CAROLINA BEACH

Town Council Regular Meeting

Tuesday, March 10, 2026 — 6:00 PM

Council Chambers, 1121 N. Lake Park Boulevard, Carolina Beach, NC

AGENDA

CALL TO ORDER

INVOCATION AND PLEDGE OF ALLEGIANCE
ADOPT THE AGENDA

CONSENT AGENDA

1.  Budget Amendments/Transfers

2.  Approve Kure Beach & NC Aquarium Sewer Rates

3.  Setapublic hearing for April 14, 2026, to consider a text amendment to amend Article 3 of
the UDO to allow retail as an accessory use for hotels and motels in the MF district. Applicant:
Max Sussman

4.  Set a public hearing for April 14, 2026, to consider a text amendment to Unified Development
Ordinance Articles 2, 3, and 7 for ordinance clarification and consistency with state statutes.
Applicant: Town of Carolina Beach

5.  Set Public Hearing for April 14, 2026 to Receive Public Input on the FY26/27 Budget

6.  Approve contract for auditing service for period ending 6/30/26

7.  Approval of Council Meeting Minutes

SPECIAL PRESENTATIONS

8.  Events Update by Tim Murphy
9.  Manager’s Update

PUBLIC COMMENT

Public Comment allows the public the opportunity to address Town Council. Please direct your
comments to Council only. Speakers should restrict comments to no more than three minutes. Items or
questions presented during this time will not be discussed by Council. However, the topic may be
deferred to Town staff or a Town committee for follow-up. Please be sure to state your name and
address, and speak directly into the microphone for those watching online.



ITEMS OF BUSINESS
10. SENC Regional Hazard Mitigation Plan Adoption
11. Create Revenue Bond Series 2026 Capital Projects
CLOSED SESSION
12. Closed Session

ADJOURNMENT

Town Council Regular Meeting Agenda Page 2



AGENDA ITEM COVERSHEET

PREPARED BY: Debbie Hall, Finance Director DEPARTMENT: Finance
MEETING: Town Council —3/10/2026

SUBIJECT: Budget Amendments/Transfers

BACKGROUND:

| have received a couple of budget transfer requests. Transfers require only your notification whereas
amendments require your approval. Listed below you will find a description of the transfers. | have
also attached a copy of the supporting documentation for the appropriation.

Transfers:

Transfer $50,000 from account 30-812-020 Water M&O Infrastructure; $50,000 from account
30-812-045 Water Contract Services to account 30-812-015 Water M&O Buildings to cover the
cost of rebuilding the aeration trays at Water Plant #1.

Transfer $72,057 from departmental -004 Merit accounts to the -002 Wage accounts for the
General Fund; transfer $20,216 from departmental -004 Merit accounts to the -002 Wage
accounts for the Utility Fund to cover the Cost-of-Living increase implemented in January.

BUDGET IMPACT:

N/A

ACTION REQUESTED:

Approve the budget amendments and/or transfers as presented by the Finance Director.



Lynn Barbee
Mayor

Vince Lsito
Council Member

Deb LeCompte
Mayor Pro Tem

TOWN OF CAROLINA BEACH
1121 N. Lake Park Boulevard
Carolina Beach, North Carolina 28428

BUDGET TRANSFER REQUEST

To: Debbie Hall, Finance Director
From: Mark Meyer, Public Utilities Director

Re:  Budget transfer

Date: Feb 12th, 2026

Budget transfer amount:  $ 100,000
From: 30-812-020 (Water Maintenance and repair to Inf) $50,000
30-812-045 (Water Contract services) $50,000

To: 30-812-015 (Water Maintenance and repair to buildings)

Explanation: Total rebuild of the aeration trays at Water plant #1

z‘az el

Mark Meyer

Director of Public Utilities, Town of Carolina Beach

Jay Healy
Mayor Pro Tem

Wayne Rouse
Council Member

Bruce Oakley
Town Manager



BUDGET AMENDMENTS/TRANSFERS

Date

DESCRIPTION GL# DEBIT CREDIT
3/10/2026 |Transfer budgeted Merit monies to wage
line items.
Executive Wages 10-420-002 5,424.00
Executive Merit 10-420-004 5,424.00
Clerk Wages 10-430-002 1,151.00
Clerk Merit 10-430-004 1,151.00
Finance Wages 10-440-002 2,838.00
Finance Merit 10-440-004 2,838.00
HR Wages 10-450-002 2,603.00
HR Merit 10-450-004 2,603.00
Community Development Wages 10-491-002 6,134.00
Community Development Merit 10-491-004 6,134.00
Police Wages 10-510-002 24,666.00
Police Merit 10-510-004 24,666.00
Lifeguard Wages 10-520-002 681.00
Lifeguard Merit 10-520-004 681.00
Fire Wages 10-530-002 13,856.00
Fire Merit 10-530-004 13,856.00
Marina Wages 10-550-002 1,236.00
Marina Merit 10-550-004 1,236.00
Environmental Wages 10-580-002 8,049.00
Environmental Merit 10-580-004 8,049.00
P&R Wages 10-620-002 4,966.00
P&R Merit 10-620-004 4,966.00
Boardwalk Wages 10-650-002 453.00
Boardwalk Merit 10-650-004 453.00
General Fund Totals 72,057.00 72,057.00
W&S Admin Wages 30-800-002 4,240.00
W&S Admin Merit 30-800-004 4,240.00
WWTP Wages 30-810-002 3,428.00
WWTP Merit 30-810-004 3,428.00
WWC Wages 30-811-002 5,943.00
WWC Merit 30-811-004 5,943.00
Water Wages 30-812-002 1,183.00
Water Merit 30-812-004 1,183.00
Stormwater Wages 30-900-002 5,422.00
Stormwater Merit 30-900-004 5422.00
Utility Fund Totals 20,216.00 20,216.00
Total Transfers 92,273.00 92,273.00




AGENDA ITEM COVERSHEET

PREPARED BY: Debbie Hall, Finance Director DEPARTMENT: Finance
MEETING: Town Council —3/10/2026

SUBJECT: Approve Kure Beach & NC Aquarium Sewer Rates
BACKGROUND:

The Carolina and Kure Beach Sewer Authority met on March 2, 2026, and accepted the
proposed sewer rates. Based on the new rates, Kure Beach was overcharged $5,210.08 and NC
Aquarium owes an additional $64.12 for the period July 1, 2025, through January 31, 2026.

The new monthly rates to be adopted by Council for Kure Beach are:
S 9,978.24 - Fixed Rate

S 2,505.15 — Capital Recovery Rate
S 1.7092 — Variable Rate

The new monthly rate to be adopted by Council for the NC Aquarium at Fort Fisher is:

S 579.23 —Fixed Rate

ACTION REQUESTED:

Approve the new sewer rates for Kure Beach and NC Aquarium at Fort Fisher which are
retroactive to July 1, 2025.



KURE BEACH

RATE COMPARISON
Fixed Rate 10,586.38 9,978.24 (608.14)
Capital Recovery Debt 2,192.34 2,505.15 312.81
Variable Rate 8,854.46 9,440.75 586.28 *
Per 1000 gallon rate 1.7950 1.7092 (0.0858)

Fixed Rate 127,036.54 119,738.84 (7,297.70)

Capital Recovery Debt 26,308.06 30,061.81 3,753.75

Variable Rate 106,253.56 113,288.95 7,035.40 **
Total Estimated Annual Increase/Decrease 3,491.44

*Monthly Average Based on last fiscal year's flows
**Annual Change Based on last fiscal year's flows

Rate Comparison
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WASTEWATER TREATMENT RATE DETERMINATION for KURE BEACH
FY 2025-2026 Rate Structure

FLOW PERIOD 7/1/24 TO 6/30/25

TREATMENT OPERATIONS

SALARIES

OVERTIME

FICA TAXES

GROUP INS

RETIREMENT

401K Match

UNIFORMS

WORKMAN'S COMP

UNEMPLOYMENT

PHONES/CELLPHONES/DATA

ELECTRIC

TRAVEL

M&R BUILDINGS

M&R EQUIPMENT

M&R GROUND

M&R COMPUTERS

MAINTENANCE FLEET/CAPITAL OUTLAY
a). OPERATIONAL EXPENSE FOR WWTP (813)
b). CAPITAL OUTLAY (PROJECT FUND)

CHEMICALS & LAB FEES

SUPPLIES

SMALL TOOLS

CONTRACT SERVICES

PROFESSIONAL SERVICES

PLANT RENOVATION

RENTAL OF PROPERTY

LIABILITY INSURANCE

DUES & SUBSCRIPTIONS

PERMITS & FEES

PPE & SAFETY EQUIPMENT

CAPITAL PROJECTS EQUIP

TOTAL OPERATIONS COSTS (Page 2)
TOTAL ADMINSTRATIVE COSTS (Page 1)

TOTAL APPLIED COSTS

Page 2

FIXED COSTS

347,506.82
34,557.45
28,384.61
37,134.79
62,358.41
11,031.05

1,788.00
5,436.02

429.60
5,723.64

3,235.41
16,779.01
14,631.99

6,647.77

2,122.80

5,518.82

1,979.75
1,187.47

16,600.00
27,094.60

6,625.00
4,953.14

641,726.14

710,509.70

VARIBALE COSTS

147,128.39

14,631.99
6,647.77
2,122.80

5,518.82
190,917.30
1,979.75
1,187.47
252,348.89
49,259.02

671,742.19

672,237.19

TOTAL

347,506.82
34,557.45
28,384.61
37,134.79
62,358.41
11,031.05

1,788.00
5,436.02
429.60
5,723.64
147,128.39
3,235.41
16,779.01
29,263.97
13,295.54
4,245.60

11,037.63

190,917.30
3,959.50
2,374.93

252,348.89

49,259.02
16,600.00
27,094.60
6,625.00
4,953.14

1,313,468.32

69,278.57

1,382,746.89

FIXED %

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
0%
100%
100%
50%
50%
50%

50%
50%
0%
50%
50%
0%
0%
100%
100%
100%
100%
100%
100%
50%

VAR %

0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
100%
0%
0%
50%
50%
50%

50%
50%
100%
50%
50%
100%
100%
0%
0%
0%
0%
0%
0%
50%



WASTEWATER TREATMENT RATE DETERMINATION for KURE BEACH
FY 2024-2025 Rate Structure

FLOW PERIOD 7/1/23 TO 6/30/24
Rate Calculation and Summary
Monthly Fixed Cost

Actual Sewerage Flows:

Annual Flow from Carolina Beach 327,024,000
Annual Flow from Kure Beach 66,282,000
Total Flow at WWTP 393,306,000
Average Annual Flow by Kure Beach 16.853%

Percentage Allocation of Total Flow:

Total Flow allocated to Kure Beach 727,784 GPD

Total NPDES permitted plant model period 3 MGD

Percentage of flow allocated to Kure Beach 24.259467%

Fixed Operations Costs from (page 2) 710,509.70

Fixed Capital Recovery Debt Costs from (page 1) 123,917.85

Annual Monthly

Fixed Rate for Kure Beach Fixed Operations Costs (¢ » a) $ 119,738.84 $ 9,978.24
Fixed Rate for Kure Beach Capital Recovery Debt Costs (d x ) $ 30,061.81 $ 2,505.15
Total Fixed Rate for Kure Beach $ 149,800.65 $ 12,483.39

Gallonage Rate from Variable Costs

Total Variable Costs from (page 2) S 672,237.19
Total Sewage Flow for the period 393,306,000
Variable Costs per gallon 0.0017091964
Total Sewage Flow from Kure Beach 66,282,000
Annual Monthly
Total Annual gallonage costs to
Kure Beach based on actual flows for period (g » h) (2) $ 113,288.95 $§ 9,440.75
Variable Rate per 1000 gallons
for Kure Beach $ 1.7092
Annual Monthly
Estimated
Treatment Costs for Kure Beach (1+2) $ 263,080.60 S 21,924.13

Page 3



Wastewater Treated
FLOW PERIOD 7/1/24 TO 6/30/25
KB's Mthly
% of Total
Month Carolina Beach Flow Kure Beach Flow Total Flow Flow
Jul-24 32,387,000 8,804,000 41,191,000 21%
Aug-24 48,534,000 12,574,000 61,108,000 21%
Sep-24 47,530,000 7,745,000 55,275,000 14%
Oct-24 26,291,000 6,204,000 32,495,000 19%
Nov-24 21,471,000 3,782,000 25,253,000 15%
Dec-24 16,637,000 2,828,000 19,465,000 15%
Jan-25 17,538,000 2,437,000 19,975,000 12%
Feb-25 16,207,000 2,203,000 18,410,000 12%
Mar-25 25,432,000 4,192,000 29,624,000 14%
Apr-25 20,699,000 3,361,000 24,060,000 14%
May-25 24,028,000 5,379,000 29,407,000 18%
Jun-25 30,270,000 6,773,000 37,043,000 18%
327,024,000 66,282,000 393,306,000 17%
Wastewater Treated
FLOW PERIOD 7/1/23 TO 6/30/24
KB's Mthly
% of Total
Month Carolina Beach Flow Kure Beach Flow Total Flow Flow
Jul-23 31,046,300 8,005,700 39,052,000 21%
Aug-23 32,382,700 8,350,300 40,733,000 21%
Sep-23 30,748,200 7,928,800 38,677,000 21%
Oct-23 25,929,000 4,634,000 30,563,000 15%
Nov-23 16,059,000 3,337,000 19,396,000 17%
Dec-23 19,970,000 3,898,000 23,868,000 16%
Jan-24 18,716,000 3,248,000 21,964,000 15%
Feb-24 16,407,000 2,869,000 19,276,000 15%
Mar-24 20,594,000 3,934,000 24,528,000 16%
Apr-24 19,665,000 4,052,000 23,717,000 17%
May-24 20,612,000 4,242,000 24,854,000 17%
Jun-24 20,816,000 4,697,000 25,513,000 18%
272,945,200 59,195,800 332,141,000 18%
Variance between 54,078,800 7,086,200 61,165,000

FY23/24 and FY24/25

Usage
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NC AQUARIUM at FORT FISHER

RATE COMPARISON
Fixed Rate 494.79 493.21 (1.58)
Capital Recovery 75.28 86.02 10.74
Totals 570.07 579.23 9.16

Fixed Rate 5,937.52 5,918.55 (18.98)
Capital Recovery 903.34 1,032.24 128.89
Totals 6,840.87 6,950.78 109.92
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WASTEWATER TREATMENT RATE DETERMINATION for NC AQUARIUM

FLOW PERIOD 7/1/24 TO 6/30/25

TREATMENT OPERATIONS

SALARIES

OVERTIME

FICA TAXES

GROUP INS

RETIREMENT

401K Match

UNIFORMS

WORKMAN'S COMP

UNEMPLOYMENT

PHONES/CELLPHONES/DATA

ELECTRIC

TRAVEL

M&R BUILDINGS

M&R EQUIPMENT

M&R GROUND

M&R COMPUTERS

MAINTENANCE FLEET/CAPITAL OUTLAY
a). OPERATIONAL EXPENSE FOR WWTP (813)
b). CAPITAL OUTLAY (PROJECT FUND)

CHEMICALS & LAB FEES

SUPPLIES

SMALL TOOLS

CONTRACT SERVICES

PROFESSIONAL SERVICES

PLANT RENOVATION

RENTAL OF PROPERTY

LIABILITY INSURANCE

DUES & SUBSCRIPTIONS

PERMITS & FEES

PPE & SAFETY EQUIPMENT

CAPITAL PROJECTS EQUIP

TOTAL OPERATIONS COSTS (Page 2)
TOTAL ADMINSTRATIVE COSTS (Page 1)

TOTAL APPLIED COSTS

FY 2025-2026 Rate Structure

FIXED COSTS  VARIBALE COSTS TOTAL
347,506.82 - 347,506.82
34,557.45 - 34,557.45
28,384.61 - 28,384.61
37,134.79 - 37,134.79
62,358.41 - 62,358.41
11,031.05 - 11,031.05
1,788.00 - 1,788.00
5,436.02 - 5,436.02
429.60 - 429.60
5,723.64 i 5,723.64
147,128.39 147,128.39

3,235.41 - 3,235.41
16,779.01 - 16,779.01
14,631.99 14,631.99 29,263.97
6,647.77 6,647.77 13,295.54
2,122.80 2,122.80 4,245.60
5,518.82 5,518.82 11,037.63

- 190,917.30 190,917.30
1,979.75 1,979.75 3,959.50
1,187.47 1,187.47 2,374.93

- 252,348.89 252,348.89

- 49,259.02 49,259.02
16,600.00 - 16,600.00
27,094.60 - 27,094.60
6,625.00 - 6,625.00
4,953.14 - 4,953.14
641,726.14 671,742.19  1,313,468.32
_______ ST 027357
710,509.70 672237191 1,382,746.89

FIXED %

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
0%
100%
100%
50%
50%
50%

50%
50%
0%
50%
50%
0%
0%
100%
100%
100%
100%
100%
100%
50%

VAR %

0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
100%
0%
0%
50%
50%
50%

50%
50%
100%
50%
50%
100%
100%
0%
0%
0%
0%
0%
0%
50%



WASTEWATER TREATMENT RATE DETERMINATION for NC AQUARIUM at FORT FISHER
FY 2025-2026 Rate Structure

FLOW PERIOD 7/1/24 TO 6/30/25 PAGE 3
Rate Calculation and Summary
Monthly Fixed Cost

Actual Sewerage Flows:

Annual Flow from Carolina Beach 327,024,000
Annual Flow from Kure Beach 66,282,000
Projected Annual Flow from NC Aquarium 7,300,000 (Based on 80% of allocated flow)
Total Flow at WWTP 393,306,000
Average Annual Flow by Kure Beach 16.853%

Percentage Allocation of Total Flow:

Total Flow allocated to Kure Beach 727,784 GPD
Total NPDES permitted plant model period 3 MGD
Percentage of flow allocated to Kure Beach 24.259467%
Total Flow allocated to NC Aquarium 25,000 GPD
Percentage of flow allocated to NC Aquarium 0.8330%
TOTAL flow % allocated to Kure Bch/NC Aquarium 25.092467%
Fixed Operations Costs from page 2 710,509.70
Fixed Capital Recovery Costs from page 1 123,917.85

Annual Monthly
Fixed Operations Costs $ 710,509.70
Fixed % Rate for Fixed Operations Costs 0.8330%
Annual Fixed Rate for NC Aquarium Fixed Operations Cost $ 5,918.55 | $ 493.21
Fixed Capital Recovery Costs $ 123,917.85
Fixed % Rate for Capital Recovery Costs 0.8330%
Annual Fixed Rate for NC Aquarium Capital Recovery Costs $ 1,032.24 | $ 86.02
Total Annual Fixed Operations & Capital Recovery Costs for NC Aquarium $ 6,950.78 | $ 579.23
Gallonage Rate from Variable Costs - Not Applicable

Annual Monthly
Total Fixed Rate cost for NC Aquarium for $ 6,950.78 | 579.23
Wastewater Treatment




Wastewater Treated
FLOW PERIOD 7/1/23 TO 6/30/24
KB's Mthly
% of Total
Month Carolina Beach Flow Kure Beach Flow Total Flow Flow
Jul-24 32,387,000 8,804,000 41,191,000 21%
Aug-24 48,534,000 12,574,000 61,108,000 21%
Sep-24 47,530,000 7,745,000 55,275,000 14%
Oct-24 26,291,000 6,204,000 32,495,000 19%
Nov-24 21,471,000 3,782,000 25,253,000 15%
Dec-24 16,637,000 2,828,000 19,465,000 15%
Jan-25 17,538,000 2,437,000 19,975,000 12%
Feb-25 16,207,000 2,203,000 18,410,000 12%
Mar-25 25,432,000 4,192,000 29,624,000 14%
Apr-25 20,699,000 3,361,000 24,060,000 14%
May-25 24,028,000 5,379,000 29,407,000 18%
Jun-25 30,270,000 6,773,000 37,043,000 18%
327,024,000 66,282,000 393,306,000 17%
Wastewater Treated
FLOW PERIOD 7/1/23 TO 6/30/24
KB's Mthly
% of Total
Month Carolina Beach Flow Kure Beach Flow Total Flow Flow
Jul-23 31,046,300 8,005,700 39,052,000 21%
Aug-23 32,382,700 8,350,300 40,733,000 21%
Sep-23 30,748,200 7,928,800 38,677,000 21%
Oct-23 25,929,000 4,634,000 30,563,000 15%
Nov-23 16,059,000 3,337,000 19,396,000 17%
Dec-23 19,970,000 3,898,000 23,868,000 16%
Jan-24 18,716,000 3,248,000 21,964,000 15%
Feb-24 16,407,000 2,869,000 19,276,000 15%
Mar-24 20,594,000 3,934,000 24,528,000 16%
Apr-24 19,665,000 4,052,000 23,717,000 17%
May-24 20,612,000 4,242,000 24,854,000 17%
Jun-24 20,816,000 4,697,000 25,513,000 18%
272,945,200 59,195,800 332,141,000 18%
Variance between 54,078,800 7,086,200 61,165,000

FY23/24 and FY24/25




NC Aquarium
7/1/12025-6/30/2026
Based On Audited Numbers

Monthly Amount Adjusted
Month Year Gallons Paid Amount Due to Audit Difference

July 2025(|No Data 570.07 579.23 9.16
August 2025|No Data 570.07 579.23 9.16
September 2025|No Data 570.07 579.23 9.16
October 2025(No Data 570.07 579.23 9.16
November 2025|No Data 570.07 579.23 9.16
December 2025|No Data 570.07 579.23 9.16
January 2026|No Data 570.07 579.23 9.16
February 0.00
March 0.00
April 0.00
May 0.00
June 0.00
Total Due for 2024/2025 64.12

Total Due from Aquarium $ 64.12




AGENDA ITEM COVERSHEET

PREPARED BY:  Gloria Abbotts, Sr Planner DEPARTMENT: Community
Development

MEETING: Town Council March 10, 2026

SUBJECT:
Set a public hearing for April 14, 2026, to consider a text amendment to

amend Article 3 of the UDO to allow retail as an accessory use for hotels and
motels in the MF district.

Applicant: Max Sussman

BACKGROUND:

ACTION REQUESTED:

Adopt the consent agenda.

RECOMMENDED MOTION:




AGENDA ITEM COVERSHEET

PREPARED BY:  Gloria Abbotts, Sr Planner DEPARTMENT: Community
Development

MEETING: Town Council March 10, 2026

SUBJECT:
Set a public hearing for April 14, 2026, to consider a text amendment to

Unified Development Ordinance Articles 2, 3, and 7 for ordinance
clarification and consistency with state statutes.

Applicant: Town of Carolina Beach

BACKGROUND:

ACTION REQUESTED:

Adopt the consent agenda.

RECOMMENDED MOTION:




AGENDA ITEM COVERSHEET

PREPARED BY: Kim Ward, Town Clerk DEPARTMENT: Clerk

MEETING: Town Council Meeting 3/10/2026

SUBJECT: Set Public Hearing for April 14, 2026 to Receive Public Input on the FY26/27
Budget

BACKGROUND:

Set a public hearing for April 14, 2026, to receive input from the public on the upcoming
budget.

ACTION REQUESTED:

Approve the consent agenda.

RECOMMENDED MOTION:

Approve the consent agenda.



AGENDA ITEM COVERSHEET

PREPARED BY: Debbie Hall, Finance Director DEPARTMENT: Finance
MEETING: Town Council —3/10/26

SUBJECT: Approve contract for auditing service for period ending 6/30/26
BACKGROUND:

G.S. 159-34(a) requires approval of the annual financial audit contract by the primary
government governing body. Copies of the LGC Contract and Engagement Letter for Bernard
Robinson & Company L.L.P. are attached for your review.

Fee for Audit Services for period ending June 30, 2026:

e Audit Services S 31,500
e Writing Financial Statements S 9,500
e Each Single Audit Major Programs  ----------------- S 4,000

ACTION REQUESTD:

The Finance Director recommends approval of the contract for auditing services.

ATTACHMENTS:

Audit Engagement Letter FY26
Audit Contract FY26



gre

February 14, 2026

Town Council

Town of Carolina Beach, North Carolina
1121 N. Lake Park Blvd

Carolina Beach, North Carolina 28428

The following represents our understanding of the services we will provide Town of Carolina Beach,
North Carolina.

You have requested that we audit the financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Town of Carolina Beach, North Carolina as of June 30, 2026 and for
the year then ending, and the related notes to the financial statements, which collectively comprise
Town of Carolina Beach, North Carolina’s basic financial statements as listed in the table of contents.
We are pleased to confirm our acceptance and our understanding of this audit engagement by means
of this letter.

In addition, we will audit the entity’s compliance over major federal award programs for the period
ending June 30, 2026. Our audits will be conducted with the objectives of our expressing an opinion
on each opinion unit and an opinion on compliance regarding the entity’s major federal award
programs. The objectives of our audit of the financial statements are to obtain reasonable assurance
about whether the financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted
in accordance with auditing standards generally accepted in the United States of America (GAAS) and
in accordance with Government Auditing Standards, and/or any state or regulatory audit requirements
will always detect a material misstatement when it exists. Misstatements, including omissions, can arise
from fraud or error and are considered material if there is a substantial likelihood that, individually or
in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

The objectives of our compliance audit are to obtain sufficient appropriate audit evidence to form an
opinion and report at the level specified in the governmental audit requirement about whether the entity
complied in all material respects with the applicable compliance requirements and identify audit and
reporting requirements specified in the governmental audit requirement that are supplementary to
GAAS and Government Auditing Standards, if any, and perform procedures to address those
requirements.

1501 Highwoods Blvd., Ste. 300 (27410)
P.O. Box 19608
Greensboro, NC 27419

P: 336-294-4494 336-294-4495

bre.cpa




Town of Carolina Beach, North Carolina
February 14, 2026
Page 2

Accounting principles generally accepted in the United States of America require that included
supplementary information, such as management’s discussion and analysis and budgetary comparison
information be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. As part of our engagement, we will apply
certain limited procedures to the required supplementary information (RSI) in accordance with auditing
standards generally accepted in the United States of America. These limited procedures will consist
primarily of inquiries of management regarding their methods of measurement and presentation, and
comparing the information for consistency with management’s responses to our inquiries. We will not
express an opinion or provide any form of assurance on the RSI. The following RSI is required by
accounting principles generally accepted in the United States of America. This RSI will be subjected
to certain limited procedures but will not be audited:

Management’s Discussion and Analysis

Local Government Employees’ Retirement System

Law Enforcement Officers’ Special Separation Allowance
Other Post-Employment Benefits

Supplementary information other than RSI will accompany Town of Carolina Beach, North Carolina’s
basic financial statements. We will subject the following supplementary information to the auditing
procedures applied in our audit of the basic financial statements and certain additional procedures,
including comparing and reconciling the supplementary information to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and
additional procedures in accordance with auditing standards generally accepted in the United States of
America. We intend to provide an opinion on the following supplementary information in relation to
the financial statements as a whole:

e Combining Balance Sheet — Nonmajor Governmental Funds

e Combining Statement of Revenues, Expenditures and Changes in Fund Balance — Nonmajor
Governmental Funds

e Schedule of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual:

o General Fund

Utility Fund

Boardwalk Restroom

Marina Project Fund

Lake Park Recreation Project Fund

Ocean Sidewalk Fund

American Rescue Plan Fund

Saint Joseph Bike Path Fund

AIA Wastewater Project

Second Street Paving Project

Water Project

1810 Canal ADA Improvements

Second Street Utility Project

Spot Lane Paving Project

Spot Lane Utility Project

O 00000000000 0O



Town of Carolina Beach, North Carolina
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o Schedule of Ad Valorem Taxes Receivable
o Analysis of Current Year Levy

Schedule of Expenditures of Federal Awards

We will subject the schedule of expenditures of federal awards to the auditing procedures applied in
our audit of the basic financial statements and certain additional procedures, including comparing and
reconciling the schedule to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and additional procedures in accordance with
auditing standards generally accepted in the United States of America. We intend to provide an opinion
on whether the schedule of expenditures of federal awards is presented fairly in all material respects in
relation to the financial statements as a whole.

Data Collection Form

Prior to the completion of our engagement, we will complete the sections of the Data Collection Form
that are our responsibility. The form will summarize our audit findings, amounts and conclusions. It is
management’s responsibility to submit a reporting package including financial statements, schedule of
expenditure of federal awards, summary schedule of prior audit findings and corrective action plan
along with the Data Collection Form to the federal audit clearinghouse. The financial reporting package
must be text searchable, unencrypted, and unlocked. Otherwise, the reporting package will not be
accepted by the federal audit clearinghouse. We will assist you in the electronic submission and
certification. You may request from us copies of our report for you to include with the reporting
package submitted to pass-through entities.

The Data Collection Form is required to be submitted within the earlier of 30 days after receipt of our
auditors’ reports or nine months after the end of the audit period, unless specifically waived by a federal
cognizant or oversight agency for audits. Data Collection Forms submitted untimely are one of the
factors in assessing programs at a higher risk.

Auditor Responsibilities

We will conduct our audits in accordance GAAS, the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States of America;
the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance) and in accordance with any state or regulatory audit requirements. As part of an audit of
financial statements in accordance with GAAS and in accordance with Government Auditing
Standards, and/or any state or regulatory audit requirements, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
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override of internal control. We have identified the following significant risk(s) of material
misstatement as part of our audit planning:

1. Management override of controls
. Improper revenue recognition due to fraud
3. The Town has several significant capital project funds for major additions and
replacements — risk that when projects are completed, the assets are not captured
correctly
4. The estimate of the LEO separation allowance and OPEB healthcare benefits liabilities
is not accurate

» Obtain an understanding of internal control relevant to the audit in order to design 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. However, we will communicate to
you in writing concerning any significant deficiencies or material weaknesses in internal control
relevant to the audit of the financial statements that we have identified during the audit.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements, including the disclosures, and whether the financial statements represent
the underlying transactions and events in a manner that achieves fair presentation.

+ Conclude, based on the audit evidence obtained, whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Town of Carolina Beach, North
Carolina’s ability to continue as a going concern for a reasonable period of time.

Because of the inherent limitations of an audit, together with the inherent limitations of internal control,
an unavoidable risk that some material misstatements or noncompliance may not be detected exists,
even though the audit is properly planned and performed in accordance with GAAS and Government
Auditing Standards of the Comptroller General of the United States of America and in accordance with
any state or regulatory audit requirements. Please note that the determination of abuse is subjective and
Government Auditing Standards does not require auditors to detect abuse.

Our responsibility as auditors is limited to the period covered by our audit and does not extend to any
other periods.

Audit of Major Program Compliance

Our audit of Town of Carolina Beach, North Carolina’s major federal award program(s) compliance
will be conducted in accordance with the requirements of the Single Audit Act, as amended; and the
Uniform Guidance, and will include tests of accounting records, a determination of major programs in
accordance with the Uniform Guidance and other procedures we consider necessary to enable us to
express such an opinion on major federal award program compliance and to render the required reports.
We cannot provide assurance that an unmodified opinion on compliance will be expressed.
Circumstances may arise in which it is necessary for us to modify our opinion or withdraw from the
engagement.
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The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance
about whether material noncompliance with applicable laws and regulations, the provisions of contracts
and grant agreements applicable to major federal award programs, and the applicable compliance
requirements occurred, whether due to fraud or error, and express an opinion on the entity’s compliance
based on the audit. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS, Government Auditing
Standards, and the Uniform Guidance will always detect material noncompliance when it exists. The
risk of not detecting material noncompliance resulting from fraud is higher than for that resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Noncompliance with the compliance requirements is considered material
if there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment
made by a reasonable user of the report on compliance about the entity’s compliance with the
requirements of the federal programs as a whole.

As part of a compliance audit in accordance with GAAS and in accordance with Government Auditing
Standards, and/or any state or regulatory audit requirements, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also identify and assess the risks of material
noncompliance, whether due to fraud or error, and design and perform audit procedures responsive to
those risks.

Our procedures will consist of determining major federal programs and, performing the applicable
procedures described in the U.S. Office of Management and Budget OMB Compliance Supplement for
the types of compliance requirements that could have a direct and material effect on each of the entity’s
major programs, and performing such other procedures as we considers necessary in the circumstances.
The purpose of those procedures will be to express an opinion on the entity’s compliance with
requirements applicable to each of its major programs in our report on compliance issued pursuant to
the Uniform Guidance.

Also, as required by the Uniform Guidance, we will obtain an understanding of the entity’s internal
control over compliance relevant to the audit in order to design and perform tests of controls to evaluate
the effectiveness of the design and operation of controls that we consider relevant to preventing or
detecting material noncompliance with compliance requirements applicable to each of the entity’s
major federal award programs. Our tests will be less in scope than would be necessary to render an
opinion on these controls and, accordingly, no opinion will be expressed in our report. However, we
will communicate to you, regarding, among other matters, the planned scope and timing of the audit
and any significant deficiencies and material weaknesses in internal control over compliance that we
have identified during the audit.

We will issue a report on compliance that will include an opinion or disclaimer of opinion regarding
the entity’s major federal award programs, and a report on internal controls over compliance that will
report any significant deficiencies and material weaknesses identified; however, such report will not
express an opinion on internal control.

Management’s Responsibilities

Our audit will be conducted on the basis that management and, when appropriate, those charged with
governance acknowledge and understand that they have responsibility:
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10.
11.

12.

13.
14.

15.

For the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America;

For the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error;

For identifying, in its accounts, all federal awards received and expended during the period and
the federal programs under which they were received;

For maintaining records that adequately identify the source and application of funds for
federally funded activities;

For preparing the schedule of expenditures of federal awards (including notes and noncash
assistance received) in accordance with the Uniform Guidance;

For designing, implementing, and maintaining effective internal control over federal awards
that provides reasonable assurance that the entity is managing federal awards in compliance
with federal statutes, regulations, and the terms and conditions of the federal awards;

For identifying and ensuring that the entity complies with federal laws, statutes, regulations,
rules, provisions of contracts or grant agreements, and the terms and conditions of federal award
programs, and implementing systems designed to achieve compliance with applicable federal
statutes, regulations, and the terms and conditions of federal award programs;

For disclosing accurately, currently, and completely the financial results of each federal award
in accordance with the requirements of the award;

For identifying and providing report copies of previous audits, attestation engagements, or other
studies that directly relate to the objectives of the audit, including whether related
recommendations have been implemented;

For taking prompt action when instances of noncompliance are identified;

For addressing the findings and recommendations of auditors, for establishing and maintaining
a process to track the status of such findings and recommendations and taking corrective action
on reported audit findings from prior periods and preparing a summary schedule of prior audit
findings;

For following up and taking corrective action on current year audit findings and preparing a
corrective action plan for such findings;

For submitting the reporting package and data collection form to the appropriate parties;

For making the auditor aware of any significant contractor relationships where the contractor
is responsible for program compliance;

To provide us with:

a. Access to all information of which management is aware that is relevant to the
preparation and fair presentation of the financial statements including the disclosures, and
relevant to federal award programs, such as records, documentation, and other matters;

b.  Additional information that we may request from management for the purpose of the
audit;
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¢.  Unrestricted access to persons within the entity and others from whom we determine it
necessary to obtain audit evidence;

16. For adjusting the financial statements to correct material misstatements and confirming to us in
the management representation letter that the effects of any uncorrected misstatements
aggregated by us during the current engagement and pertaining to the current year period(s)
under audit are immaterial, both individually and in the aggregate, to the financial statements
as a whole;

17. For acceptance of nonattest services, including identifying the proper party to oversee nonattest
work;

18. For maintaining adequate records, selecting and applying accounting principles, and
safeguarding assets;

19. For informing us of any known or suspected fraud affecting the entity involving management,
employees with significant role in internal control and others where fraud could have a material
effect on compliance;

20. For the accuracy and completeness of all information provided;

21. For taking reasonable measures to safeguard protected personally identifiable and other
sensitive information; and

22. For confirming your understanding of your responsibilities as defined in this letter to us in your
management representation letter.

If you intend to publish or otherwise reproduce the financial statements and make reference to our firm,
you agree to provide us with printers’ proofs or masters for our review and approval before printing.
You also agree to provide us with a copy of the final reproduced material for our approval before it is
distributed.

With regard to the schedule of expenditures of federal awards referred to above, you acknowledge and
understand your responsibility (a) for the preparation of the schedule of expenditures of federal awards
in accordance with the Uniform Guidance, (b) to provide us with the appropriate written representations
regarding the schedule of expenditures of federal awards, (c) to include our report on the schedule of
expenditures of federal awards in any document that contains the schedule of expenditures of federal
awards and that indicates that we have reported on such schedule, and (d) to present the schedule of
expenditures of federal awards with the audited financial statements, or if the schedule will not be
presented with the audited financial statements, to 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 you of the schedule and our report thereon.

As part of our audit process, we will request from management and, when appropriate, those charged
with governance, written confirmation concerning representations made to us in connection with the

audit.
Nonattest Services

Based on discussions with management and those charged with governance, we will perform the
following nonattest services:
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o Preparation of the draft financial statements and related notes, and supplementary
information

s Cash -to-accrual conversions

e Preparation of supplemental schedules

We will not assume management responsibilities on behalf of Town of Carolina Beach, North Carolina.
However, we will provide advice and recommendations to assist management of Town of Carolina
Beach, North Carolina in performing its responsibilities.

Town of Carolina Beach, North Carolina’s management is responsible for (a) making all management
decisions and performing all management functions; (b) assigning a competent individual to oversee
the services; (¢) evaluating the adequacy of the services performed; (d) evaluating and accepting
responsibility for the results of the services performed; and (e) establishing and maintaining internal
controls, including monitoring ongoing activities.

Our responsibilities and limitations of the nonattest services are as follows:

+  We will perform the services in accordance with applicable professional standards.

« The nonattest services are limited to the services previously outlined above. Our firm, in its sole
professional judgment, reserves the right to refuse to do any procedure or take any action that
could be construed as making management decisions or assuming management responsibilities,
including determining account coding and approving journal entries.

Reporting

We will issue a written report upon completion of our audit of Town of Carolina Beach, North
Carolina’s basic financial statements. Our report will be addressed to the Honorable Mayor and
Members of the Town Council of Town of Carolina Beach, North Carolina. Circumstances may arise
in which our report may differ from its expected form and content based on the results of our audit.
Depending on the nature of these circumstances, it may be necessary for us to modify our opinions,
add an emphasis-of-matter or other-matter paragraph(s) to our auditor’s report, or if necessary,
withdraw from the engagement. If our opinions on the basic financial statements are other than
unmodified, we will discuss the reasons with you in advance. If, for any reason, we are unable to
complete the audit or are unable to form or have not formed opinions, we may decline to express
opinions or to issue a report as a result of this engagement.

In accordance with the requirements of Government Auditing Standards, we will also issue a written
report describing the scope of our testing over internal control over financial reporting and over
compliance with laws, regulations, and provisions of grants and contracts, including the results of that
testing. However, providing an opinion on internal control and compliance over financial reporting will
not be an objective of the audit and, therefore, no such opinion will be expressed.

Other

We understand that your employees will prepare all confirmations we request and will locate any
documents or invoices selected by us for testing. We will schedule the engagement based in part on
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deadlines, working conditions, and the availability of your key personnel. We will plan the engagement
based on the assumption that your personnel will cooperate and provide assistance by performing tasks
such as preparing requested schedules, retrieving supporting documents, and preparing confirmations.
If, for whatever reason, your personnel are unavailable to provide the necessary assistance in a timely
manner, it may substantially increase the work we have to do to complete the engagement within the
established deadlines, resulting in an increase in fees over our original fee estimate.

To ensure that Bernard Robinson & Company, L.L.P.’s independence is not impaired under the AICPA
Code of Professional Conduct, you agree to inform the engagement partner before entering into any
substantive employment discussions with any of our personnel.

Regarding the electronic dissemination of audited financial statements, including financial statements
published electronically on your Internet website, you understand that electronic sites are a means to
distribute information and, therefore, we are not required to read the information contained in these
sites or to consider the consistency of other information in the electronic site with the original
document.

Professional standards prohibit us from being the sole host and/or the sole storage for your financial
and non-financial data. As such, it is your responsibility to maintain your original data and records and
we cannot be responsible to maintain such original information. By signing this engagement letter, you
affirm that you have all the data and records required to make your books and records complete.

Provisions of Engagement Administration, Timing and Fees

During the course of the engagement, we may communicate with you or your personnel via fax or e-
mail, and you should be aware that communication in those mediums contains a risk of misdirected or
intercepted communications.

We expect to perform the audit and issue the audited financial statements during the period from May
2026 to October 2026. We will notify you regarding any circumstances we encounter that could
significantly change the timing of the audit.

Victor Blackburn is the engagement partner for the audit services specified in this letter. Their
responsibilities include supervising Bernard Robinson & Company, L.L.P.’s services performed as part
of this engagement and signing or authorizing another qualified firm representative to sign the audit
report.

We estimate our fees to be $41,000 for the audit engagement for the year ending June 30, 2026. Our
fees will be based on the actual time spent at our standard hourly rates, plus travel and other out-of-
pocket costs such as report production, word processing, postage, etc. Our standard hourly rates vary
according to the degree of responsibility involved and the experience level of personnel assigned. Our
fees are based on anticipated cooperation from your personnel, timely completion of all requested
items, and the assumption that unexpected circumstances will not be encountered during the
engagement. For each major program that a single audit is performed, there will be an additional
$4,000 per program. Our invoices for these fees will be rendered throughout the engagement as work
progresses and are payable on presentation. All costs relating to collection of these fees will also be
the responsibility of Town of Carolina Beach, North Carolina including, but not limited to, attorney
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fees and collection agency fees. Invoiced fees outstanding past 60 days will be subject to a 1%2%
monthly finance charge. If circumstances occur and additional time is necessary to complete the audit,
we will discuss this with you promptly to arrive at a new estimate before we incur the additional costs.
The time related to any additional services we are required to perform in order to complete the audit
will be billed separately. These invoices are also payable upon presentation.

You may request that we perform additional services not addressed in this engagement letter. If this
occurs, we will communicate with you regarding the scope of the additional services and the estimated
fees. We also may issue a separate engagement letter covering the additional services. In the absence
of any other written communication from us documenting such additional services, our services will
continue to be governed by the terms of this engagement letter.

During the course of the audit, we may observe opportunities for economy in, or improved controls
over, your operations. We will bring such matters to the attention of the appropriate level of
management, either orally or in writing.

You agree to inform us of facts that may affect the financial statements of which you may become
aware during the period from the date of the auditor’s report to the date the financial statements are
issued.

We agree to retain our audit documentation or work papers for a period of at least five years from the
date of our report.

At the conclusion of our audit engagement, we will communicate to the Honorable Mayor and
Members of the Town Council the following significant findings from the audit:

»  Our view about the qualitative aspects of the entity’s significant accounting practices;
+ Significant difficulties, if any, encountered during the audit;

« Uncorrected misstatements, other than those we believe are trivial, if any;

« Disagreements with management, if any;

»  Other findings or issues, if any, arising from the audit that are, in our professional judgment,
significant and relevant to those charged with governance regarding their oversight of the
financial reporting process;

o Material, corrected misstatements that were brought to the attention of management as a result
of our audit procedures;

« Representations we requested from management;
» Management’s consultations with other accountants, if any; and

+ Significant issues, if any, arising from the audit that were discussed, or the subject of
correspondence, with management.

The audit documentation for this engagement is the property of Bernard Robinson & Company, L.L.P.
and constitutes confidential information. However, we may be requested to make certain audit
documentation available to regulators and federal agencies and the U.S. Government Accountability
Office pursuant to authority given to it by law or regulation, or to peer reviewers. If requested, access
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to such audit documentation will be provided under the supervision of Bernard Robinson & Company,
L.L.P.’s personnel. Furthermore, upon request, we may provide copies of selected audit documentation
to these agencies and regulators. The regulators and agencies may intend, or decide, to distribute the
copies of information contained therein to others, including other governmental agencies. We agree to
retain our audit documentation or work papers for a period of at least five years from the date of our
report.

In accordance with the requirements of Government Auditing Standards, we have attached a copy of
our latest external peer review report of our firm for your consideration and files.

Please sign and return the attached copy of this letter to indicate your acknowledgment of, and
agreement with, the arrangements for our audit of the financial statements compliance over major

federal award programs including our respective responsibilities.

We appreciate the opportunity to be your financial statement auditors and look forward to working
with you and your staff.

Very truly yours,

Burond, Robinsony Compens, E62
BERNARD ROBINSON & COMPANY, L.L.P.
RESPONSE:
This letter correctly sets forth our understanding.

Acknowledged and agreed on behalf of Town of Carolina Beach, North Carolina by:

Management Signature:

Title:

Date:




LGC-205 Form A CONTRACT TO AUDIT ACCOUNTS Rev. 02/2026

The | Governing Board

Town Council

of Primary Government Unit

Town of Carolina Beach

and | Discretely Presented Component Unit (DPCU) (if applicable)
N/A

Primary Government Unit, together with DPCU (if applicable), hereinafter referred to as Governmental Unit(s)

and | Auditor Name

Bernard Robinson & Company LLP

Auditor Address

1501 Highwoods Blvd., Suite 300, Greensboro, NC 27410

Hereinafter referred to as Auditor

for Fiscal Year Ending Date Audit Will Be Submitted to LGC

06/30/26 10/31/26
Must be within six months of FYE

hereby agree as follows:

1. The Auditor shall audit all statements and disclosures required by “U.S. Auditing Standards — AICPA
(Clarified),” referred to as generally accepted auditing standards (GAAS) and additional required legal
statements and disclosures of all funds and/or divisions of the Governmental Unit(s). The non-major combining,
and individual fund statements and schedules shall be subjected to the auditing procedures applied in the audit
of the basic financial statements and an opinion shall be rendered in relation to (as applicable) the governmental
activities, the business-type activities, the aggregate DPCUs, each major governmental and enterprise fund,
and the aggregate remaining fund information (non-major government and enterprise funds, the internal service
fund type, and the fiduciary fund types). Budgetary comparison information shall be prepared in accordance with
applicable GASB standards. Budget-to-actual comparisons at the level of the legally adopted budget ordinance
shall be presented as required supplementary information and shall not be included in the basic financial
statements. Any other budgetary comparison information shall be presented only as supplementary information
for funds required to be budgeted under NCGS Chapter 159, Article 3.

2. Ata minimum, the Auditor shall conduct the audit and render the report in accordance with GAAS. If the
Governmental Unit expended $100,000 or more in combined Federal and State financial assistance during the
reporting period, the Auditor shall perform the audit in accordance with Generally Accepted Government
Auditing Standards (GAGAS). The Governmental Unit is subject to federal single audit requirements in
accordance with Title 2 US Code of Federal Regulations Part 200 Uniform Administration Requirements, Cost
Principles, and Audit Requirements for Federal Awards, Subpart F (Uniform Guidance) and the State Single
Audit Implementation Act. Currently the threshold is $1,000,000 for federal and state single audits, or such other
threshold as applicable for the fiscal year under audit. This audit and all associated audit documentation may be
subject to review by federal and State agencies in accordance with federal and State laws, including the staff of
the Office of State Auditor (OSA) and the Local Government Commission (LGC). If the audit requires a federal
single audit in accordance with the Uniform Guidance (§200.501) the Auditor and Governmental Unit(s) should
discuss, in advance of the execution of this contract, the responsibility for submission of the audit and the
accompanying data collection form (form SF-FAC) to the Federal Audit Clearinghouse as required under the
Uniform Guidance (§200.512) to ensure proper submission.

If the audit and Auditor communication are found in this review to be substandard, the results of the review may
be forwarded to the North Carolina State Board of CPA Examiners (NC State Board).
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3. If an entity is determined to be a component of another government as defined by the group audit
standards, the entity’s auditor shall make a good faith effort to comply in a timely manner with the requests of
the group auditor in accordance with AU-6 §600.41 - §600.42.

4. This contract contemplates an unmodified opinion being rendered. If during the process of conducting
the audit, the Auditor determines that it will not be possible to render an unmodified opinion on the financial
statements of the unit, the Auditor shall contact the LGC Staff to discuss the circumstances leading to that
conclusion as soon as is practical and before the final report is issued. The audit shall include such tests of the
accounting records and such other auditing procedures as are considered by the Auditor to be necessary in the
circumstances. Any limitations or restrictions in scope which would lead to a qualification should be fully
explained in an attachment to this contract.

5. If this audit engagement is subject to the standards for audit as defined in Government Auditing
Standards (2018 revision or subsequent revisions, as applicable) issued by the Comptroller General of the
United States, then by accepting this engagement, the Auditor warrants that he or she has met the
requirements for a peer review and continuing education as specified in Government Auditing Standards. The
Auditor agrees to provide a copy of the most recent peer review report to the Governmental Unit(s) and to the
Secretary of the LGC prior to the execution of an audit contract. Subsequent submissions of the report are
required only upon report expiration or upon the Auditor’s receipt of an updated peer review report. If the audit
firm receives a peer review rating other than pass, the Auditor shall not contract with the Governmental Unit(s)
without first contacting the Secretary of the LGC for a peer review analysis that may result in additional
contractual requirements.

If the audit engagement is not subject to Govemment Auditing Standards or if financial statements are not
prepared in accordance with U.S. generally accepted accounting principles (GAAP) and fail to include all
disclosures required by GAAP, the Auditor shall provide an explanation as to why in an attachment to this
contract or in an amendment.

6. It is agreed that time is of the essence in this contract. All audits are to be performed, and the report of
audit submitted to LGC Staff, within six months of fiscal year end. At the time of the execution of this contract, if
the parties know that the anticipated submission date of the audit exceeds six months after fiscal year end, a
written explanation shall be provided to the Secretary of the LGC on this contract form (see the space provided
on Page 7). If it becomes necessary to amend the audit fee or the date that the audit report will be submitted to
the LGC, an amended contract along with a written explanation of the change shall be submitted to the
Secretary of the LGC for approval.

7. It is agreed that GAAS include a review of the Governmental Unit's (Units’) systems of internal control
and accounting as they relate to accountability of funds and adherence to budget and law requirements
applicable thereto; that the Auditor shall make a written report, which may or may not be a part of the written
report of audit, to the Governing Board setting forth the Auditor's findings, together with his or her
recommendations for improvement. That written report shall include all matters determined to be “significant
deficiencies and material weaknesses” in accordance with AU-C §265 “Communicating Internal Control Related
Matters Identified in an Audit” of GAAS. The Auditor shall file a copy of that report with the Secretary of the LGC.

For GAAS or Government Auditing Standards audits, if an Auditor issues an AU-C §260 report, “Auditor's
Communication With Those Charged With Governance,” commonly referred to as a “Governance Letter,” LGC
staff does not require the report to be submitted unless the Auditor cites significant findings or issues from the
audit, as defined in AU-C §260 paragraphs 12 - 14. This would include issues such as difficulties encountered
during the audit, significant or unusual transactions, uncorrected misstatements, matters that are difficult or
contentious for which the Auditor consulted outside the engagement team and, in the Auditor's judgment, are
significant and relevant to those charged with governance, and other findings or issues that the Auditor believes
are significant and relevant. If matters identified during the audit were required to be reported as described in
AU-C §260 paragraphs 12 - 14 and were communicated in a method other than an AU-C §260 letter, the written
documentation must be submitted.
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8. All local government and public authority contracts for audit or audit-related work require the

approval of the Secretary of the LGC. This includes annual or special audits, agreed upon procedures

related to internal controls, bookkeeping or other assistance necessary to prepare the Governmental Unit's
records for audit, financial statement preparation, any finance-related investigations, or any other audit- related
work in the State of North Carolina. Approval is also required for the Alternative Compliance Examination
Engagement for auditing the Coronavirus State and Local Fiscal Recovery Funds

expenditures as allowed by US Treasury. Approval is not required on audit contracts and invoices for

system improvements and similar services of a non-auditing nature.

9. Invoices for services rendered under these contracts shall not be paid by the Governmental Unit(s) until
the invoice has been approved by the Secretary of the LGC. This also includes any progress billings

[G.S. 159-34 and 115C-447]. All invoices for audit work shall be submitted in PDF format to the Secretary

of the LGC for approval. The invoice marked 'approved' with approval date shall be returned to the Auditor

to present to the Governmental Unit(s) for payment. This paragraph is not applicable to contracts for audits of
hospitals.

10. In consideration of the satisfactory performance of the provisions of this contract, the Governmental
Unit(s) shall pay to the Auditor, upon approval by the Secretary of the LGC if required, the fee, which includes
any costs the Auditor may incur from work paper or peer reviews or any other quality assurance program
required by third parties (federal and state grantor and oversight agencies or other organizations)

as required under the Federal Single Audit Act and the State Single Audit Act. This does not include fees for
any pre-issuance reviews that may be required by the North Carolina Association of Certified Public
Accountants (NCACPA) Peer Review Committee or North Carolina State Board of CPA Examiners (see
Paragraph 13).

11.  If the Governmental Unit(s) has/have outstanding revenue bonds, the Auditor shall submit to LGC Staff,
either in the notes to the audited financial statements or as a separate report, a calculation demonstrating
compliance with the revenue bond rate covenant. Additionally, the Auditor shall submit to LGC Staff
simultaneously with the Governmental Unit’s (Units’) audited financial statements any other bond compliance
statements or additional reports required by the authorizing bond documents, unless otherwise specified in the
bond documents.

12.  After completing the audit, the Auditor shall submit to the Governing Board a written report of audit. This
report shall include, but not be limited to, the following information: (a) Management’s Discussion and Analysis,
(b) the financial statements and notes of the Governmental Unit(s) and all of its component units prepared in
accordance with GAAP, (c) supplementary information requested by the Governmental Unit(s) or required for full
disclosure under the law, and (d) the Auditor’s opinion on the material presented. The Auditor shall furnish the
required number of copies of the report of audit to the Governing Board uponcompletion.

13. If the audit firm is required by the Secretary of the Local Government Commission to obtain a pre-
issuance review or take corrective action as a result of peer review findings or quality control deficiencies, such
corrective action shall be consistent with the authority and requirements of the North Carolina State Board of
Certified Public Accountant Examiners, the AICPA Peer Review Program, and established Local Government
Commission practice, including the use of report addenda or other remedial measures, as appropriate.
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14. In accordance with G.S. 159-34, the Finance Officer of the Unit is responsible for filing the audited
financial statements with the Secretary of the Local Government Commission.

The Auditor may upload the audit report and related documents through the LGC's electronic submission
system; however, submission shall not be deemed complete until the Finance Officer has reviewed and certified

the submission.

The Auditor, Finance Officer, other Unit staff member designated by the Finance Officer, or a third party
approved by the Unit may enter all Data Input Report information except the information on the “transmittal doc
info” tab. The “transmittal doc info” tab must be completed by the Auditor.

The Finance Officer shall review, approve, and certify the accuracy and completeness of the Data Input Report
(DIR) in the LGC's LOGOS system prior to LGC review, regardless of whether the DIR is prepared by the
Auditor or the Unit.

Finance Officer certification is required for any corrected or revised submissions.

Finance Officer certification of the DIR shall be completed in a timely manner following notification that the DIR
is ready for review and within time frames prescribed by the LGC. Failure to complete certification in a timely
manner may result in the audit being considered late due to unit action rather than auditor performance

The Auditor shall conduct the audit in accordance with generally accepted auditing standards and shall ensure
that the financial statements are prepared in accordance with generally accepted accounting principles as of the
fiscal year end. Budget-to-actual comparisons at the level of the legally adopted budget ordinance shall be
presented in required supplementary information, separate from the basic financial statements, and shall not be
included in the audit opinion. The Auditor shall confirm that such information reconciles to the financial
statements and is consistent with applicable accounting guidance and any LGC reporting requirements.

The Finance Officer shall certify in a timely manner that all data inputted in LOGOS used for preparation of the
financial statements and required supplementary information is complete and accurate.

For audits of units other than hospitals, the audit report should be submitted when (or prior to) submitting the
final invoice for services rendered. The report of audit, as filed with the Secretary of the LGC, becomes a matter
of public record for inspection, review and copy in the offices of the LGC by any interested parties. Any
subsequent revisions to these reports shall be sent to the Secretary of the LGC. These audited financial
statements, excluding the Auditors’ opinion, may be used in the preparation of official statements for debt
offerings by municipal bond rating services to fulfill secondary market disclosure requirements of the Securities
and Exchange Commission and for other lawful purposes of the Governmental Unit(s) without requiring consent
of the Auditor. If the LGC Staff determines that corrections need to be made to the Governmental Unit's (Units’)
financial statements and/or the compliance section, those corrections shall be provided within three business
days of notification unless another deadline is agreed to by LGC Staff.
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15. Should circumstances disclosed by the audit call for a more detailed investigation by the Auditor than
necessary under ordinary circumstances, the Auditor shall inform the Governing Board in writing of the need for
such additional investigation and the additional compensation required therefore. Upon approval by the
Secretary of the LGC, this contract may be modified or amended to include the increased time, compensation,
or both as may be agreed upon by the Governing Board and the Auditor.

16. If an approved contract needs to be modified or amended for any reason, the change shall be made in
writing and preaudited if the change includes a change in audit fee (preaudit requirement does not apply to
hospitals). This amended contract shall be completed in full, including a written explanation of the change,
signed and dated by all original parties to the contract. It shall then be submitted to the Secretary of the LGC for
approval. No change to the audit contract shall be effective unless approved by the Secretary of the LGC.

17. A copy of the engagement letter, issued by the Auditor and signed by both the Auditor and the
Governmental Unit(s), shall be attached to this contract, and except for fees, work, and terms not related to audit
services, shall be incorporated by reference as if fully set forth herein as part of this contract. In case of conflict
between the terms of the engagement letter and the terms of this contract, the terms of this contract shall take
precedence. Engagement letter terms that conflict with the contract are deemed to be void unless the conflicting
terms of this contract are specifically deleted in Paragraph 30 of this contract. Engagement letters containing
indemnification clauses shall not be accepted by LGC Staff.

18. Special provisions should be limited. Please list any special provisions in an attachment.

19. A separate contract should not be made for each division to be audited or report to be submitted. If a
DPCU is subject to the audit requirements detailed in The Local Government Budget and Fiscal Control Act and
a separate audit report is issued, a separate audit contract is required. If a separate report is not to be issued
and the DPCU is included in the primary government audit, the DPCU shall be named along with the primary
government on this audit contract. DPCU Board approval date, signatures from the DPCU Board chairman and
Finance Officer also shall be included on this contract.

20. The contract shall be executed, preaudited (preaudit requirement does not apply to hospitals) and
physically signed by all parties including Governmental Unit(s) and the Auditor, then submitted in PDF format to

the Secretary of the LGC.

21.  The contract is not valid until it is approved by the Secretary of the LGC. The staff of the LGC shall notify
the Governmental Unit and Auditor of contract approval by email. The audit should not be started before the
contract is approved.

22, Retention of Client Records: Auditors are subject to the NC State Board of CPA Examiners’ Retention of
Client Records Rule 21 NCAC 08N .0305 as it relates to the provision of audit and other attest services, as well
as non-attest services. Clients and former clients should be familiar with the requirements of this rule prior to
requesting the return of records.
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23. This contract may be terminated at any time by mutual consent and agreement of the Governmental
Unit(s) and the Auditor, provided that (a) the consent to terminate is in writing and signed by both parties,
(b) the parties have agreed on the fee amount which shall be paid to the Auditor (if applicable), and (c) no
termination shall be effective until approved in writing by the Secretary of the LGC.

24. The Governmental Unit's (Units’) failure or forbearance to enforce, or waiver of, any right or an event
of breach or default on one occasion or instance shall not constitute the waiver of such right, breach or
default on any subsequent occasion or instance.

25. There are no other agreements between the parties hereto and no other agreements relative hereto
that shall be enforceable unless entered into in accordance with the procedure set out herein and approved
by the Secretary of the LGC.

26. E-Verify. The Auditor shall comply with the requirements of NCGS Chapter 64 Article 2. Further, if the
Auditor utilizes any subcontractor(s), Auditor shall require such subcontractor(s) to comply with the
requirements of NCGS Chapter 64, Article 2.

27. For all non-attest services, the Auditor shall adhere to the independence rules of the AICPA
Professional Code of Conduct and Government Auditing Standards, 2018 or 2024 Revision (as applicable).
Preparing financial statements in their entirety shall be deemed a “significant threat” requiring the Auditor to
apply safeguards sufficient to reduce the threat to an acceptable level. If the Auditor cannot reduce the threats
to an acceptable level, the Auditor cannot complete the audit. If the Auditor is able to reduce the threats to an
acceptable level, the documentation of this determination, including the safeguards applied, must be included
in the audit workpapers.

All non-attest service(s) being performed by the Auditor that are necessary to perform the audit must be
identified and included in this contract. The Governmental Unit shall designate an individual with the suitable
skills, knowledge, and/or experience (SKE) necessary to oversee the services and accept responsibility for
the results of the services performed. If the Auditor is able to identify an individual with the appropriate SKE,
the Auditor must document and include in the audit workpapers how the Auditor reached that conclusion. If
the Auditor determines that an individual with the appropriate SKE cannot be identified, the Auditor cannot
perform both the non-attest service(s) and the audit. See "Fees for Audit Services" page of this contract to
disclose the person identified as having the appropriate SKE for the Governmental Unit.

28. Applicable to audits with fiscal year ends of June 30, 2021 and later. The Auditor shall present the
audited financial statements including any compliance reports to the Government Unit's Governing Board or
audit committee in an official meeting in open session as soon as the audited financial statements are
available but not later than 45 days after the submission of the audit report to the Secretary of the LGC. The
Auditor's presentation to the Governing Board or audit committee shall include:
a) the description of each finding, including all material weaknesses and significant deficiencies, as
found by the Auditor, and any other issues related to the internal controls or fiscal health of the
Government Unit as disclosed in the management letter, the Single Audit or Yellow Book reports, or
any other communications from the Auditor regarding internal controls as required by current auditing
standards;
b) the status of the prior year audit findings;
c) the values of Financial Performance Indicators based on information presented in the audited
financial statements; and
d) notification to the Governing Board that the Governing Board shall develop a “Response to the
Auditor’'s Findings, Recommendations, and Fiscal Matters,” if required under Rule 20 NCAC 03 .0508.
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29. Information based on the audited financial statements shall be submitted to the Secretary of the
LGC through the LGC’s LOGOS system, including completion of the Data Input Report (DIR). Submission
is not complete and shall not be accepted by the LGC until the Finance Officer has reviewed and certified
the DIR in accordance with Paragraph 14 of this contract.

30. All of the above paragraphs are understood and shall apply to this contract, except the
following numbered paragraphs shall be deleted (See Paragraph 17 for clarification).

31. The process for submitting contracts, audit reports and invoices is subject to change. Auditors and
Units should use the submission process and instructions in effect at the time of submission. Refer to the
N.C. Department of State Treasurer website at https://www.nctreasurer.com/state-and-local-
government-finance-division/local-government-commission/submitting-your-audit.

32. All communications regarding audit contract requests for modification or official approvals will be
sent to the email addresses provided on the signature pages that follow.

33. Applicable to audits with fiscal year ends of June 30, 2025, and later. The Unit authorizes the
LGC to grant access to the LGC's LOGOS system, including the Data Input Report (DIR), to employees
of the contracted audit firm who are associated with and acting on behalf of the firm for purposes of
performing audit and reporting services under this contract. Such access shall be limited to the scope
necessary to perform contracted services and shall not relieve the Auditor or the Unit of their respective
responsibilities under this contract.

34. Changes or edits to the text of this contract form are not permitted, except for the Secretary’s
authority to revise or update this contract form pursuant to LGC Rule 20 NCAC 03. 0502.

For contracts with an anticipated audit submission date exceeding six months after fiscal year
end, please use this space to explain the reason for the late submission, as required by
Paragraph 6 of this contract form:
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FEES FOR AUDIT SERVICES

1. For all non-attest services, the Auditor shall adhere to the independence rules of the AICPA Professional
Code of Conduct (as applicable) and Government Auditing Standards,2018 Revision. Refer to Paragraph
27 of this contract for specific requirements. The following information must be provided by the Auditor;
contracts presented to the LGC without this information will be not be approved.

Financial statements were prepared by:  [JAuditor =~ [JGovernmental Unit []Third Party

If applicable: The individual at the Governmental Unit designated to have the suitable skills, knowledge,
and/or experience (SKE) necessary to oversee the non-attest services and accept responsibility for the
results of these services:

Name: Title and Unit/ Company: Email Address:

[Debbie Hall | [Finance Director | ldebbie hall@carolinabeach.gov |

OR Not Applicable [___I (/dentification of SKE Individual on the LGC-205 Contract is not applicable for
GAAS-only audits or audits with FYEs prior to June 30, 2020.)

2. Fees may not be included in this contract for work performed on Annual Financial Information Reports
(AFIRs), Form 990s, or other services not associated with audit fees and costs. Such fees may be included in the
engagement letter but may not be included in this contract or in any invoices requiring approval of the LGC. See
Paragraphs 8 and 13 for details on other allowable and excluded fees.

3. The audit fee information included in the table below for both the Primary Government Fees and the DPCU
Fees (if applicable) should be reported as a specific dollar amount of audit fees for the year under this contract. If
any language other than an amount is included here, the contract will be returned to the audit firm for correction.

4. Prior to the submission of the completed audited financial report and applicable compliance reports subject to
this contract, or to an amendment to this contract (if required) the Auditor may submit interim invoices for approval
for services rendered under this contract to the Secretary of the LGC, not to exceed 75% of the billings for the
Unit's last annual audit that was submitted to the Secretary of the LGC. All invoices for services rendered in an
audit engagement as defined in Rule 20 NCAC .0503 shall be submitted to the Secretary of the LGC for approval
before any payment is made. Payment before approval is a violation of law. (This paragraph not applicable to
contracts and invoices associated with audits of hospitals).

Primary Government Unit Town of Carolina Beach

Audit Fee (financial and compliance if applicable) |¢ 31500

Fee per Major Program (if not included above) $ 4000
Additional Fees Not Included Above (if applicable):

Financial Statement Preparation (incl. notes and RSI){$ 9500

All Other Non-Attest Services $0
TOTAL AMOUNT NOT TO EXCEED $ 49,000
Discretely Presented Component Unit