


REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Dare County, North Carolina’s financial statements are
free of material misstatement, we performed tests on its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no

instances of noncompliance and other matters that are required to be reported under Govermment Auditing
Standards.

This report is intended solely for the information and use of the audit commitiee, management, others within the
organization, members of the County Commissioners, and federal and State awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specific parties.

Potter & Company, P.A.

December 5, 2008
Mqoresville, North Carolina
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POTTER & COMPANY, PA.

CERTIFIED FUBLIC ACCOUNTANTS

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR FEDERAL
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133 AND THE STATE SINGLE AUDIT IMPLEMENTATION ACT

To the Board of County Commissioners
Dare County, North Carolina

Compliance

We have audited the compliance of Dare County, North Carolina with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement and the
Audit Manual for Governmental Auditors in North Caroling, issued by the Local Government Commission, that are
applicable to each of its major federal programs for the year ended June 30, 2008. Dare County’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of
its major federal programs is the responsibility of Dare County’s management. Our responsibility is to express an
opinion on Dare County’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and, OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, and the State Single Audit Iimplementation Act. Those standards, OMB Circular A-
133, and the State Single Audit Implementation Act require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Dare County’s compliance with those requirements and performing such other procedures, as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determination on Dare County’s compliance with those requirements.

In our opinion, Dare County complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2008,

Internal Control Over Compliance

The management of Dare County is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and prants applicable to federal programs. In
planning and performing our audit, we considered Dare County’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of the County’s internal
control over compliance.
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REPORT ON COMPLIANCE WITH REQUIREMENT APPLICABLE TO EACH MAJOR FEDERAL
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133 AND THE STATE SINGLE AUDIT IMPLEMENTATION ACT

A contral deficiency in an entity’s internal control over compliance exists when the desi gn or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to prevent
or detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies that adversely affects the
entity’s ability to administer a federal program such that there is more than a remote likelihood that noncompliance
with a type of compliance requirement of a federal program that is more than inconsequential will not be prevented
or detected by the County’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that material noncompliance with a type of compliance requirement of a federal program will
not be prevented or detected by the County’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the audit committee, management, and others within
the organization, members of County Commissioners, and federal and State awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified parties.

Potter & Company, P.A.

December 3, 2008
Mooresville, North Carolina
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POTTER & COMPANY, PA.

CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR STATE
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
APPLICABLE SECTIONS OF OMB CIRCULAR A-133 AND
THE STATE SINGLE AUDIT IMPLEMENTATION ACT

To the Board of County Commissioners
Dare County, North Carolina

Compliance

We have audited the compliance of Dare County, North Carolina with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement and the
Audit Manual for Governmental Auditors in North Carolina, issued by the Local Government Commission, that are
applicable to each of its major State programs for the year ended June 30, 2008. Dare County’s major Slate
programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of
its major State programs is the responsibility of Dare County’s management. Qur responsibility is fo express an
opinion on Dare County’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Govermnent Auditing Standardy, issued
by the Comptroller General of the United States; and, OMB Circular A-133, Audits of States. Local Governmenis,
and Non-Prafit Organizations, and the State Single Audit Implementation Act. Those standards, OMB Circular A-
133, and the State Single Audit Implementation Act, require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major State program occurred. An audit includes examiming, on a test basis,
evidence about Dare County’s compliance with those requirements and performing such other procedures, as we
considered necessary in the circumstances, We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determination on Dare County’s compliance with those requirements.

In our opinion, Dare County complied, in all material respects, with the requirements referred to above that are
applicable to each of its major State programs for the year ended June 30, 2008.

Internal Control Over Compliance

The management of Dare County is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to State programs. In planning
and performing our audit, we considered Dare County's internal control over compliance with requirements that
could have a direct and material effect on a major State program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the County’s internal control over compliance.
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR STATE
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
APPLICABLE SECTIONS OF OMB CIRCULAR A-133 AND
THE STATE SINGLE AUDIT IMPLEMENTATION ACT

A control deficiency in an entity’s internal control over compliance exists when the design or operation of a control
does not allow management or emplayees, in the normal course of performing their assigned functions, to prevent
or detect noncompliance with a type of compliance requirement of a State program on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies that adversely affects the entity’s ability 1o
administer a State program such that there is more than a remote likelihood that noncampliance with a type ol a
compliance requirement of a State program that is more than inconsequential will not be prevented or detected by
the County’s internal control.

A material weakness 1s a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that material noncompliance with a type of compliance requirement of a State program will not
be prevented or detected by the County’s internal control.

QOur consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined above.

This report is intended for the information and use of the audit committee, management, and others within the
organization, members of the County Commissioners, federal and State awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified parties.

Potter & Company, P.A.

December3, 2008
Mooresville, North Carolina
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Page | of 2
DARE COUNTY, NORTH CAROLINA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended June 30, 2008

Section I. Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: : Unqualified

Internal control over financial reporting:

e  Material wealkness(es) identified? yes _X_no
s Significant Deficiency(ies) identified that are not considered
1o be material weaknesses. yes _ X _none reported
Noncompliance material to financial statements noted. yes _X no
Federal Awards
Internal control over major federal programs:
¢ Material weakness(es) identified? yes _X no
¢ Significant Deficiency(ies) identified that are not considered
to be material weaknesses. yes __X none reported
Noncompliance material to federal awards. yes _X__no

Type of auditors’ report issued on compliance for major federal programs:  Unqualified, for all federal programs.

Any audit findings disclosed that are required to be reported in
accordance with Section 510(a) of Circular A-133. ’ yes _X__no

Identification of major federal programs:

CFDA Numbers Names of Federal Programs or Cluster
93.778 Title XIX — Medicaid
93.575 & .596 Child Care Development Fund Cluster
10.551 & .561 Food Stamp Program
93.767 State Children’s Insurance Program

Dollar threshold used to distinguish between Type A and Type B Programs. $592.240

Auditee qualified as low-risk auditee? ' X __yes no
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DARE COUNTY, NORTH CAROLINA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For The Year Ended June 30, 2008

Section I. Summary of Auditors’ Results - {cont 'd)

State Awards
Internal control over maj or State Programs:
« Material weakness(es) identified?
e  Sipnificant Deficiency(ies) identified that are not considered

to be material weaknesses.

Noncompliance material to State awards.

Type of auditors’ report issued on compliance for major State programs:

Any audit findings disclosed that are required to be reported in
accordance with Section 510 (a) of Circular A-1337

Identification of major State programs:

Program Name

Medical Assistance Program

Child Care Development Cluster
State Children’s Insurance Program
Parks and Recreation Trust Fund

yes _X no
yes _ X none reported

yes _X 1o

Unqualified, for all State programs.

ves _X mo

Section I1. Financial Statement Findings

There were no current year findings.

Section ITI. Federal Award Findings and Questioned Costs

There were no current year findings.

Section V. State Awards Findings and Questioned Costs

There were no current year findings.
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DARE COUNTY, NORTH CAROLINA
CORRECTIVE ACTION PLAN
For The Year Ended June 30, 2008

II. Financial Statement Findings

None reported.

III. Federal Award Findings and Questioned Costs

None reported.

IV. State Award Findings and Questioned Costs

None reported.
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DARE COUNTY, NORTH CAROLINA
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
For The Year Ended June 30, 2008

None — no prior year audit findings.

178



DARE COUNTY, NORTH CAROLINA
Schedule of Expenditures of Federal and State Awards
For the Year Ended June 30, 2008

Grantor Agency/Major Subdivision State/ Federal
Pass-through Grantor(s Federal Pass-through (Direct and
Cluster CFDA Grantor's Pass-through) State Local
Program Title Number Number Expenditures Expenditures Expenditures
Federal Awards:
U.S. Department of Agriculture
Food and Nutrition Service
N.C. Department of Health and Human Services
Division of Public Health
Special Supplemental Food Program for Women, Infants, & Children 10.557 Direct Benefit Payments $ 555,665 $ - $ -
Special Supplemental Food Program for Women, Infants, & Children 10.557 108,379 - 30,172
Division of Social Services
Food Stamp Program Cluster:
Food Stamp Program - Noncash Program 10.551 Direct Benefit Payments 1,451,471 - -
Food Stamp Program 10.561 205,059 - 205,651
Total Food Stamp Program Cluster 1,656,530 - 205,651
Total U.S. Department of Agriculture 2,320,574 - 235,823
U.S. Department of Commerce
National Oceanic and Atmospheric Administration
N.C. Department of Environment and Natural Resources
Division of Coastal Management
CAMA Minor Permit Program 11.419 3,725 3,725 -
Total U.S. Department of Commerce 3,725 3,725 -
U.S. Department of Health and Human Services
Administration on Aging
N.C. Department of Health and Human Services
Albemarle Commission
Aging Cluster:
Special Programs for the Aging Title Ill B 93.044 119,241 - 3,269
Special Programs for the Aging Title Ill D 93.043 960 - 107
Total Aging Cluster 120,201 - 3,376
Administration for Children and Families
N.C. Department of Health and Human Services
Subsidized Child Care: Note 3
Child Care Development Fund Cluster:
Division of Child Development
Child Care and Development Fund - Discretionary 93.575 536147 185,264 - -
Child Care and Development Fund - Mandatory 93.596 536145 117,824 - -
Child Care and Development Fund - Match 93.596 536148/536149 196,639 109,893 -
Division of Social Services
Child Care Mandatory & Matching Funds 93.596 61,832 - -
Total Child Care Development Fund Cluster 561,559 109,893 -
Division of Child Development
Social Services Block Grant 93.667 536141 21,540 - -
Temporary Assistance for Needy Families 93.558 536150 201,539 - -
Smart Start 536142 (40) - 25,275 -
More at Four State Funding 536142 (M4) - 144,154
Temporary Assistance to Needy Families - MOE 536142 (T6) / 536146 - 144,464 -
Total Subsidized Child Care Note 3 784,638 423,786 -
Division of Public Health
Social Service Block Grant 93.667 9,916 - 160,630
Temporary Assistance for Needy Families 93.558 2,063 - 13,248
Division of Social Services
Temporary Assistance to Needy Families 93.558 Direct Benefit Payments 121,939 - -
Temporary Assistance to Needy Families 93.558 454,888 137 -
Low Income Home Energy Assistance 93.568 Direct Benefit Payments 17,543 - -
Low Income Home Energy Assistance 93.568 52,487 - -
Adoption Assistance 93.659 Direct Benefit Payments 55,161 15,404 15,404
Child Welfare Services 93.645 3,961 23,741 786
Social Services Block Grant 93.667 100,558 7,237 21,740
Independent Living 93.674 18,619 3,721 857
Foster Care and Adoption Cluster:
Foster Care Title IV E 93.658 196,488 43,367 150,037
Total Foster Care and Adoption Cluster 196,488 43,367 150,037
Centers for Disease Control & Prevention
N.C. Department of Health and Human Services
Division of Public Health
Bioterrorism Grant 93.283 51,940 - 12,612
Prevention, Investigations and Technical Assistance 93.283 16,290 13,570 9,172
Statewide Health Promotion Program 93.991 13,348 6,445 57,668
Health Care Financing Administration
N.C. Department of Health and Human Services
Division of Medical Assistance
Medical Assistance Program 93.778 Direct Benefit Payments 13,523,662 6,788,674 906,373
Division of Social Services
State Children's Insurance Program 93.767 59,357 1,922 17,957
Medical Assistance Program 93.778 721,160 44,873 647,299
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DARE COUNTY, NORTH CAROLINA
Schedule of Expenditures of Federal and State Awards
For the Year Ended June 30, 2008

Grantor Agency/Major Subdivision
Pass-through Grantor(s

Cluster
Program Title

Federal
CFDA
Number

State/
Pass-through
Grantor's
Number

Federal
(Direct and
Pass-through)
Expenditures

State
Expenditures

Local
Expenditures

Health Resources and Services Administration
N.C. Department of Health and Human Services
Division of Public Health
Immunization Program/Aid to County Funding
Maternal and Child Health Services Block Grant

Office of the Secretary
N.C. Department of Health and Human Services
Division of Public Health

Family Planning Services
Total U.S. Department of Health and Human Services

U.S. Department of Homeland Security
Federal Emergency Management Agency
N.C. Department of Crime Control and Public Safety
Division of Emergency Management
Hazard Mitigation Grant Program
Hazard Mitigation Grant Program
Emergency Management Performance EMPG Grant
Homeland Security Cluster:
2007 Homeland Security Grant Program
Total Homeland Security Cluster

United Way of America
Emergency Food and Shelter
Total U.S. Department of Homeland Security

U.S. Department of Justice
Office of Justice Programs
Bulletproof Vest Partnership Program
2007 State Criminal Alien Assistance Program (SCAAP)
Total U.S. Department of Justice

U.S. Department of the Interior
Geological Survey
N.C. Department of Environment and Natural Resources
Center for Geographic Information and Analysis
Orthophoto Aerial Imagery
Total U.S. Department of the Interior

U.S. Department of Transportation
Federal Highway Administration
N.C. Department of Transportation
Public Transportation Division
Public Transportation for Nonurbanized Areas
Community Transportation Program-Capital
Total U.S. Department of Transportation

State Awards:
N.C. Department of Administration
Division of Veterans Affairs
County Veterans Service Program
Total N.C. Department of Administration

N.C. Department of Commerce
Division of Community Assistance
Community Development Block Grant Program
Scattered Site Housing Project
Total N.C. Department of Commerce

N.C. Department of Environment and Natural Resources
Division of Environmental Health
Environmental Health
Food and Lodging Fees

Division of Parks and Recreation
Parks & Recreation Trust Fund

Division of Soil & Water Conservation
District Matching (General Expense) Funds
Technical Assistance Funds

Division of Water Resources
Bowsertown Ditch Dredging
Replacement of the Breakwater at Stumpy Point Harbor Canal

Total N.C. Department of Environment and Natural Resources

N.C. Department of Health and Human Services
Division of Aging and Adult Services
General Purpose Funding for Senior Centers
Senior Center Outreach

Division of Child Development
Dare County Children & Youth Partnership
Smart Start

93.268
93.994

93.217

97.039
97.039
97.042

97.067

97.024

16.607
16.606

15.808

20.509
20.509

HMGP-1490-0014
HMGP-1608-0002
EMPG-2007-37055

2007-AP-BX-0127

06ERAG0074

WBS:36233.33.9.1
WBS:36233.33.9.3

4751
4752

201

180

Note 2

7,976
16,483

44,738

12,364

418,328
728,871

287,299

16,393,416

7,385,241

3,451,657

717,802
69
37,232

20,596

237,358

263,470

20,596

237,358

263,470

7,499

783,198

237,358

263,470

2,665
23,635

2,664

26,300

2,664

16,237

209,610

16,237

209,610

88,317
109,573

5,520
13,696

16,559
17,830

197,890

19,216

34,389

2,000

58,518

2,000

58,518

182

182

6,000
15,998

500,000

4,000
23,717

34,640
86,284

385,701
264,660

535,580

3,470
23,716

8,660
28,444

670,639

1,250,231

5,267
654

122,834

1,756
218
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DARE COUNTY, NORTH CAROLINA
Schedule of Expenditures of Federal and State Awards
For the Year Ended June 30, 2008

Grantor Agency/Major Subdivision
Pass-through Grantor(s

Cluster
Program Title

State/
Federal Pass-through
CFDA Grantor's
Number Number

Federal
(Direct and
Pass-through)
Expenditures

State

Expenditures

Local
Expenditures

Division of Public Health
General Aid to County
Minority Health
Interpreter Services
Communicable Disease
HIV/STD State
Tuberculosis
Tuberculosis Medical Services
Women's Preventative Health
Healthy Carolianians Partnership Support

Division of Social Services
Child Welfare Services
SC/SA Domiciliary Care
Smart Start
State Foster Home
State Appropriations
Total N.C. Department of Health & Human Services

N.C. Department of Insurance
Seniors' Health Insurance Information Program
Total N.C. Department of Insurance

N.C. Department of Juvenile Justice and Delinquency Prevention
Intervention/Prevention Division
Governor's One-on-One Volunteer Program
Juvenile Crime Prevention Council Certification
Juvenile Crime Prevention Council Restitution
Juvenile Crime Prevention Council Substance Abuse Family Education (SAFE)
Juvenile Crime Prevention Council SAFE Systems
Total N.C. Department of Juvenile Justice and Delinquency Prevention

Public Transportation Division
Elderly and Disabled Transportation Assistance Program
Rural General Public Program
Work First Transitional/Employment Transportation Assistance Program
Total N.C. Department of Transportation

N.C. Office of the Governor
Budget and Management
Public School Capital Building Funds
Education Lottery Funds
Total N.C. Office of the Governor

N.C. Rural Center
Unsewered Communities Program-Phase |
Total N.C. Rural Center

N.C. State Board of Elections
State County Board of Elections
2008 Special Help America Vote Act (HAVA)
Total N.C. State Board of Elections
Total federal and State awards

Notes to the preceding schedule:

4110
4179
4181
4510
4536
4551
4554
6018/6019
4112

728000
728032
728024
728888

02-68-06

Direct Benefit Payments
Direct Benefit Payments

Note 4

Note 4
Note 4

1) Basis of Presentation: The accompanying schedule of expenditures of federal and State awards includes the federal and State grant activity of
Dare County and is presented on the modified accrual basis of accounting. The information in this schedule is presented in accordance with the

requirements of OMB Circular A-133, Audits of States, Local Governments and Nonprofit Organizations and the State Single Audit Act. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of the general purpose financial statements. Direct
benefit payments are paid directly to recipients and are not included in the County's general purpose financial statements. However, due to the County's

involvement in determining eligibility, they are considered federal and State awards to the County and are included on this schedule.

) The Federal Cognizant Agency for the County is the U.S. Department of Justice.

[©)] The following are clustered by the N.C. Department of Health and Human Services and are treated separately for state audit requirement purposes:
Subsidized Child Care, Foster Care and Adoption, Mental Health Services, Developmental Disability Waiting List Services, Substance Abuse Services,

and Infants and Toddlers with Disabilities.

4) Federal and State awards, included in the schedule, which have been passed through to subrecipients are:

Federal State
CFDA Grant
Subrecipient/Program Number Number
Dare County Board of Education
Juvenile Crime Prevention Council Substance Abuse Family Education (SAFE) 728024
Juvenile Crime Prevention Council SAFE Systems 728888
Dare County Juvenile Crime Prevention Council
Juvenile Crime Prevention Council Certification 728000

181

50,750 283,466
466 -
20,062 26,585
927 15,017
500 8,100
1,539 24,930
540 8,748
7,666 49,230
10,727 62,064
238,445 84,467
170,524 170,524
40,145 -
41,051 116,683
18,167 -
730,264 930,113
5,000 -
5,000 -
33,845 52,587
11,689 -
12,578 -
70,195 -
15,000 -
143,307 52,587
68,820 -
61,140 6,793
8,652 4,275
138,612 11,068
225,000 -
220,000
445,000 -
15,134 11,320
15,134 11,320
4,028 -
4,028 -
$ 19,741,340 $ 9,799,706 $ 6,511,450
Federal State

Expenditures

$ -

$

Expenditures

70,195
15,000

11,689
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