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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 

 

Independent Auditor's Report 

 

 

To the Board of Commissioners 

New Hanover County 

Wilmington, North Carolina 

 

 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to the financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, 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 New Hanover County as of and for the year ended 

June 30, 2013, and the related notes to the financial statements, which collectively comprise New 

Hanover County’s basic financial statements, and have issued our report thereon dated October 31, 2013.  

Our report includes reference to other auditors who audited the financial statements of the New Hanover 

County Regional Medical Center and the New Hanover County Airport Authority, as described in our 

report on the New Hanover County's financial statements.  This report does not include the results of the 

other auditor's testing of internal control over financial reporting or compliance and other matters that are 

reported separately by those auditors.  The financial statements of New Hanover County ABC Board and 

New Hanover County Tourism and Development Authority (discretely presented component units) and 

Airlie Gardens Foundation, Inc., a blended component unit, were not audited in accordance with 

Governmental Auditing Standards. 

 

Internal Control Over Financial Reporting 
  

In planning and performing our audit of the financial statements, we considered New Hanover County’s 

internal control over financial reporting (internal control) to determine the audit procedures that are 

appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, 

but not for the purpose of expressing an opinion on the effectiveness of New Hanover County’s internal 

control.  Accordingly, we do not express an opinion on the effectiveness of the County’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent or 

detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis.  A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 

 



 

 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies and; therefore, material weaknesses or significant deficiencies may 

exist that were not identified.  Given these limitations, during our audit, we did not identify any 

deficiencies in internal control that we consider to be material weaknesses.  However, material 

weaknesses may exist that have not been identified.  We did identify certain deficiencies in internal 

control, described in the accompanying Schedule of Findings, Responses, and Questioned Costs that we 

consider to be significant deficiencies as described in 2013-001 and 2013-002. 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether New Hanover County’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of laws, 

regulations, contracts, and grant agreements, non-compliance 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 instances of non-compliance or other matters that are 

required to be reported under Government Auditing Standards and which are described in the 

accompanying Schedule of Findings, Responses, and Questioned Costs as items 2013-001 and 2013-003. 

 

New Hanover County's Responses to Findings 
 

The New Hanover County's responses to the findings identified in our audit are described in the 

accompanying Schedule of Findings, Responses, and Questioned Costs.  The County's response was not 

subjected to the auditing procedures applied in the audit of the financial statements and; accordingly, we 

express no opinion on them. 

 

Purpose of This Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance.  This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance.  

Accordingly, this communication is not suitable for any other purpose. 

 

 
 

Martin Starnes & Associates, CPAs, P.A. 

Hickory, North Carolina 

October 31, 2013 
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Report On Compliance For Each Major Federal Program; Report On Internal Control Over 

Compliance; And Report On The Schedule of Expenditures Of Federal and State Awards 

Required By OMB Circular A-133; And The State Single Audit Implementation Act 

 

Independent Auditor's Report 

 

 

To the Board of Commissioners 

New Hanover County 

Wilmington, North Carolina 

 

 

Report On Compliance for Each Major Federal Program 

 

We have audited New Hanover County’s compliance with the types of compliance requirements   

described in the OMB Circular A-133 Compliance Supplement and the Audit Manual for Governmental 

Auditors in North Carolina, issued by the Local Government Commission, that could have a direct and 

material effect on each of New Hanover County’s major federal programs for the year ended June 30, 

2013.  New Hanover County’s major federal programs are identified in the summary of auditor’s results 

section of the accompanying Schedule of Findings, Responses, and Questioned Costs. 

 

Management’s Responsibility 

 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and 

grants applicable to its federal programs. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on compliance for each of New Hanover County’s major 

federal programs based on our audit of the types of compliance requirements referred to above.  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 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 

federal program occurred.  An audit includes examining, on a test basis, evidence about New Hanover 

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 on compliance for each major 

federal program.  However, our audit does not provide a legal determination of New Hanover County’s 

compliance. 
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Opinion On Each Major Federal Program 

 

In our opinion, New Hanover County complied, in all material respects, with the types of compliance 

requirements referred to above that could have a direct and material effect on each of its major federal 

programs for the year ended June 30, 2013.   

 

Other Matters 
 

The results of our auditing procedures disclosed an instance of non-compliance, which is required to be 

reported in accordance with OMB Circular A-133 and State Single Audit Implementation Act, and which 

is described in the accompanying Schedule of Findings, Responses, and Questioned Costs as item 2013-

003.  Our opinion on each major federal program is not modified with respect to this matter. 

 

New Hanover County's response to the non-compliance finding identified in our audit is described in the 

accompanying Schedule of Findings, Responses, and Questioned Costs.  New Hanover County's response 

was not subjected to the auditing procedures applied in the audit of compliance and; accordingly, we 

express no opinion on the response. 

 

Report On Internal Control Over Compliance 

 

Management of New Hanover County is responsible for establishing and maintaining effective internal 

control over compliance with the types of compliance requirements referred to above.  In planning and 

performing our audit of compliance, we considered New Hanover County’s internal control over 

compliance with the types of requirements that could have a direct and material effect on a major federal 

program to determine the auditing procedures that are appropriate in the circumstances for the purpose of 

expressing our opinion on compliance for each major federal program and to test and report on internal 

control over compliance in accordance with OMB Circular A-133, 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, non-compliance with a type of compliance requirement of a 

federal program on a timely basis.  A material weakness in internal control over compliance is a 

deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a 

reasonable possibility that material non-compliance with a type of compliance requirement of a federal 

program will not be prevented, or detected and corrected, on a timely basis.  A significant deficiency in 

internal control over compliance is a deficiency, or combination of deficiencies, in internal control over 

compliance with a type of compliance requirement of a federal program that is less severe than a material 

weakness in internal control over compliance, yet important enough to merit attention by those charged 

with governance. 

 

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 material weaknesses or significant deficiencies and; therefore, material 

weaknesses or significant deficiencies may exist that were not identified.  We did not identify any 

deficiencies in internal control over compliance that we consider to be material weaknesses.  However, 

we identified a certain deficiency in internal control over compliance, as described in the accompanying 

Schedule of Findings, Responses, and Questioned Costs as item 2013-003 that we consider to be a 

significant deficiency.  
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New Hanover County's response to the internal control over compliance findings identified in our audit is 

described in the accompanying Schedule of Findings, Responses, and Questioned Costs.  New Hanover 

County's response was not subjected to the auditing procedures applied in the audit of compliance and; 

accordingly, we express no opinion on the response. 

 

The purpose of this report on internal control over compliance is solely to describe the scope of our 

testing of internal control over compliance and the results of that testing based on the requirements of 

OMB Circular A-133.  Accordingly, this report is not suitable for any other purpose. 

 

Report On Schedule of Expenditures of Federal and State Awards Required By OMB Circular A-

133 and the State Single Audit Implementation Act 

 

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 New Hanover County, as of and for the year ended June 30, 2013, and the related notes to 

the financial statements, which collectively comprise New Hanover County's basic financial statements.  

We issued our report thereon dated October 31, 2013, which contained unmodified opinions on those 

financial statements.  Our audit was conducted for the purpose of forming opinions on the financial 

statements that collectively comprise New Hanover County's basic financial statements.  The 

accompanying Schedule of Expenditures of Federal and State Awards is presented for purposes of 

additional analysis as required by OMB Circular A-133 and the State Single Audit Implementation Act 

and is not a required part of the basic financial statements.  Such information is the responsibility of 

management and was derived from, and relates directly to, the underlying accounting and other records 

used to prepare the financial statements.  The information has been subjected to the auditing procedures 

applied in the audit of the financial statements and, certain additional procedures, including comparing 

and reconciling such information directly to the underlying accounting and other records used to prepare 

the financial statements themselves, and other additional procedures in accordance with auditing 

standards generally accepted in the United States of America.  In in our opinion, the Schedule of 

Expenditures of Federal and State Awards is fairly stated, in all material respects, in relation to the 

financial statements taken as a whole. 

 

 
 

Martin Starnes & Associates, CPAs, P.A. 

Hickory, North Carolina 

October 31, 2013 
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Report On Compliance For Each Major State Program; Report On Internal Control Over 

Compliance; And Report On The Schedule of Expenditures Of Federal and State Awards 

Required By OMB Circular A-133; And The State Single Audit Implementation Act 

 

Independent Auditor's Report 

 

 

To the Board of Commissioners 

New Hanover County 

Wilmington, North Carolina 

 

 

Report On Compliance for Each Major State Program 

 

We have audited New Hanover County, North Carolina, compliance with the types of compliance 

requirements described in the Audit Manual for Governmental Auditors in North Carolina, issued by the 

Local Government Commission, that could have a direct and material effect on each of New Hanover 

County’s major State programs for the year ended June 30, 2013.  New Hanover County’s major State 

programs are identified in the summary of auditor’s results section of the accompanying Schedule of 

Findings, Responses, and Questioned Costs. 

 

Management’s Responsibility 

 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and 

grants applicable to its state programs. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on compliance for each of New Hanover County’s major State 

programs based on our audit of the types of compliance requirements referred to above.  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 Controller General of the United States, and applicable sections of OMB Circular A 133, Audits of 

States, Local Governments, and Non-Profit Organizations, as described in the Audit Manual for 

Governmental Auditors in North Carolina, 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 non-compliance 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 examining, on a test basis, evidence about New Hanover 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 on compliance for each major State 

program.  However, our audit does not provide a legal determination of New Hanover County’s 

compliance. 
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Opinion On Each Major State Program 

 

In our opinion, New Hanover County complied, in all material respects, with the types of compliance 

requirements referred to above that could have a direct and material effect on each of its major State 

programs for the year ended June 30, 2013.  

 

Other Matters 

 

The results of our auditing procedures disclosed an instance of non-compliance, which is required to be 

reported in accordance with applicable sections of OMB Circular A-133 and State Single Audit 

Implementation Act, and which is described in the accompanying Schedule of Findings, Responses, and 

Questioned Costs as item 2013-003.  Our opinion on each major State program is not modified with 

respect to this matter. 

 

New Hanover County's response to the non-compliance finding identified in our audit is described in the 

accompanying Schedule of Findings, Responses, and Questioned Costs.  New Hanover County's response 

was not subjected to the auditing procedures applied in the audit of compliance and; accordingly, we 

express no opinion on the response. 

 

Report On Internal Control Over Compliance 
  

Management of New Hanover County is responsible for establishing and maintaining effective internal 

control over compliance with the types of compliance requirements referred to above.  In planning and 

performing our audit of compliance, we considered New Hanover County’s internal control over 

compliance with the types of requirements that could have a direct and material effect on a major State 

program to determine the auditing procedures that are appropriate in the circumstances for the purpose of 

expressing our opinion on compliance for each major State program and to test and report on internal 

control over compliance in accordance with OMB Circular A-133, 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, non-compliance with a type of compliance requirement of a 

State program on a timely basis.  A material weakness in internal control over compliance is a deficiency, 

or a combination of deficiencies, in internal control over compliance, such that there is a reasonable 

possibility that material non-compliance with a type of compliance requirement of a State program will 

not be prevented, or detected and corrected, on a timely basis.  A significant deficiency in internal control 

over compliance is a deficiency, or combination of deficiencies, in internal control over compliance with 

a type of compliance requirement of a State program that is less severe than a material weakness in 

internal control over compliance, yet important enough to merit attention by those charged with 

governance. 

 

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 material weaknesses or significant deficiencies and; therefore, material 

weaknesses or significant deficiencies may exist that were not identified.  We did not identify any 

deficiencies in internal control over compliance that we consider to be material weaknesses.  However, 

we identified a certain deficiency in internal control over compliance, as described in the accompanying 

Schedule of Findings, Responses, and Questioned Costs as item 2013-003 that we consider to be a 

significant deficiency.    
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New Hanover County's response to the internal control over compliance findings identified in our audit is 

described in the accompanying Schedule of Findings, Responses, and Questioned Costs.  New Hanover 

County's response was not subjected to the auditing procedures applied in the audit of compliance and; 

accordingly, we express no opinion on the response. 

 

The purpose of this report on internal control over compliance is solely to describe the scope of our 

testing of internal control over compliance and the results of that testing based on the requirements of 

OMB Circular A-133.  Accordingly, this report is not suitable for any other purpose. 

 

Report On Schedule of Expenditures of Federal and State Awards Required By OMB Circular A-

133 and the State Single Audit Implementation Act 

 

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 New Hanover County, as of and for the year ended June 30, 2013, and the related notes to 

the financial statements, which collectively comprise New Hanover County's basic financial statements.  

We issued our report thereon dated October 31, 2013, which contained unmodified opinions on those 

financial statements.  Our audit was conducted for the purpose of forming opinions on the financial 

statements that collectively comprise New Hanover County's basic financial statements.  The 

accompanying Schedule of Expenditures of Federal and State Awards is presented for purposes of 

additional analysis as required by OMB Circular A-133 and the State Single Audit Implementation Act 

and is not a required part of the basic financial statements.  Such information is the responsibility of 

management and was derived from, and relates directly to, the underlying accounting and other records 

used to prepare the financial statements.  The information has been subjected to the auditing procedures 

applied in the audit of the financial statements and, certain additional procedures, including comparing 

and reconciling such information directly to the underlying accounting and other records used to prepare 

the financial statements themselves, and other additional procedures in accordance with auditing 

standards generally accepted in the United States of America.  In in our opinion, the Schedule of 

Expenditures of Federal and State Awards is fairly stated, in all material respects, in relation to the 

financial statements taken as a whole. 

 

 
 

Martin Starnes & Associates, CPAs, P.A. 

Hickory, North Carolina 

October 31, 2013 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2013 

 

 

 

1.  Summary of Auditor's Results 

 

Financial Statements 

Type of auditor's report issued: Unmodified 

Internal control over financial reporting: 

 Material weaknesses identified?    Yes  X  No 

 Significant deficiency(s) identified 

that are not considered to be material 

weaknesses?  X  Yes    No 

 Non-compliance material to financial 

statements noted?  X  Yes    No 

Federal Awards 

Internal control over major federal 

programs: 

 Material weaknesses identified?    Yes  X  No 

 Significant deficiency(s) identified 

that are not considered to be material 

weaknesses identified?  X  Yes    No 

Type of auditor's report issued on 

compliance for major federal programs: Unmodified 

Any audit findings disclosed that are 

required to be reported in accordance with 

Section 510 (a) of Circular A-133?  X  Yes    No 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2013 

 

 

 

1.  Summary of Auditor's Results (continued): 

 

  Identification of major federal programs: 

 

  

Federal Program/Cluster Name CFDA#

Medicaid Cluster  93.778, 93.777 

 93.775, 93.720 

Child Care Development Fund Cluster 93.575, 93.596

TANF Cluster 93.558, 93.714

93.716

Special Supplemental Nutrition Program

   for Women, Infants, and Children 10.557  
 

Dollar threshold used to distinguish 

between Type A and Type B Programs: $3,000,000 

 

Auditee qualified as low-risk auditee?    Yes  X  No 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2013 

 

 

 

1.  Summary of Auditor's Results (continued): 

 

State Awards 

Internal control over major State 

programs: 

 Material weaknesses identified?    Yes  X  No 

 Significant deficiency(s) identified that 

are not considered to be material 

weaknesses?  X  Yes    No 

Type of auditor's report issued on 

compliance for major State programs: Unmodified 

Any findings disclosed that are required to 

be reported in accordance with the State 

Single Audit Implementation Act?  X  Yes    No 

Identification of major State programs: 

 

 Program Name: 

 

Medicaid  

Subsidized Childcare Cluster 

Youth Empowerment Services 

Public School Building Capital Fund-Lottery 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2013 

 

 

 

2. Findings Related to the Audit of the Basic Financial Statements 

 

 2013-001 

 

Finding:  Social Services Trust Fund Findings and Violations 

 

Criteria:  Management should have a system in place to reduce the likelihood of errors in 

financial reporting and to ensure compliance with the General Statutes and other Administrative 

Codes (DSS and SSA). 

 

Condition:  A few trustee accounts had negative amounts during the year.  

 

Context: While documenting the system of internal controls related to the DSS trust funds, via 

inquiry and examination of client detail, we noted the conditions detailed above.   

 

Effect:  Trust funds held by the County may be expended improperly, in violation of NC General 

Statutes and the DSS trust agreement.  Potential violations may not be detected in a timely 

manner. 

 

Cause:  Inadequate internal controls over DSS trust funds  

 

Questioned Costs: $387 

 

Recommendation:  The Finance Officer of the County should review the Trust Fund detail on a 

regular basis to ensure that proper accounting for trust funds is occurring.  Care should be taken 

to ensure trust fund accounts do not go negative.  

 

Contact Person: LaVaughn Nesmith 

 

Corrective Action Plan/Management Response:  Management agrees with the finding.  Steps 

are being taken to ensure that the County’s Department of Social Services trust fund accounts do 

not have a negative balance.  The testing performed found three accounts having a negative 

balance.  Two of the accounts had a negative balance due to the processing of payments 

simultaneously which caused an available balance to show prior to both payments being made.  

Staff has been directed to process the different types of payments on different days to avoid this 

from reoccurring.  The third account had a negative balance due to an incorrect account being 

charged.  This was noted on the reconciliation, but the correcting entry had not been made timely.  

Staff has been directed to reconcile and make all corrections monthly.  The action plan was 

implemented April 26, 2013. 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2013 

 

 

 

2. Findings Related to the Audit of the Basic Financial Statements (continued): 

 

2013-002 

 

Finding:  Violation of North Carolina General Statutes - New Hanover Room Occupancy Tax Fund 

was over budget. 

 

Criteria:  Management should have a system in place to reduce the likelihood that violations of 

General Statutes occur and go undetected. 

 

Condition:  In the current year, the New Hanover Room Occupancy Tax Fund was over budget by 

$497,384. 

 

Context:  While reviewing financial statements and budget reports, we noted the condition 

described above. 

 

Effect:  The County was in violation of certain North Carolina General Statutes. 

 

Cause:  Lack of monitoring over budgetary compliance 

 

Recommendation:  Implement additional monitoring controls, such as reviewing monthly budget 

to actual reports, to identify areas where County is operating over the board adopted budget. 

 

Contact Person: Lisa Wurtzbacher 

 

Corrective Action/Management Response:  Management concurs with the recommendation.  

This oversight occurred due to the additional room occupancy tax revenue for the end of the fiscal 

year which is received and recorded by the County on a two month lag.  The County is required to 

forward a portion of these funds to the Tourism Development Authority and other municipalities.  

This budget was not amended prior to the payment to the Tourism Development Authority and 

other municipalities to reflect these additional revenues.  Management will monitor the monthly 

budget to actual reports for this fund and prepare projections of room occupancy tax revenues 

where necessary to more closely monitor budgetary compliance and to determine if a budget 

amendment is needed to appropriate additional room occupancy tax revenues for additional 

distributions of room occupancy tax to the Tourism Development Authority and other 

municipalities.  The action plan was implemented in November 2013. 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2013 

 

 

 

3. Findings and Questioned Costs Related to the Audit of Federal and State Awards 

 

 2013-003 

 

Finding:  Computers not logged off state system. 

 

Criteria:  In accordance with the Division of Social Services Fiscal Manual, DSS employees 

should control physical access to the State network terminals or personal computers that are 

connected to the State mainframe. 

  

Condition:  Upon surprise inspection, several unattended work stations of DSS employees were 

logged onto the State network without anyone attending to the work stations. 

 

Context:  While performing compliance testing related to the Division of Social Services, we 

noted the above condition. 

 

Effect:  Unauthorized access to the State system could be obtained due to the unattended logon to 

the system throughout the DSS building. 

 

Cause:  Lack of proper internal controls over data security.   

 

Questioned Costs:  The finding represents an internal control issue; therefore, no questioned 

costs are applicable. 

 

Recommendation:  Management should reiterate the importance of securing computer terminals 

every time the computer is left unattended.  The County should implement control procedures to 

require logout of workstations where access to the State DSS system is granted.  The control 

procedures should include random verification of logout in instances where offices are 

unattended. 

 

DSS Programs Affected: 

US Department of Health and Human Services 

   Passed Through the NC Department of Health and Human Services 

     Medicaid Cluster   93.778/93.777/93.775/93.720 

     TANF Cluster   93.558/93.714/93.716 

     Child Care Development Fund Cluster 93.575/93.596 

 

Contact Person: LaVaughn Nesmith 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2013 

 

 

 

3. Findings and Questioned Costs Related to the Audit of Federal and State Awards 

(continued) 

 

Corrective Action/Management Response:  Access to the Department of Social Services work 

areas are already secured through access badges.  The State’s network and the County’s system 

are also set to lock automatically if left idle after a short period.  Staff has received notification on 

the importance of securing their computers when unattended.  Staff has received instruction on 

how to secure their computers.  The supervisors have been instructed to monitor staff compliance 

and note in their performance reviews if any non-compliance is found.  This topic has also been 

added to all Security and Confidentiality training classes offered at the agency for all appropriate 

staff.  The action plan was implemented on April 26, 2013. 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

SUMMARY OF PRIOR YEAR AUDIT FINDINGS 

FOR THE YEAR ENDED JUNE 30, 2013 

 

 

 

 

 None reported in the prior year. 
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NEW HANOVER COUNTY, NORTH CAROLINA 
 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS 

FOR YEAR ENDED JUNE 30, 2013 

 

 

 

NOTE 1: GENERAL 
 

The accompanying Schedule of Expenditures of Federal and State Awards represents the activity of all 

Federal and State award programs received directly or indirectly (flow through) of New Hanover County, 

North Carolina, primary government.  The information in this schedule is presented in accordance with 

the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 

Organizations, and the State Single Audit Implementation Act. 

 

NOTE 2: BASIS OF ACCOUNTING 
 

The accompanying Schedule of Expenditures of Federal and State Awards is generally presented using 

the modified accrual basis of accounting, which is described in Note 1 to the County's basic financial 

statements. 

 

NOTE 3: RELATIONSHIP TO BASIC FINANCIAL STATEMENTS 
 

Substantially all Federal and State award programs are accounted for in the County's governmental funds.  

Direct benefit payments, which are payments paid directly to recipients by the State from Federal and 

State monies on behalf of the County, are disclosed as additional aid to County recipients, but are not 

recorded in the basic financial statements because they are not revenues and expenditures of the County. 

 

NOTE 4: PROGRAM CLUSTERS 
 

The following are clustered by the NC Department of Health and Human Services and are treated 

separately for State audit requirement purposes:  Subsidized Child Care, Foster Care and Adoption, 

Permanency Planning and Adoption Subsidy, and Aging. 

 

NOTE 5: SUBRECIPIENTS 
 

Of the Federal and State expenditures presented in the schedule, the County provided Federal and State 

awards to subrecipients as follows: 

 

 

    CFDA   

   Number    Amount 

Flow-Through Agency   

Leading Into New Communities           16.738  $    61,920 

Leading Into New Communities          16.738         109,413 

Cape Fear Public Transportation Authority          20.509      200,976 

NC Dept. Crime Control & Pub Safety          97.055        95,689 
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