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Required Auditor Communications

To the Board of County Commissioners
Polk County, North Carolina
We have audited the financial statements of the governmental activities, the businesstype activities, each major fund, and the aggregate remaining fund information of Polk
County, North Carolina (the “County”) for the year ended June 30, 2014, and have
issued our report thereon dated October 29, 2014. Professional standards require that
we provide you with information about our responsibilities under auditing standards
generally accepted in the United States of America, Government Auditing Standards,
OMB Circular A-133, and the State Single Audit Implementation Act, as well as certain
information related to the planned scope and timing of our audit. We have
communicated such information in our letters to you dated February 28 and July 7,
2014. Professional standards also require that we communicate to you the following
information related to our audit.

Significant Audit Results
Qualitative Aspects of Accounting Practices
Accounting policies - Management is responsible for the selection and use of
appropriate accounting policies. In accordance with the terms of our engagement letter,
we will advise management about the appropriateness of accounting policies and their
application. The significant accounting policies used by the County are described in
Note 1 to the financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during fiscal year 2014. We noted no
transactions entered in by the County during the year that were both significant and
unusual that we are required to inform you. Also, we noted no transactions for which
there is a lack of authoritative guidance.
All significant transactions have occurred during this fiscal year have been properly
recognized in the basic financial statements.
Accounting estimates - Certain amounts recorded in the basic financial statements are
based on estimates prepared by management. All estimates should be based on
management’s 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
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that future events affecting them may differ significantly from those expected. The only
estimates used in the preparation of the basic financial statements are as follows:


Management’s estimate of depreciation expense is based on the assets’ respective
estimated useful lives. We evaluated the key factors and assumptions used to
develop depreciation expense in determining that it is reasonable in relation to the
financial statements taken as a whole.



Management’s estimate for doubtful accounts is based on historical experience. We
evaluated the key factors and assumptions used to develop the allowance for
doubtful accounts in determining that it is reasonable in relation to the financial
statements taken as a whole.

Financial Statement Disclosures - The notes to the basic financial statements are an
integral part of the County’s basic financial statements. All significant disclosures have
been prepared in accordance with accounting principles generally accepted in the
United Statements of America and are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit
We encountered no difficulties in dealing with management in performing and
completing our audit.
Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and communicate them to the
appropriate level of management.
We proposed no significant audit adjustments to the basic financial statements.
We assisted management in the preparation of the basic financial statements. We
proposed and made report entries to convert the fund statements prepared on the
modified accrual basis of accounting to the government-wide statements prepared on
the full accrual basis of accounting. Those adjustments are summarized on pages 17
and 19 of the basic financial statements.
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Disagreements with Management
For purposes of this letter, professional standards define a disagreement with
management as a financial accounting, reporting, or auditing matter, whether or not
resolved to our satisfaction, that could be significant to the financial statements or the
auditors’ report. We are pleased to report that no such disagreements arose during the
course of our audit.
Management Representations
Management has made various representations to us about the financial statements
and compliance reports that are included in the management representation letter. See
Appendix A.
Management Consultations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about
auditing and accounting matters, similar to obtaining a “second opinion” on certain
situations. If a consultation involves application of an accounting principle to the
County’s financial statements or a determination of the type of auditors’ opinion that
may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the
relevant facts. To our knowledge, there were no such consultations with other
accountants.
Other Audit Findings or Issues
We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as the
County‘s auditors. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our retention.

Other Matters
Auditing standards generally accepted in the United States of America and Government
Auditing Standards require independence for all audits. The two main principles of
independence are: (1) do not perform non-attest services that involve making
management decisions; and (2) do not audit your own work. No events have occurred
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to impair our independence during this year’s audit. We have assisted management in
the preparation of the Comprehensive Annual Financial Report (“CAFR”). Management
has reviewed and approved the CAFR.
With respect to supplementary information included in the financial section of the CAFR,
we made certain inquiries of management and evaluated the form, content, and
methods of preparing the information to determine that the information complies with
accounting principles generally accepted in the United States of America, the method of
preparing it has not changed from the prior period, and the information is appropriate
and complete in relation to our audit of the financial section of the CAFR. We compared
and reconciled the supplementary information to the underlying accounting records
used to prepare the CAFR or to the CAFR itself.
The introductory and statistical sections of the CAFR are not a part of the basic financial
statements and are therefore not included in the scope of our audit.
This information is intended solely for the use of the Board of County Commissioners
and management of the County, is not intended to be, and should not be used by
anyone other than these specified parties.
We wish to take this opportunity to express our appreciation for the assistance and
cooperation given our representatives during our audit. Should you have any questions
concerning the matters presented herein, we would be pleased to discuss them with
you further at your convenience.

Asheville, North Carolina
October 29, 2014
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Services Performed


Annual audit of the financial section of the CAFR



Assistance with the preparation of the CAFR



Compliance audit in accordance with OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations and the State Single Audit
Implementation Act



Preparation of the data collection form required by OMB Circular A-133



Preparation of the Annual Financial Information Report (“AFIR”)



Attendance at Board meetings as requested



Consultation on accounting matters as requested
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Our report for the 2014 audit expresses an unmodified opinion on the fair presentation
of the basic financial statements in all material respects, in conformity with accounting
principles generally accepted in the United States of America.
Our report on compliance and internal control in accordance with Government Auditing
Standards disclosed no material weaknesses in internal controls or instances of
material noncompliance with laws, regulations, contracts, and grant agreements.
Our reports on compliance and internal controls in accordance with OMB Circular A133, and the State Single Audit Implementation Act have not been issued as of October
29, 2014. The delay is due to software problems at the North Carolina Department of
Health and Human Services (“NCDHHS”). Our reports will be issued soon after
NCDHHS is able to rectify the problem and provide accurate confirmations.
The following is a summary of the County’s fund balance in the General Fund:
2013

2014
Total fund balance
Less:
Restricted for stabilization by State Statute

$

(1,047,125)

Fund balance available for appropriation
Total expenditures and transfers out

9,507,313

$

7,942,581
(785,210)

8,460,188

7,157,371

$ 21,065,255

$ 22,211,118

Available fund balance as a percentage
of expenditures

40.16%

32.22%

The Local Government Commission recommends maintaining available fund balance
equal to at least 8% of expenditures.

Report to the Board of County Commissioners of

Polk County, North Carolina

7

Audit and Financial Statement Summary

The following is a summary of the County’s property tax collections and collection rates:

2014

2013

Net levy
Less: Uncollected taxes at June 30

$ 14,513,531
(368,978)

$ 14,306,826
(431,696)

Current year taxes collected

$ 14,144,553

$ 13,875,130

97.46%

96.98%

Ratio of taxes collected to net levy

Property Tax Collection Rate
Percent
98
97.5
97
96.5
96
95.5
95
94.5
94
93.5
93
2010

2011

Polk County

2012

Pop. Group Average

2013

2014

State Average

Based on county and municipal information at www.nctreasurer.com for counties (populations
below 25,000). 2014 data is not yet available.
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