alld granl
ngreemenls thatareconsidered 10have a dlreet andmaterlal effect oneach federnl program os
Ideutlfied InPal'l 3 oflbeColllpliance Supplemenl dated March 2009

b. Compiled, Innllmalelial respects, wllb Ihe requiremenls Idcnllfied a~6ve IncOllneotlon wUh
federal ulVards

e. ldentllied anddisolosed Interpretations of nny eompllanee requirements Ibatlmve varying
Inlerprelatlons

d. Made available allinformolloll related 10fedeml financla/ revolts and ola/ms foradvances and
relmbufsemenls. Fedemlfinal1clall'epol1s and claims forndvnnces andrehn!tursements 81'8
snpported byIhe books and records from whicb thefinonclal statements have been prepared
and areprepared Olin basisconslslenl wllh Ibat presented lntheSebedule ofBxpenditures of
Fedellli Awards. Thecopies offederal progrllllifinaneial reports llrovlded aretnlecoplesof
thereports submitted, 01'electronically transmUted, 10 thefedel'8l agency or I>llSs·lIl1'ough
Entity, asapplicable

e. Monitored snbrecl)lfents 10 determlne tbal they have expended poss-through asslslance In
acoomullco with applicable laws and regnlntlons and have me! Ihe requirements ofClrcllllll'A·
133

f. Taken appropriale eorreetlve action onaUmely basis after receipt ofasubreclplent's Buditor's
report thatldcnllfies noncompliance with laws, l'8glllallolls, 01'theIlI'ovlslons ofcontracts Of
grant agreements

g. Considered Iheresults oflhesubreclplent's audits and made OilY necessary al\!ustments tothe
allditee's OWIl books Bud records

4
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h, Identified and disclosed allRinollllts questioned and any knownnollcomplianeo wllh tho
requirements offederal Rwards, including tho results ofother audits orprogram revlelYs
related to theobjectives oflheaudit

I. Identified prevI~us flnanciRlandits, attestation eugagements, performanee audits, or ether
stndles l'llialed totheobjectlvos oflheaudit and fhe corrective actlons taken toaddress
slgnllicRnt findings andreeonnnondalions, Inchlding tho slnllls offollow-np onprior alldit
findings (and Infollnation about allmanagement decIsions) byfedemlawsrdlng agenoles and
pllSs-through Bntllies

j, Provided toYOII ourviews onthe reported findings, conclllsions, and tllCOmmendntions for
your report,

13. We 01'0 responsible forfollow-up onallprlor-yeal' findings. We have pl'llpRl"Cd a slIIlllllary
schedlile of pl'lol~yeal' findings repMllig theslatlls ofoureffol'ls In hnplemetltatlon of the prior.
Year's corrective action plan.

14. Management has Identlficd and dlscl!",ed toyon alllalYs and regulations thathave a direct and
materIal effect onth~detennination'offinanclal statement smounts,

15. We have adopted the llrovlsions ofSlatemeutNo. 39ofillC Govel'llmental Accounting Standards
Board (GASB), Delel'm/llll1g II'lIelllel'Cel'll/11I Ol'gIOllu/llolI.' AreCOl11pOllelll UIII18, an '
amendment ofStatement No. 14 efthe GASP, Tire Fi'/(fllClai Repol'llIIgEllllly, asof December31,
2008, We believe thatwelIave prollerly identified mId reported asa componontunil oftltoCounty
enoh organlzatlonlhat meets the criteria establls!led In QA!!~ !l.tAI~mel!t.Nll. 39.

16, Webelfevo theeffects oftheuncorrected fluauclal slntement IIIlsslatemenls detected In 1110 Cllrrent '
yearthat relate tothepriol~year presented, when combined wilh Ihose mlsstalcmeuts aggregaled
byyou during theprior-yeaf audit engagement and Ilertalning totheprioryearpresented, 01'0
Immaterial, both IndlvldnnllYand In tile aggregate, 10 fhe financial statementa fortheyearended
December 31,2009 taken asnwhole.

17. Durlng tho yearended December 31,2009,the Connty adopted lite provisions ofOASe Statement
No. 52, Lal/d(filiI Olltsl'Re(d Eslate JIelll (/S[I/vesll/IUI/Is byErlll01l'IIIe1llS; GASa Sta"'menlNo,
55,11/eHle/,{/I'cll)' o/Gel/e/'(/Ily AccepledAeeomlllllg PI'II/elplesfo/'Siale mIdLoCI/IGovel'llmellls;
andGASB Statement No. 56, Co(1IflCl/Ii0/~ 0/Aceolmllllg amiFhml/elalRepo/'(bl8 GII/dal/ee
C01/1ol1/1!l111/ 1110 ATCPA Sialemell/,' 011 AlldillllKStal/dm'ds, wllich had noeffectont"e County's
finRnclol positions 01' resllits ofoperations.

18, TheCounty has1I0t completed theprocess ofovaluating theImpact that willl'OSnlt from adopting
GASaStatemontNo, 5I,Acco/OII/11g (Old Fillm/elol RepoI'lIl/g/ol'JllllU/glble'llssel,', effectlvo for
theliseal yeal' endingDecember 31,2010; OASB Statement No. 53,04«011//11118 mIdFillol/clol
llepol1111gfoI'Del'lval/ve ],lsll'IIIIIeIl/8. effective for Ihe liseal year ending December31.2010:
GASB Stntoment No, 58, AOOO/lllllllgmidFII/(II/clol RepOl'lI11g/ol'CI/(/l'lel' 9 B""k"I1///l'/~.'.

effecUve for the fiscnl yenr ending December31,20I0; GASa Stalement No. $4. FilII" DIII/Ii/('~

RepON/iig midGoVei'iUneiil J'iiiiil1);pe DeJIiiltioiis, effective for the fiscal year cnd;!]B December
31,20II; andGASB Stalement No, 57, OPEDMe(fSII/'i!lIIeJIIs byAgelllEi'IJ)loyel's (//I(IAgelll
MIII/iple-ElllployerPkuu,effective for thef1senl yeal' ending December31.2012, Therefore the
COllnty Isunable to disclose the lmpact that adoptIng GASa StatementNos. 51,53,54,57,and 58
wlll have 011 Its financIal posItion and results ofoperations when such slntements areadopted.

s
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Except wltere otherwiseSloled below, nlRltersless tluin $80,000 collectIvely ore notconsidered to be
exceptions Ihat require disclosure fortho purpose oflhe following representations. l11is amounlls IIOt
necessarily Indicatlve ofamounts that wonld require adjustment 10ordisclosure In thefinonclal
statements,

19, There are notmllSRellons that have not been property recorded In lheaccountlag records
underlyhlg thefinancial statements.

20. TheCouuty has110plans orlntentlcns that rna)' affect thecarrylug value 01'classlficatlcn ofassets
andlIabllltles.

21. Thefollowing. to theextent applicable, have been aPllfollr!ately Identilied, properly recorded. and
dIsclosed Inlhefiuauclal statements;

a. Related'l18rly transaotlons and associated amounts receIvable or Iloyable, Including soles,
pnrchnses.loons, transfers, lensing arrangements, and guamulees (wrillen ororal)

b. Oual'llnlees, whether wrllteu or0)111, under which theCounty Iseonllugenlly IInble.

22, lupreparing thefinahoial slolemonls In confonllltywith accounting principles generally ncccpled
InlheUnited Slates ofAmerica, management uses eslllllales, Allestlmoles Itavo been disclosed In
tlto fillanclnlstalemeuts forwltlch kno\V1llnfom18tion avallnble prIor toIho Issuance oflhe
flnnnclaislatemollts Indicates that both oflhafollowing crlleria RI'O met:

a, It Isat least rensonably possible Ihat lho esllmato of lite effecl onIhe flhancinl slatcments ora
condition, silunllon, 01'selofclrclII,nstnucos Iltat e.~isted al tlte dnlo orlltcfiuanclalshitements
will change InIhe Ileal' term duetoone or more fulure confimtlng evems

b. Theeffect oftheehange wOllld bemoter!nl toIho fluouolnlsllllemenls,

23, Risks assoolated wilh concentratlons, based ouillformatlon known 10 monagement,lhalmeol allof .
thefollowing erlterla have been disclosed hflhefinanclalstatemellts;,

a. Theconeentratlon exlsls at thedate oflhefinanelalstnlcmonls

b. Theconcentrallon makes thecnterprise vuluerable to Ihe risk of8 near-term severe Iml18cl

c. It Isat least reasonably possible that the events Ihat could eause lhesevere Impacl will occur III
lite nearterm,

24, There arcno:

a, VIolations orpossible violations of laws'orregulallons whoso effeels should beconsidered for
disclosure lntheflnancialslotelllDnts 01' 8S a basis forrecording li loss conllugency

b. Olher Iiabllllies orgaln or loss contiugeneles tim! 8'" required'" boseemed 01'dlsc!~sed by
FASB ASe 450, COJlIiJlgelwies (fonuerly PASB Slalement No.S,AccolUllillgfol'
CollfillKellcies), except forthose described inNote XV 10IhoCoullty's bssicfiuanclal
stalemenls.

6

Comm. 9D-2 
Page 16 of 24



I ..

I
I
I
I
I
I
I
I
I
I
I
I
I
W

I
I
I
I

I

25, Tllo Couuty has satlsfoctolY title toallowned assets, and there are noliens orencumbrances on
snch assets nor basany asset been pledged ascollaloral,

26. The County has compliod with allaspects ofcontraotual agreements Ihalmay havo anoffect onthe
financIal statements In theevent ofnoncompllanco.

27. Nodellal1mentoragency ofthe Connly has reported a material hlslance ofnoncompliance to us.

28. Olhol'thanthose described In Note XVIII 10Iho financial Slalolnenls, noevents have occurred after
December 31, 2009 but before Selltember 24,20IO,lhe dale the financial slnlemenls were Issned
that reqnlre consideration asadJustmenls 10ordisclosnros In Ihe financJnl statements,

29. Management has disolosed whothol', snbseqnenl toDecember31,2009, any changes In Internal
control 01' other fuetors that mIght significantly affectlnlcmal control..lnclndlnll any eorreetlve
acllon taken byIllanagement wllh l'egard toslgnlficanl defiolencles and Illaterlal weaknesses, have
occurred,

30. With regard to the fah' value meesuremeats and diselosUl'eS ofecrtalu assets, llabllilies, and
specific eemponentspfequity, webelleve that: .

a. Tho measurement methods, Including the related asslUlIl'tions. used In determining fair value
were appropriale nnd were cousistcntly alllllled

b. Thecomploteness and adequacy ofthedisclosures related tofall' valuos areIn conformitywith
aecountlng principles genemllyaccepted In tile United States offl,1\lerlca. . .... , . ~ .. .

c, Noevents have occurred after December31,2009 but before September24,2010, thedate the
financial statemenls were Isslied that require adjllstmenl lolhe fair valuo measurements and
discloSlll'eS lnelnded III the finanolal statements. '

31. TheCOllnty has determined whetltel' a capltal asset has beeulmpalrod In aecordanco with GASB
Slatement No, 42,AccOlmllllg alldFIJl(l/Iclal Repol'llllgfol'IIl1]Xlll7llelll o/CapllalAsselsOlIdfol'
lnsuronc« Recovertes. Jumaklng this dcterminatlon,lhe CountycOllsldered thefullowing factors:

a. The magnitude ofthedecline !nservice utlllly IsslgnlfiCllnt

b. Thedecline In service utUily isunexpected

32. We agree with thefindlugB of the specialist In evaluollng theactuarial veluations ofpost
employmentltealth core benefils and workers' compensation and have adeqnately consldercd the
qualifications oftile specialist In deleulIlnlng amounls and disclosures Iised In Ihe financlol
slatcnleuts and underlying necollnting record,S, We did nOI glvo nllY Inslrucllons,uorcouso ally
illslructlons to beglveu, 10the specialistwith respect tovaluos oramounta derived In all altCmptlo
bias their work, and were not aware ofany mailers that have affected theIndependence or
objectivity oftltespeelallst.

33, We have appropriately Identified and properly recorded and disclosed In thefinancial statements
allinterlillld Imnsactlons, Including repayment terms,

7
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34. Armngentents wllh flnanclnllnslilutiolls Involving compcnsatlllg balances orotheramlllgelllent.
Involving restrictIons oncash balancos.Hne ofcredit. orsimllm' armngcnienls have been properly
dIsclosed In thefinancial statements,

35. Financial inslnnnenis with significant Indivldnal orgroup conccntmllon ofcredIt risk have been
appropriately Identified, properly recorded, and disclosed In thefinancial statements.

36. Receivables recorded III thefinancial statements represent valid clalm$ against debtors forsales or
other allargos arising onor before thebalance-sheet date and have been approprialely reduced to
their estimated netrealizable value,

37. Allllllpalred loan receivables have been properly recorded nnd disclosed InthefinancIal
statements,

38. The COllllly hasproperly olasslfledtho exehnnge of'an Interest Inexpeeted t\ltnTe cash flows
reeelvables forImmediate cash payments asa saleIn accordance with GASB Statement No.48,
$ales DlldPledges ojReceivoh!es OJ/(I Flliure llevelllies oudII/Im-Elliity 1JYI/I.fers ojAssels lllld
Fllllli'cRevel/lies. '

39. Webelieve Ihatalle{pendlulI'os thai have been defen'ed to Mureperiods nre recoverable.

40. Webelieve tlmltllo acluarlal aSStlllljltlons and methods used 10measure posl-employment
Ilabllflles andoosls forfinaneial acconnling purposes areapproprlste Inlllecirelllllstances. These
omounls have been apilropriotely r~ognlzed and displayed asassets,lIabllllioa. and. where
applicable, netossels and changes In nelassets 1IlIlle entity-wIde fll1RnclalltatemCllts III
aeccrdeuoe with OASB Stalemellt No. 43,Fi//liilcllllllep0l'/illgjol',Postbii,p!oYllle/lt Be/refit Plalls
O/lIel' 1'11011 Pellsloll Plalls mid OASB Slatemenl No.45,ACCO/llllllIg fll/d FlIIOIlClol Repol'/llIg b)'
Employe/wjol' PoslemploYlllell1 Bellejl/s O/lIel' TII,m Pel/slol/s.

41. Weareunable todetermine lite possIbility of0 wllhdrawnlinblJily In a Illultlemploycr benefit
plan.

42. Wedonotpian tomake frequenl nmendments 10 ourpension 01'other posl-emilloyment benefit
plalls.

43. Wehave noInlention ofwlthdrnwlng from any Illlliliemployer plans or laking other actiollthat
could result Inan effectIve tennln_lion or reportable evenlfor anyoftheplans, Wp arenot aware
ofanyoccurrences thatcould resnlt lnthetermlnatlon ofallYofourlIlultlomployer plans 10wlllch
wecolltrlbute.

Chrls Collins, Erie Counly'Executive

/l/~

~~;tyCoIllPIl~ller
8
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Deloitte..

September24,2010

Dololtto a Touche LLP
koyaank Tower, St. 250
50fountaIn Plaza
auffalo. NY14202
USA

Tela17168437200
fa'" +17168567760
www.detottte.com

TheHonorable County Legislature,
County Executive, andCounty Comptroller
County orBrie, New York

Dear Honorable Members, County Executive, and Counly Comptroller:

Inplanning andperforming ouraudil oflhe basic financial stalements ofthe County of Eric, New York
(the"County'') asofandfortheyear ended December 31,2009 (onwhich wehave Issued ourreport
dated September 24,2010), inaccordance with audillng standards generally accepted InlheUnited States
of Amerlca, weconsidered theCounty's Inlemal control overfinancIal reporting as a basis fordesigning
audit procedures thaiareappropriate inthecircumstances, bUI notforthepurpose ofexpressing an
opinion on theeffectiveness of theCounty's inlernal control over financial reporting. Accordingly, wedo
not express anopinion ontheeffectiveness of lite County's Internal control overfinancial reporting.

Ourconsideration ofinternal control over financial reporting was forthelinllted purpose described In the
preceding paragraph andwas not designed toIdentify alldeficiencies InInlernal control overfinancial
reporting thatmight beslgnificanl deficiencies ormalerlal weaknesses. However, Inconnecllon wilh our
audit, wehave identified, andincluded intheattached Appendix, certain mailers Involving tbeCounty's
Internal control overfmancial reporting lhat weconsider 10bea sIgnificant deficiency under standards
eslablished bytheAmerican Institnle of Certified Public Accountants.

Wehave previously communicated certain mailers noted during ouraudit ofthefinancial statements of
theCounty forthe years ended December31,2008, 2007 and2006, which weconsidered tobea
significant deficiency, inourreports 10management andthose charged with governance daled June 29,
2009, June 27,2008, andJune 27,2007, respectively. AsofIhedate ofthis report, webelieve theCounty
hasnot remedlated thissignificant deficiency. We have outlined Intheattached Appendix those
previously-reported matters which webelieve have notyetbeen remedlated,

Wehave alsoIdentified. and included Intheattached Appendix, otber deficiencies involving theConnly'S
Internal control overfinancial reporting andother malters asofDecember 31,2009 thatwe wish tobring
toyour attention.

Thedefinitions ofa control deficiency anda significant deficiency arealso sci forth In theattached
Appendix.

This report IsIntended solely fortheinformation andUSe of management, theCounly Legislature, and
others within the organization andIsnotIntended to be, andshould nolbe,used byanyone other than
these specified parties.

Yours truly,

Member of
Delaltte TouthaTohmabu
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APPENDIX

SECTION 1-SIGNIFICANT DEFiCiENCIES IDENTIFIED IN APREVIOUS AUDIT THAT
HAVE NOT YET BEEN REMEDIATED

We identified and previously communicated the following deficiency that was concluded tobea
slgnifieant deficiency in the County's Internal control over financial reporting during ourandil oflhe
basic financial statements of'the CountyJor theyears ended December 3I, 2008, 2007 and 2006. Asof
Ihedateof this report, webelieve this deficiency has nolyetbeen remedialed bytile County:

Overall Risk Assessment

Observallon - The County currently has notperformed anenterprise-wide risk assessment ofrisks
facIng theCounty. including fraud risks. The enterprise risk management framework oftheCommillee of
Sponsoring Organizations oftheTreadway Commission Includes five Interrelated components ofInternal
controls, oneof which Isrisk assessment. A formal risk assessment IsIhe cornerstone to aneffective
Internal control program and provides theframework bywhich internal controls can bedesigned,
Implemenled, andevalualed foreffi:ctiveness. Aspart ofa riskassessment process, theconsideration of
therIsk offraudisessential to evaluating whether ornotthe appropriate controls areinplace.

Weunderstend thaI management along with professional advisors have reviewed insurance-related risks
facing theCounty. We also understand thaI theCounty Initialed a Request-for-Proposalloengage an
outside flrm to assist with a formally-doeumenledenterprise-wlde risk assessmenl process, but has not
secured funds wUhln thebndgetlo move forward wllhsuch a project.

Recommendation - We recommend that theCounty's risk assessmenl process Include fonnal
documentation oflbe risks relaled 10fraud al theentily level.lmplemenllng Ibis formal process will
further assisl management lndelermlnlng whether or nol tlley bave designed Iheappropriale controls
related to the areas oftheCounty Ihat aremost susceptible 10risk, including mud. This risk assessmenl
process will alsoprovide anobjective view oflhe County's level ofcontrols compared toIbe level ofrisk
andmay provide opportunities fortheCounly to develop a more efficienl andem:ctive control structure.
II isImportant that tbis process specifically address therisks related 10fraud IntheflJl!lllClal stalements 10
allow IbeCounty 10assess Ifcontrols areInplace 10effeetlvely mltlgale risks related 10fraud.

SECTION 11- OTHER DEFICIENCIES

Weldenlified thefollowing other deficiencies Involving theCounty's Internal conlrol over financial
reporting asof December31,2009 that wewish to bring 10your allenlion:

ECMCC Transactions

Obsel"valloJl-During ouraudillesting, a disputed paymenl for rent made bytheCounty 10the Erie
County Medical CenterCorporalion ("ECMCC'') was brought 10 ourattention bymanagement. Payment
10ECMCC was inllially made inDecember 2009 bytheCounty, and subsequently theCounty has sought
torecoup such paymenl from ECMCC as theCounly believes tlley didnolowe Ihis payment. Wehave
ldentlfied thefollowing deliciencies In Inlernal contrels related to Ihls lransaction:

Paymenl Alllhortzallan - TIle County made alladvance payment forstandard ECMCC rental Invoices
prior 10receiving final fonnal authorlzatlon from theOffice of Budget and Management ("Budgef') and
theCOWlty Health Depanment, More lhan five weeks afterthepaymenlwasmade, Budget communicated
to theComplroller's OfficeandtheHealth Depertment that paymenl was nolrequired. This invoice was
onepart oftheoverall reconcllialion of IIems owed 10and from ECMCC at 12131109.

-2-
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Recommendation - Allpayments, regardless ofthenature oftherequested payment and therelationship
with thevendor, should undergo formal authorization procedures asperCounty policy prior 10 processing
payment. Pertinent infOrmation must beshared ona timely basis between theCounty Administration and
theComptroller's Office toensure thatproper accounting and payment actions occur.

Inconclusive Contrae/llalRequirements - TIle County andECMCC have acomplex contractual
relationship Inwhich each party isobligated topay theother forcertain Items under a 2006judicial
consent decree. The afOrementioned disputed rental payment was reversed IntheCounty's records as the
County's Budget:Department Infonned theCounty Comptroller's office that 2009rent was not owed by
the County to ECMCC. Aformal agreement or other supporting documentation displaying the
cancellation ofpreviously agreed-upon rental payments was not available atthetime andwas
subsequently fOrmally negotiated In 2111O.

Rechllllliendal/on-In order toclearly andaccurately represent theCounty's financial operations Inthe
basic financial statements, tbe County should have timely, conclusive, contractual evidence assupporting
documentation forentries booked related tosuchcomplex contractual relationships.

Year-End Bank Reconclllation Corrections

Observallon - WeIdentltied two cash account reconciling Items which had notbeen recorded to the
general ledger intheproper year. Such deficiency wascaused when the Department ofSocial Services
entered, andIhc Comptroller's Office approved andposted bank transaction Information to thegeneral
ledger InJanuary 2010 tbathad been properly Identified ontheDecember 2009 prcHludit bank
reconciliations. Failure to record bank activity In!becorrect yearcould resullln improperlystated casb
balance InfOrmation inthebasic financial statements.

RecommendatIon - TbeCounty sbould review pre-audit bank-to-book reconclllations atyear.eud sud
make certain tbatcorrections aremade intheproper yearandthatreconciling items corrected are
removed from the final bank reconciliations Inorder toensure thegeneral ledger reflects theproper cash
balances forfinancial statement preparation purposes.

Review of Accrued Accounts Receivable

Observallon - Certain revenue accruals InSocial Services recorded from 2004-2005 were notreversed
after dIerelated actual revenue adjustment hadIndeed been realized Inyears 2005 and2006. Theerror
lvaS Identified bytheComptroller's office atyear-end 2009as part of!befinancIal closing process. The
balances were corrected within theCounty's 2009basic financial statements.

Reeommendatlon - TheCounty should routinely review account balances even afterreceiving
departmental certifications oftheirpropriety toensure Ihe accuracyandcompleteness of tbeamounts
recorded inthefinancial statements.

Preparation for the Ortlceof Management and Budget ("OMB") Circular A-i33 Single
AudIt

Observation - During thecurrent yearSingle Audit, weobserved that theConnty experienced
significant timing delays in eomplling the appropriate information to bepresented in the Schedule of
Bxpendltures of Federal Awards ("SEFA". Thecurrent yearsingle audit Included newOMB Cirenlar
A·133 compliance requirements specific toprogram expenditures funded bytheAmerican Recovery and
Reinvestment Act("ARRA"). Completion oflbe audit procedures toaddress Ihese newcompliance
requirements were unable tobeperformed tbnely dueto Ihe aforementioned delays incomplilng and
providing ARRA figures within theSEl'A.

-3 -
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Recommendatlon- The County should roullnely communicate OMB CircularA·133 Single Audit
reporting requirements,lncluding new requirements from tbe previous year, to theallCounty departments
Inorder tofacilitate a more effective and timely accumulatlon ofdata andpreparation oflheSEFA forthe
OMB Circular A-133 Single Audit.

SECTION 111-OTHER MATTERS

Our observations concerning other matters related to operations, compliance with laws and regulations,
and best practices involving internal control over financial reporting that wewish tobring toyour
attention areas follows:

Department of InternalAudit

Observatloll-During thecourse ofourauditing procedures asofandfortheyear ended December 31,
2009, webecame aware ofplanned 2011 budget cutstotheCounty's Department of Intemal Audit.
Should theproposed budget beapproved, tbestaffmg levels of theInternal Audit department will be
substantially reduced. Theproposed reductions may limit theCounty's ability toadequately address the
control environment andmonltorlng components of internal control asoullined bytherisk management
framework oftheCommUtee ofSponsoring Organizallons oftbe Treadway Commission. Additionally,
theInternal Audlt department's ability torespond to and Investigate allegations orsuspicions of fraud or
other Issues reported totheCounty's Waste, Fraud and Abuse Tipline may bediminished.

Recommendation - TheCounty should consider benchmarking resources toassist In detennining the
appropriateness oflnternal Audit department staffing levels in relation to thenumber ofCounty
employees'and theability tomaintain anadequate framework of/ntemal control.

SECTION IV- DEFINITIONS

Thedefinitions ofa deficiency and a signlficanl deficiency tbatareestablished InAU 325,
Communicating Internal Control RelatedMailers Idelllljled in all Audit, areasfollows:

Adeficiency InInternal control overfinancial reporting exists when thedesign oroperation of a control
does notallow management oremployees, inthenormal COUrse ofperforming their assigned funclions, to
prevent, ordetect and correctmisstatements ona timely basis. Adeficiency Indesign exists when (a)a
control necessary tomeat thecontrol objective Ismissing or (b)anexisting control Isnotproperly
desigued sothat, even Iflhecontrol operates asdesIgued, the control objective would notbemet. A
deficiency Inoperation exists when (a)a properly desigued control does not operate asdesigned, or
(b)theperson perfonnlng thecontrol does notpossess thenecessary authority orcompetence toperform
thecontrol effectively.

Amaterialweaknes« Isa deficiency, orcombination ofdeficiencies, in Internal control over financial
reporting, such thatthere isa reasonable possibility thata material misstatement of theentity's financial
statements will notbeprevented, ordetected and corrected ona timely basis.

AslgnljlcOlltdeficiency Is a deficiency, orcombination ofdeficiencies, ininlemal control over financial
reporting tbatlslesssevere than a material weakness, yetlmporlant enough tomerit anentlon bythose
charged with governance.

.* .... lfc

·4-

Comm. 9D-2 
Page 23 of 24



AUDIT COMMITTEE FORERIE COUNTY

EXHIBIT THREE

Status ofAudit Contracts

Erie CountY andFederal Single Audit

OnDecember 1,2005,DeloitteandTouche was awarded thecontractfor theauditoftheErie
County consolidated financial statements andtheFederal Single Audit for thefiscal years
ending December 31,2005 through December 31,2010. The minority firm of Conway
Porter wascontracted byDeloitte andTouche LLP toassist Inthe Single Audit.

ErieCounty Community College

ThefinnofDeloitteandTouche LLP was under contract fortheaudit ofECCforthefiscal
years ending August 31,2000 through August 31,2005. Theauditfirm of Drescher and
Malecki is under contract fortheyears AtIgUs131, 2006 through August 31,2009.
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