To: Mayor and Members of the City Council

From: Alicia Steward, Interim Finance Director
Acting City Manager, Eddie Buffaloe

Date: September 24, 2021

Ref: Consideration — Approval For Bookkeeping -Third-Party Contract

BACKGROUND:

City Councilmembers received two notices from the State and Local Government
Finance Commission dated August 13, 2021, informing the City of Elizabeth City that we
did not submit our audited financial statements for FY 19-20 in a timely manner. The
second notice dated September 15, 2021, notified the City of Elizabeth City that our
unit has been included on the Unit Assistance List (UAL), which will assist in restoring
fiscal health. The letter goes on to list monitoring requirement and due dates.

ANALYSIS:

In the past two years, the Finance Department has experienced a high rate of turnover
in addition to the pandemic. Our auditors, Thompson, Scott, Price, Adams also faced
the same challenges, which resulted in our financial statements being submitted late.
In an effort to get back on track, staff would like to contract the Greg W. Isley, CPA, PA
firm to assist with the backlog in the Accounting Department. The bookkeeping firm is
well known and specializes in financial statements, bank reconciliations, governmental
accounting practices, familiar with our accounting software, Edmunds, and more. Greg
Isley’s bookkeeping firm will give our unit insight on best practices to ensure timeliness
of financial statements in the future. Their engagement letter is attached. The rate for
these services will run $100 per hour. This action will assist the City of Elizabeth City in
being removed from the Unit Assistance List. The CPA firm mentioned that work can
start as early as September 28, 2021.

STAFF RECOMMENDATION:

By motion, authorize the approval to contract Greg Isley’s bookkeeping firm.




o
Greg W. Isley, CPA, PA
Certified Public Accountant
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City of Elizabeth City

PO Box 347

306 E Colonial Avenue
Elizabeth City, NC 2907-0347

Attention: Alicia L Steward, Interim Finance Director

This letter is to confirm our understanding of the terms and objectives of this engagement and the nature and
limitations of the Outsourced Accounting Services that will be provided beginning in the month of September 2021.

ACCOUNTING AND RECORDKEEPING

We will gain an understanding of the key accounting policies, principles, and procedures being followed,
recordkeeping methods and data maintenance, file structures and file contents, and timeliness of reporting and
reporting mechanisms. If recommendations for changes are noted, as they pertain to safeguarding of assets,
weaknesses in internal controls, or efficiency and effectiveness of the accounting staff, they will be discussed with
management. We will assist with implementation of proposed changes as directed by management. This work will be
done on an ongoing basis.

FINANCIAL STATEMENTS

In connection with the financial statements, we will review journal entries, request and/ or perform specific account
analysis, compare budget to actual, review the assumptions used in revenue recognition and perform other
procedures as needed. The above work will be done on a timely basis to ensure that the Town meets its timetable for
distribution of the financial statements.

The above procedures do not constitute an audit, review, or compilation of the financial statements in accordance
with the standards established by the American Institute of Certified Public Accountants.

The work performed above will be done on an as-needed hourly basis, which limits our involvement and knowledge
of the daily operations of the Town. Because of this, there is a risk that material errors, irregularities, or illegal acts,

including fraud or defalcation, may exist and may not be detected by us. By signing below the Town acknowledges

this fact and agrees to indemnify us should any of the above situations occur.

SPECIAL PROJECTS

During the course of our engagement, under the written authorization of management, we will assist with various
projects of the Town. These can include, but are not limited to, cash management, other tax issues, personnel
procedures, review of insurance coverage, computer/software installation (for which a separate engagement letter
will be issued), financing arrangements, training of accounting personnel, liaison with vendors and customers or other
professionals engaged by the Town, and assistance with development of operating budgets and forecasts.

INDEMNITY

To the extent we are acting on behalf of the Town and at the direction of management, the Town agrees to indemnify
us for any damages that may result from our good faith actions.
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CONFIDENTIALITY

During the course of this engagement we may have access to proprietary information of the Town, including, without
limitations, oral and written information and material concemning or pertaining to the Town's trade secrets, business
methods, plans and/or projects. We acknowledge that such information, regardless of its form, is confidential and
proprietary to the Town, and that we shall not use, copy, or disclose the information in whole or in part in any manner
or to any person or entity without the express prior written consent of a duly authorized officer of the Town.

FEES

Statements for services will be sent on a monthly basis, and are payable within fifteen days. The current billing rate
for our services is $100 per hour. Fees do not include out-of-pocket expenses advanced on behalf of the Town, such
as hotel, travel mileage, meals (billed at applicable state rates), computer charges, telephone calls, postage,
photocopying, etc.; these will be billed separately. Our understanding is this engagement will have a minimum period
of one month beginning from the time this engagement letter is signed.

If any dispute arises among the parties hereto, the parties agree to first try in good faith to settle the dispute by
mediation administered by the American Arbitration Association under its Rules for Professional Accounting and
Related Services Disputes before resorting to litigation. The costs of any mediation proceeding shall be shared
equally by all parties.

Client and accountant both agree that any dispute over fees charged by the accountant to the client will be submitted
for resolution by arbitration in accordance with the Rules for Professional Accounting and Related Services Disputes
of the American Arbitration Association. Such arbitration shall be binding and final. IN AGREEING TO
ARBITRATION, WE BOTH ACKNOWLEDGE THAT IN THE EVENT OF A DISPUTE OVER FEES CHARGED BY
THE ACCOUNTANT, EACH OF US IS GIVING UP THE RIGHT TO HAVE THE DISPUTE DECIDED IN A COURT
OF LAW BEFORE A JUDGE OR JURY AND INSTEAD WE ARE ACCEPTING THE USE OF ARBITRATION FOR
RESOLUTION.

We appreciate the opportunity to be of service to you and believe this letter correctly expresses the significant terms
of our engagement. If you have any questions, please let me know. If you agree with the terms of our engagement as
described in this letter, please sign the enclosed copy and return it to me. This letter will continue in effect until

canceled by either party.
Cordially,

Greg W. Isley, CPA, PA

U

Greg WY lsley, CPA
President
This letter correctly sets forth our understanding.

Acknowledged and agreed on behalf of City of Elizabeth City, North Carolina by:

Name:

Title:

Date:




