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Independent Auditor’s Report on Compliance and

on Internal Control Over Financial Reporting Based
On An Audit Of Financial Statements Performed In
Accordance With Government Auditing Standards

To th%a Board of Allegany
County Commissioners

We have audited the general purpose financial statements of Allegany County, Maryland as of
and fci>r the year ended June 30, 1999, and have issued our report thereon dated October 28, 1999.

Our report was modified to refer to the reports of other auditors. We conducted our audit in
accordance with generally accepted auditing standards and the standards applicable to financial
audlts contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance

As pa'rt of obtaining reasonable assurance about whether Allegany County, Maryland’s general
purpose financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance
with Wthh could have a direct and material effect on the determination of financial statement
amoupts 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 that are required to be reported under Government
Auditing Standards.

Internal Control Over Financial Reporting
!

|

In planning and performing our audit, we considered Allegany County, Maryland’s internal
control over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the general purpose financial statements and not to provide assurance
on the internal control over financial reporting. Our consideration of the internal control over
ﬁnancml reporting would not necessarily disclose all matters in the internal control over financial
reportmg that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements in amounts that would be material in relation to
the general purpose financial statements being audited may occur and may not be detected within
a timely period by employees in the normal course of performing their assigned functions. We
noted:no matters involving the internal control over financial reporting and its operation that we
consider to be material weaknesses.
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This !report is intended for the information of the Board of Commissioners of Allegany County,
Maryland, management and federal awarding agencies and pass-through entities. However, this
report is 2 matter of public record and its distribution is not limited.

Dl bl ol i, DA

Octo:ber 28, 1999
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| Independent Auditor’s Report on Compliance
‘ , ' with Requirements Applicable to Each
. _ Major Program and Internal Control Over
] Compliance in Accordance with OMB Circular A-133

To the Board of Allegany
Coﬁnty Commissioners

Comg; liance

We have audited the compliance of Allegany County, Maryland with the types of compliance
requi'rements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Com;laliance Supplement that are applicable to each of its major federal programs for the year
endec? June 30, 1999. Allegany County, Maryland’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 Allegany County, Maryland’s
management. Our responsibility is to express an opinion on Allegany County, Maryland’s
compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards;
the st'andards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; OMB Circular A-133, Audits of States, Local
Govemments and Non-Profit Organizations. Those standards and OMB Circular A-133 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 Allegany County, Maryland’s: compliance with those requirements and
perfoxl'ming 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 of Allegany County, Maryland’s compliance with those requirements.

As described in item 99-1 in the accompanying schedule of finding and questioned costs,
Allegany County, Maryland did not comply with requirements regarding subrecipient monitoring
that are applicable to its TANF Grants. Compliance with such requirements is necessary, in our
oplmon for Allegany County, Maryland to comply with requirements applicable to that program.

In our opinion, except for the noncompliance described in the preceding paragraph, Allegany
County, Maryland 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, 1999.
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Interhal Control Over Compliance

The management of Allegany County, Maryland is responsible for establishing and maintaining
effective internal control over compliance with the requirements of laws, regulations, contracts
and érmm applicable to federal programs. In planning and performing our audit, we considered
Allegany County, Maryland’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 the
internal control over compliance in accordance with OMB Circular A-133.

We noted certain matters involving the internal control over compliance and its operation that we
consi;der to be reportable conditions. Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of the internal control over
compliance that, in our judgment, could adversely affect Allegany County, Maryland’s ability to
administer a major federal program in accordance with the applicable requirements of laws,
regulations, contracts, and grants. Reportable conditions are described in the accompanying
schedule of findings and questioned costs as item 99-1.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that noncompliance
with‘the applicable requirements of laws, regulations, contracts, and grants that would be
mate;rial in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
Our consideration of the internal control over compliance would not necessarily disclose all
mattt‘lars in the internal control that might be reportable conditions, and accordingly, would not
necessarily disclose all reportable conditions that-are also considered to be material weaknesses.
We ﬂelieve that the reportable condition described above is a material weakness.

Sche!dule of Expenditures of Federal Awards

We 1:1ave audited the general purpose financial statements of Allegany County, Maryland as of
and for the year ended June 30, 1999, and have issued our report thereon dated October 28, 1999.
Our audit was performed for the purpose of forming an opinion on the general purpose financial
staterlnents taken as a whole. The accompanying schedule of expenditures of federal awards is
presented for the purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the general purpose financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the general purpose financial statements and, in
our gpinion, is fairly stated, in all material respects, in relation to the general purpose financial
statements taken as a whole.

This report is intended for the information of the Board of Commissioners of Allegany County,
Marytrland, management and federal awarding agencies and pass-through entities. However, this
report is a matter of public record and its distribution is not limited.

D elonneySVomaleslls fAovsoatin, T,
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Note

1.

ALLEGANY COUNTY, MARYLAND

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

JUNE 30, 1999

Summary of Significant Accounting Policies

Basis of Presentation

This schedule has been prepared on the modified accrual basis of accounting in
accordance with generally accepted accounting principles in order to facilitate
comparability to the County’s general purpose financial statements prepared on
the same basis of accounting.

The accompanying Schedule of Expenditures of Federal Awards includes all
financial activity of Allegany County Component Unit only. The General
Purpose Financial Statements for the Allegany County Reporting Entity include
the following component units in accordance with Govemnmental Accounting
Standards Board (“GASB”) Statement 14 who are responsible for administering
their own Federal programs and submitting their own Single Audit reports, if
necessary.

Allegany County Board of Education
Allegany County Library System
Allegany College of Maryland
LaVale Sanitary Commission

Beginning and Ending Balances

The beginning and ending balances in the accompanying schedule of expenditures
of federal awards represent project and/or fund balances at July 1, 1998 and June
30, 1999, respectively. As a result of preparing the accompanying Schedule of
Expenditures of Federal Awards on the modified accrual basis, timing differences
between program receipts and reimbursements and expenditures have been
eliminated. Beginning and ending fund balances agree with or reconcile to the
County’s general purpose financial statements.

Other Financing Sources and Uses

The amounts shown as other financing sources in the accompanying Schedule of
Expenditures of Federal Awards represent non-Federal revenue such as State
grants, local matches, interfund operating transfers-in, and proceeds of issuances
of long-term debt. The amounts shown as other financing uses represent interfund
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ALLEGANY COUNTY, MARYLAND
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 1999

Note 1. Summary of Significant Accounting Policies — continued
operating transfers-out. This manner of presentation was used to segregate the
"above mentioned items from Federal revenues and expenditures and report
financial activity on a basis consistent with the general purpose financial
statements.

Note|2. Oversight Agency . :
The United States Department of Health and Human Services has been designated

oversight audit agency for Allegany County, Maryland.
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ALLEGANY COUNTY, MARYLAND
SCHEDULE OF FINDINGS ANS QUESTIONED COSTS
YEAR ENDED JUNE 30, 1999

SUMMARY OF AUDIT RESULTS

1.

The auditor’s report expresses an unqualified opinion on the general purpose

- financial statements of Allegany County, Maryland.

No reportable conditions relating to the general purpose financial statements of
Allegany County, Maryland are reported in the Independent Auditor’s Report
on Compliance and Internal Control over Financial Reporting.

No instances of noncompliance material to the general purpose financial
statements of Allegany County, Maryland were disclosed during the audit.

One reportable condition relating to the audit of major federal award programs

is reported in the Independent Auditor’s Report on Compliance with

Requirements Applicable to Each Major Program and Internal Control Over
Compliance. This condition is considered a material weakness.

The auditor’s report on compliance for the major federal award programs for
Allegany County, Maryland expresses a qualified opinion.

The audit finding relative to the major federal award programs for Allegany
County, Maryland is reported in Part C of this Schedule.

The programs tested as major programs include:

Farmers Home Administration 10.770
Economic Development Administration 11.300
Section § 14.856
TANF Grants 93.558
Medicare 93.773-4
Medicaid 93,778

The threshold for distinguishing Types A and B programs was $359,000.

Allegany County, Maryland was determined to be a low-risk auditee.

14



ALLEGANY COUNTY, MARYLAND

YEAR ENDED JUNE 30, 1999

B. FINDINGS - FINANCIAL STATEMENT AUDIT

None

AUDIT

 Reference Number 99-1

. U.S. Department of Health and Human Services
Administration For Children and Families
Temporary Assistance For Needy Families

' CFDA Number 93.558

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS

Questioned
: Finding Costs
Condition and Criteria: The County failed to provide all subrecipients the CFDA title and None

number, award name and number, and award year. The County also failed to advise the
subrecrplents of the requirements imposed on them by federal laws, regulations, and the
provisions of contracts or grant agreements. Additionally, the County failed to maintain
adequate internal control over the subrecipients’ compliance with the applicable federal laws,
regulflztions, and the provisions of contracts or grant agreements.

Effect: Subrecipients may be unaware of the fact that they are receiving federal award
money or that they may require a single audit. In addition, the subrecipients may not be in
compliance with the applicable federal laws, regulations and the provisions of contracts or
grant agreements. ‘

Causé: The County’s internal controls do not contain procedures to disclose information to
subrecnplents nor do they contain proper procedures to monitor subrecipients in accordance
with OMB Circular A-133.

Auditor’s Recommendation: We recommend the County update its internal controls over
subretipients to include procedures to disclose to subrecipients the information required by
OMB! Circular A-133. We also recommend that County personnel review OMB Circular A-
133 for required monitoring procedures and other pass-through entity responsibilities.

Grantee Response:  Allegany County agrees with the finding and has implemented
procedures to provide subrecipients of the U.S, Department of Health and Human Services’
Temporary Assistance for Needy Families grant (CFDA #93.558) with CFDA titles and
numbers, award name and numbers, and award year. The procedures provide for advising
all subrecipients of requirements imposed by the grant agreements and will put into place a
system to monitor compliance with all those requirements. '
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ALLEGANY COUNTY, MARYLAND
SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 1999

There were no prior audit findings
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