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State and Local Government Finance Division

Changes to the Audit Process for 2021

1) Audit reports, data input workbooks, and auditor 
communications will be submitted using the new LGC File 
Transfer Portal.

2) LGC Staff will no longer issue unit letters. Instead, changes under 
North Carolina Administrative Code will require governing bodies 
to submit responses to the LGC if it has been determined that 
there are areas of financial concern. 
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Changes to the Audit Process for 2021

Elimination of Unit Letters

Identification of Financial Concerns
(and associated reporting requirements)
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Elimination of Unit Letters

LGC Staff will no longer issue Unit Letters
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Elimination of Unit Letters

Instead, financial concerns will 
be identified through indicators 
displayed in the Data Input 
Workbook
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Identifying Financial Concerns

As in previous years, units 
or their auditors will 
complete a “Unit Data 
From Audit Worksheet” 
tab in a Data Input 
Workbook



State and Local Government Finance Division

Identifying Financial Concerns

NEW in the Data Input 
Workbook for 2021 –
TD Info Completed by 
Auditor tab
Performance Indicators 
Print tab
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Identifying Financial Concerns

“TD” or “Transmittal 
Document” data now 
provided in a tab in the 
Data Input Workbook
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Identifying Financial Concerns

No changes to TD data, 
just the way TD data is 
submitted
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Identifying Financial Concerns

Performance Indicators 
Print tab
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Identifying Financial Concerns

Financial Performance Indicators

Defined in North Carolina Administrative Code 20 NCAC 03 .0502(d)(1):

"Financial Performance Indicators" are values derived from information included in the audited financial
statements that assist the Secretary in improving the comparability of reporting a given government unit's
financial condition and financial performance. These criteria include adequacy of a government unit's fund
balance; liquidity or the ability to meet short-term obligations; solvency or the ability to meet long-term
obligations; debt service coverage; leverage; and such other indicators of financial condition and financial
performance as the Secretary may establish.

http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0502.pdf
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Identifying Financial Concerns

Financial Performance Indicators

Defined in North Carolina Administrative Code 20 NCAC 03 .0502(d)(2):

"Financial Performance Indicators of Concern" are Financial Performance Indicators with values which may
indicate inadequate financial conditions or fiscal management concerns within the government unit.

http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0502.pdf
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As data is entered in the 
“Unit Data from Audit 
Worksheet” tab, financial 
performance indicators 
will be automatically 
calculated and displayed 
in the “Financial 
Performance Indicators” 
print tab

Identifying Financial Concerns
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Both the threshold value 
and the unit’s value for 
each Financial 
Performance Indicator is 
automatically displayed.
Financial Performance 
Indicators of Concern will 
be flagged in red.

Identifying Financial Concerns
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New requirements under North Carolina Administrative Code for auditors to:
• Report Financial Performance Indicators to the governing body
• Notify the governing body of their requirement to submit a response to the LGC if there 

are Financial Performance Indicators of Concern Financial performance Indicators of 
Concern or if the audited financial statements included one or more significant 
deficiencies, material weaknesses, other findings

New requirement under North Carolina Administrative Code for governing bodies to:
• Submit a response to the LGC if there are Financial Performance Indicators of Concern 

Financial performance Indicators of Concern or if the audited financial statements 
included one or more significant deficiencies, material weaknesses, other findings

Identifying Financial Concerns
Why are Financial Performance Indicators Important?
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Under 20 NCAC 03 .0502, the auditor must present the audited 
financial statements to the governing body 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 LGC. 

Identifying Financial ConcernsIdentifying Financial Concerns
Reporting Financial Performance Indicators to the Governing Body

http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0502.pdf
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The auditor's presentation to the governing body or audit committee must 
include:
(A) the description of each finding, including all material weaknesses and 
significant deficiencies and any other issues related to the internal controls or 
fiscal health of the unit; 
(B) the status of the prior year audit findings;

Identifying Financial Concerns
Reporting Financial Performance Indicators to the Governing Body
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(C) the values of Financial Performance Indicators based on information 
presented in the audited financial statements; and
(D) notification to the governing body that the governing body shall develop a 
"Response to the Auditor's Findings, Recommendations, and Fiscal Matters," if 
Financial performance Indicators of Concern are identified or if the audited 
financial statements included one or more significant deficiencies, material 
weaknesses, other findings. 

Identifying Financial ConcernsIdentifying Financial Concerns
Reporting Financial Performance Indicators to the Governing Body
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To obtain “(C) the values of 
Financial Performance 
Indicators based on 
information presented in the 
audited financial statements,” 
simply print the “Financial 
Indicators to Print” tab for 
easy presentation to the 
governing body

Identifying Financial ConcernsIdentifying Financial Concerns
Reporting Financial Performance Indicators to the Governing Body
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If a governing board is notified by its auditor that either:
• Financial performance Indicators of Concern were identified 

or 
• The audited financial statements included one or more significant 

deficiencies, material weaknesses, other findings
Then the governing body must develop a "Response to the Auditor's Findings, 
Recommendations, and Fiscal Matters” 

Identifying Financial ConcernsIdentifying Financial Concerns
Response by the Governing Body
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Under 20 NCAC 03 .0508, if a "Response to the Auditor's Findings, 
Recommendations, and Fiscal Matters” is required, it must:

• Be signed by a majority of the members of the governing body 
• Be submitted to the LGC within 60 days of the auditor's presentation
• Address each significant deficiency, material weakness and other audit finding 
• Provide a plan to address each Financial Performance Indicator of Concern

**Use the link above to read the full text of the rule in North Carolina Administrative Code and for the specific 
requirements of the governing body’s response**

Identifying Financial ConcernsIdentifying Financial Concerns
Response by the Governing Body

http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0508.pdf
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Identifying Financial ConcernsIdentifying Financial Concerns
Response by the Governing Body

LGC staff is developing a webpage to provide information and guidance regarding 
governing body responses.

The webpage will provide links to resources, sample response text, and other 
guidance that will be helpful to governing bodies in developing and submitting 
their responses.

Availability of the webpage will be announced via the LGC Staff Blog. Please be 
sure to visit the blog and sign up to receive alerts whenever new information is 
posted.

https://www.nctreasurer.com/state-and-local-government-finance-division/local-government-commission/balance-sheet


State and Local Government Finance Division

Summary of Changes to the Audit Process for 2021

1) Audit reports, data input workbooks, and auditor communications will 
be submitted using the new LGC File Transfer Portal.

2) LGC Staff will no longer issue unit letters.
3) Financial concerns will be identified through Financial Performance 

Indicators, which auditors must report to the governing body.
4) If Financial Performance Indicators of Concern are identified, governing 

bodies must submit a response to the LGC.
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For More Information

Contact us at (919) 814-4300 or SLGFD@nctreasurer.com

Visit the LGC website at NC Treasurer: Local Government Commission

Browse our blog and sign up for alerts at NC Treasurer: The Balance Sheet

Refer to North Carolina Administrative Code for the LGC and these specific 
rules: 20 NCAC 03 .0502 and 20 NCAC 03 .0508

mailto:SLGFD@nctreasurer.com
https://www.nctreasurer.com/state-and-local-government-finance-division/local-government-commission
https://www.nctreasurer.com/state-and-local-government-finance-division/local-government-commission/balance-sheet
http://reports.oah.state.nc.us/ncac.asp?folderName=%5CTitle%2020%20-%20State%20Treasurer%5CChapter%2003%20-%20Local%20Government%20Commission
http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0502.pdf
http://reports.oah.state.nc.us/ncac/title%2020%20-%20state%20treasurer/chapter%2003%20-%20local%20government%20commission/20%20ncac%2003%20.0508.pdf
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