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REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT
AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133 AND STATE OMB CIRCULAR 04-04

Honorable County Executive and Members
of the Board of Chosen Freeholders
County of Atlantic, New Jersey

Compliance -

We have audited the compliance of the County of Atlantic, New Jersey ("County") with the
types of compliance requirements described in the U.S. Office of Management and Budget
("OMB") Circular A-133 Compliance Supplement, the New Jersey Compliance Manual State
Grants Compliance Supplement and New Jersey OMB Circular 04-04 that could have a direct
and material effect on each of the Countys major federal and state programs for the year
ended December 31, 2010. The County's major federal and state programs are identified in the
Summary of Audltors 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 and state programs is the responsibility of the
County's management. QOur responsibility is to express an opinicn on the 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;
OMB Circular A-133, Audits_of State, Local Governments, and Nonprofit Organizations, State
OMB Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State Grants and
State Aid; and the audit requirements as prescribed by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey (“Division”). Those
standards, OMB Circular A-133 and State OMB Circular 04-04 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 couid have a direct and material effect on a
major federal or state program occurred. An audit inciudes examining, on a test basis,
evidence about the 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 prowde a legal determination
on the County's compliance with those requirements.
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In our opinion, the County complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal and
state programs for the year ended December 31, 2010. '

Internal Control over Compliance

Management of the County is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal and state programs. in planning and performing our audit, we considered
the County's internal control over compliance with the requirements that could have a direct and
material effect on a major federal or state program to determine the auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133 and State OMB Circular 04-04, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the County’s internal control
" over compliance. '

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal or state program on a timely basis. A material weakness
in internal contro! over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance .
with a type of compliance requirement of a federal or state program will not be prevented, or
detected and corrected, on a timely basis. '

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be deficiencies, 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.

-Schedule of Expenditures of Federal Awards and State Financiat Assistance

We have audited 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 the County as of and for the year ended December 31,
2010, and have issued our report thereon dated June 6, 2011. Our audit was performed for the
purpose of forming our opinions on the financial statements that collectively comprise the
County’s basic financial statements. The accompanying Schedules of Expenditures of Federal
Awards and State Financial Assistance are presented for purposes of additional analysis as
required by OMB Circular A-133 and State OMB Circular 04-04 and are not a required part of
the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinicn, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.
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This report is intended solely for the information and use of the County of Atlantic’s
management, and Freeholders, others within the organization, the Division, 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.

Hutching, Favil, Meyer & Allioon, 7. A

independent Auditors

Copos T L]

27 Eugene M. Farrell
Registered Municipal Accountant
(#409)

June 6, 2011
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COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO SCHEDULES OF FEDERAL FINANCIAL AWARDS
AND STATE FINANCIAL ASSISTANCE

Year ended December 31, 2010

1. QOrganization and Basis of Presentation

QOrganization

The County of Atlantic, New Jersey ("County") is the prime sponsor and recipient of various
federal and state grant funds. The County has delegated the administration of grant
programs and the reporting function to various departments within the County. Substantially
all grant and program cash funds are commingled with the County's other funds, although
each grant is accounted for separately within the County's financial records. The
Treasurer's Office of the County performs accounting functions for ali grants.

Basis of Accounting

The County of Atlantic federal and state grants are presented within the County’s overall
financial statements on the basis of accounting prescribed by the State of New Jersey,
Department of Community Affairs, Division of Local Government Services, which is a
comprehensive basis of accounting other than accounting principles generally accepted in
the United States of America.

Modifications of the accrual basis foliow:

a) Expenditures are recorded on the Schedules of Financial Assistance as
encumbered.

b) Prepaid expenditures are not recorded.

c) Obligations for employees’ vested vacation and sick leave are recorded as
expenditures when paid.

d) Revenues are recorded on the Schedules of Financial Assistance when
anticipated in the Budget.

e) Property and equipment purchased are recorded as expenditures at the time
of purchase and are not capitalized.

Local Contributions

Local matching contributions are required by certain grants either in cash or in-kind. In-kind
costs are determined based on percentages obtained from an indirect cost study purchased
by the County from an outside consultant (See Note 2). The study discloses an in-depth
analysi$ of departmental costs. The percentages are then applied to certain direct costs to
determine the appropriate in-kind amount, accordingly.



COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO SCHEDULES OF FEDERAL FINANCIAL AWARDS
AND STATE FINANCIAL ASSISTANCE

Year ended December 31, 2010

2. Relationship to General Purpose Financial Staiements

Amounts reported in the Schedules of Federal Financial Awards and State Financial
Assistance do not agree with amounts in the County’s financial statements. Financial
assistance revenue and expenditures are reported in the County's financial statements on
the basis of accounting prescribed by the State of New Jersey, Department of Community
Affairs, Divisioh of Local Government Services.

Expenditures

Grant Appropriation Reserves o $ 36,938,290.86
Less: Private Foundations 30,3986.72

36,907,894.14

Capital Transportation Interest 17,981.16
Public Health Grant Expenditure 2,126,891.75
Federal and State Financial Assistance 39,052,767.05
3 Indirect Costs

To facilitate equitable distribution of common purpose costs benefiting more than one grant
or program, the County negotiated a County-wide indirect cost allocation plan with its
cognizant federal agency, the U.S. Department of Health and Human Services.

- 4, Commitments and Contingencies

Each of the grantor agencies reserves the right to conduct additional audits of the County's
grant programs for economy, efficiency and program results.  However, County
management does not believe such audits would result in material amounts of disallowed
costs.

Also, any findings and questioned costs noted may be subject to disaliowance by grantor
agencies. '

The County has entered into various contracts with sub-recipients and other contractors to
perform services or provide goods in the effort to administer such grants. Thus, the County
has commitments to meet the various conditions of such contracts.




COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO SCHEDULES OF FEDERAL FINANCIAL AWARDS
AND STATE FINANCIAL ASSISTANCE

Year ended December 31, 2010

5, Public Assistance Granis

The County is the recipient of the following 2010 assistance grant which has been audited
separately by the State of New Jersey and is not included in the Schedules of Awards
contained in this report:

Grant Program

Publiic Assistance

The operations of the County Welfare Department include state aid received from the
Department of Human Services, which is subject to audit only by the state representatives
and, accordingly, the County Welfare Department grants are not included in the
accompanying Schedule of Awards.

6. Sub-Recipients

The County has engaged various sub-recipients to administer a number of Federal and
State Aid Programs.



SCHEDULE OF FINDINGS AND QUESTIONED COSTS




Page 1 of 2
COUNTY OF ATLANTIC, NEW JERSEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended December 31, 2010

Part 1 - Summary of Auditor's Results

Financial Statement Section

A} Type of auditor's report issued: Unqualified

B) Internal control over financial reporting:

1) Material weakness(es) identified? Yes X No

2) Significant deficiency (ies) identified that
are not considered to be material weaknesses? Yes X No

C) Noncompliance material to financial statements noted? Yes X __No

Federal Awards Section
D) Internal control over compliance:

1) Material weakness(es) identified? Yes X No

2) Significant deficiency (ies) identified that
are not considered to be material weaknesses? Yes X No

E) Type of auditor's report issued on compliance for major programs? Unqualified

F) Any audit findings disclosed that are required to be reported
in accordance with OMB Circular A-133 {Section .510(a))? Yes X No

G) Identification of major programs:

CFDA Number{s)

93.044,93.045 Area Plan Grant
14.239 Home Invesiment Partnership Grant FY10
14.218 Community Development Block Grant FY10

H) Dollarthreshold used to distinguish between Type. A ‘
~and Type B programs? $300,000.00

Y Auditee qualified as low-risk auditee? X Yes No
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COUNTY OF ATLANTIC, NEW JERSEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year ended December 31, 2010

Part 1 - Summary of Audifor's Results

State Awards Section

J)

N)

0)

Internal control over compliance:;
1) Material weakness(es) identified?

2) Significant deficiency (ies) identified that
are not considered to be material weaknesses?

Type of auditor's report issued on compliance for major programs?

Any audit findings disclosed that are required to be reported
in accordance with NJ OMB Circular 04-047

Identification of major programs:

GMIS Number(s)

10-DT-BLA-546

Yes X No

Yes X No
Ungualified

Yes X No

Name of State Program

Airport Circle Aid

8320-480-078-AJ7-TCAP-8010

Capital Transportation ATP FY08

Dollar threshold used to distinguish between Type A
and Type B programs?

Auditee qualified as fow-risk auditee?

$300,000.00

X Yes No



COUNTY OF ATLANTIC, NEW JERSEY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONT'D)

Year ended December 31, 2010

Part 2 - Schedule of Financial Statement Findings

This Section identifies the reportable co‘nditions, material weaknesses, and instances of
noncompliance related to the financial statements that are required to be reported in
accordance with Chapter 5.18 of Government Auditing Standards.

None noted.




COU.NTY OF ATLANTIC, NEW JERSEY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONT'D)

Year ended December 31, 2010

Part 3 - Schedule of Federal and State Award Findings and Questioned Costs

This Section identifies the reportable conditions, material weaknesses, and instances of
noncompliance, including questioned costs, related to the audit of major federal and state
programs, as required by OMB Circular A-133 and New Jersey OMB Circular 04-04. '

None noted.



STATUS OF PRIOR YEAR'S FINANCIAL STATEMENT FINDINGS




COUNTY OF ATLANTIC, NEW JERSEY

SUMMARY SCHEDULE OF PRIOR-YEAR FINDINGS
AND QUESTIONED COSTS AS PREPARED BY MANAGEMENT

Year ended December 31, 2010

This section identifies the status of prior-year findings related to the financial statements
and federal and state awards that are required to be reported in accordance with
Chapter 6.12 of Government Auditing Standards, U.S. OMB Circular A-133 (Sectlon
.315 (a)(b) and New Jersey OMB Circular 04-04.

No prior-year findings.



