


The results of our tests disclosed one instance of noncompliance with the provisions referred to in
the preceding paragraph. Thisinstanceis discussed in the Schedule of Findings and Questioned Costs as
Finding 08-2. With respect to items not tested, nothing came to our attention that caused us to believe that the City
of Poquoson, Virginia, had not complied, in all material respects, with those provisions.

This report is intended soldy for the information and use of City of Poquoson, Virginia's City Council,
management, the Auditor of Public Accounts and all applicable state agencies and is not intended to be, and should
not be, used by anyone other than these specified parties.

Newport News, Virginia
November 26, 2008
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City of Poquoson, Virginia

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2008

92

Federal
CFDA Federal
Number Expenditures
Federal granting agency/recipient state agency/grant
Program/grant number
U. S. Department of Agriculture
Pass through payments:
Department of Agriculture and Consumer Services:
National School Lunch Program 10.555 $ 125,436
State Department of Agriculture and Consumer Services.
National School Lunch Program
USDA donated commodities 10.555 59,346
U.S. Department of Transportation
Pass through payments:
Department of Motor Vehicles:
Alcohol Traffic Safety and Drunk Driving
Prevention Incentive 20.607 22,013
FHWA Virginia Recreational Trails 20.219 25,935
Highway Planning and Construction (Tea 21 Grant) 20.205 10,322
U.S. Department of Education
Direct payments:
Impact Aid 84.041 149,813
Pass through payments:
Virginia Department of Education :
Titlel - Grantsto local educational agencies 84.010 77,824
Improving teacher quality state grants 84.367 45,681
TitleV 84.298 2,616
Title VI-B:
Assistance to states for education
of handicapped children:
Specia Education Grants 84.027 342,240
Vocational education-basic grantsto states 84.048 12,271
State and Drug-free Schools and Communities 84.186 3,347
Preschool Handicapped 84.173 15,341
Advanced Placement Grant 84.330 636



City of Poquoson, Virginia

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2008

Federa
CFDA Federal
Number Expenditures
U.S. Department of Justice
Direct payments:
COPS Fast Grant 16.710 47,500
Pass through payments:
Byrne Justice Assistance Grant 16.738 662
U.S. Department of Housing and Urban Development
Direct payments:
Community Development Block Grant * 14.228 320,015
U.S. Department of Homeland Security
Direct payments:
FEMA Public Assistance 97.036 45,483
State domestic preparedness equipment support program 97.004 128,250
Pass through payments:
Hazard Mitigation Grant 97.039 748,693
U.S. Department of the Interior
Direct payments:
Plum Tree Island Refuge 15.611 4,562

$ 2,187,986

* Represents amajor program of the City of Poquoson.
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City of Pogquoson, Virginia

Notes to Schedule of Expenditures of Federal Awards

June 30, 2008

1

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the City
of Poquoson and is presented on the modified accrual basis of accounting. The City’s reporting entity is
defined in Note 1 to the City’s financial statements. 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.

Food Distribution
Non-monetary assistance is reported in the schedule at the fair market value of the commodities received

and disbursed. At June 30, 2008, the food service organization had food commodities totaling $14,353 in
inventory.

* * % % %
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City of Pogquoson, Virginia

Schedule of Findings and Questioned Costs

Year Ended June 30, 2008

1

Summary of Auditors’ Results

a) Theauditor’s report expresses an unqualified opinion on the financial statements of the City.

b) Therewas one significant deficiency noted in internal control over financial reporting that was
considered to be a material weakness as reported below. 1n addition, there were several immaterial
significant deficiencies that were reported in the letter to management dated November 26, 2008.

¢) Noinstances of noncompliance material to the financial statements of the City, which would be required
to be reported in accordance with Gover nment Auditing Standards, were noted during the audit.

d) Nosignificant deficiencies were noted during the audit of internal control over major federal programs.

€) The auditor’s report on compliance for the major federal programs of the City expressed an unqualified
opinion on the major federal programs.

f)  Theaudit did not disclose any audit findings required to be reported.
g Themajor programs are:

i)  Community Development Block Grant (CFDA No. 14.228)
i)  Special Education Cluster (CFDA No. 84.027 and No. 84.173)
iii)  Child Nutrition Cluster (CFDA No. 10.553 and No. 10.555)

h)  Thedoallar threshold used to distinguish between Type A and Type B programs is $300,000.

i)  Theauditee qualified as a low-risk auditee.

Findings Relating to the Basic Financial Statements which are Required to be Reported in accordance
with Generally Accepted Governmental Auditing Standards.

Finding 08-1

Condition: Thereisalack of segregation of duties in therecording of adjusting journal entries. Specifically,
two of the entries tested possessed the same individual as the authorizer and poster of the entry into the
general ledger.

Criteria: Internal controls should bein place to ensure adequate separation of duties for adjusting journal
entries.

Effect: A lack of segregation of duties in adjusting journal entries could lead to improper or unauthorized
adjustments to account balances.

Recommendation: We recommend that procedures be established to ensure that the duties in the approval
and recording of adjusting journal entries are adequately segregated.
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City of Pogquoson, Virginia

Schedule of Findings and Questioned Costs

Year Ended June 30, 2008

Management’s Response: We agree with the audit recommendation and will implement procedures to
adequately segregate the adjusting journal entry process.
3. Findings and Questioned Costs - Federal Programs

None

4.  Findings and Questioned Costs — Commonwealth of Virginia L aws, Regulations, Contracts and Grants

Finding 08-2

Condition: The State and Local Government Conflict of Interests Act contained in Chapter 31 of Title 2.2
of the Code of Virginia requires local government officials to file a statement of economic interests with the
clerk of the governing body by January 15 of each year.

Criteriaz Two School Board statements of economic interests were not filed timely with the clerk of the
governing body.

Effect: The City is not in compliance with the State and L ocal Government Conflict of Interests Act.

Recommendation: The City should take steps to ensure that each local official files the statement of
economic interests in a timely manner.

Management’s Response: We agree with the audit finding. The School Board will take steps to help ensure
that all officials required to file a statement of economic interests do so on atimely basis.

5.  Statusof Prior Year Audit Findings
Prior Year Audit Findings Relating to the Basic Financial Statements
Finding 07-1
Condition: Thereisalack of segregation of duties in the recording of adjusting journal entries. Specifically,
two of the entries tested possessed the sameindividual as the preparer, authorizer, and poster of the entry into

the general ledger.

Criteria: Internal controls should be in place to ensure adequate separation of duties for adjusting journal
entries.

Resolution: During the year ended June 30, 2008, we noted the same finding. Seefinding 08-1.
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City of Pogquoson, Virginia

Schedule of Findings and Questioned Costs

Year Ended June 30, 2008

Finding 07-2

Condition: A significant amount of appropriations were made to the 2006-2007 budget during the
September, 2007 City Council meeting in order to correct significant deficits as a result of encumbrances.

Criteria: Procedures should bein place to ensure that budget vs. actual expenditures are reviewed on
amonthly basis.

Resolution: We noted no such nhoncompliant activity during our testwork for the year ended June 30, 2008.

Prior Year Federal Audit Findings

None

Prior Year State Audit Findings

Finding 07-3

Condition: The State and Local Government Conflict of Interests Act contained in Chapter 31 of Title2.2
of the Code of Virginia requires local government officials to file a statement of economic interests with the
clerk of the governing body by January 15 of each year.

Criteria: One statement of economic interests was not filed timely with the clerk of the governing body.

Resolution: For the year ended June 30, 2008, we noted two instances of the samefinding. See
Finding 08-2.
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