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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

The County Commissioners of Charles County
La Plata, Maryland

We have audited the accompanying 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 Commissioners of Charles County
(the County), as of and for the year ended June 30, 2012, which collectively comprise the
County’s basic financial statements as listed in the table of contents. These financial statements
are the responsibility of the County’s management. Our responsibility is to express an opinion on
these financial statements based on our audit. We did not audit the financial statements of the
Board of Education of Charles County, Maryland, or the Board of Library Trustees for Charles
County, Maryland. Those financial statements were audited by other auditors whose reports
thereon have been furnished to us, and our opinion, insofar as it relates to the amounts included
for those entities, are based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of Charles
County, Maryland, as of June 30, 2012, and the respective changes in financial position and,
where applicable, cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

We also audited the adjustment described in Note 10 that was applied to restate the statement of
net assets as of June 30, 2011. In our opinion, such adjustment is appropriate and has been
properly applied.
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In accordance with Government Auditing Standards, we have issued our report dated October 29, 2012,
on our consideration of the County’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s financial statements. The other supplementary information
and the Schedule of Expenditures of Federal Awards, required by the U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, are presented for purposes of additional analysis and are not a required part of the
financial statements. The other supplementary information and the Schedule of Expenditures of
Federal Awards are the responsibility of management and were derived from and relate 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 other procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements
or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the other
supplementary information and the Schedule of Expenditures of Federal Awards are fairly stated
in all material respects in relation to the financial statements as a whole.

I3 »&M. Fa.

Hunt Valley, Maryland
October 29, 2012
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 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

The County Commissioners of Charles County
La Plata, Maryland

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discreetly presented component units, each major fund, and the
aggregate remaining fund information of the County Commissioners of Charles County,
Maryland (the County) as of and for the year ended June 30, 2012, which collectively comprise
the County’s basic financial statements, and have issued our report thereon dated October 29,
2012. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the County is responsible for establishing and maintaining cffective internal
control over financial reporting. In planning and performing our audit, we considered the
County’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the County’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
County’s internal control over financial reporting.

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 combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the County’s financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting 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 financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, 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 or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of the County Commissioners of

Charles County, management, others within the County, Federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than these

specified parties.
)j 5 ’L&-wjnﬂﬁi dpc':’ta 2,

Hunt Valley, Maryland
October 29, 2012
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 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

The County Commissioners of Charles County
La Plata, Maryland

Compliance

We have audited the compliance of the County Commissioners of Charles County, Maryland
(the County) with the types of compliance requirements described in the OMB Circular A-133
Compliance Supplement that could have a direct and material effect on each of the County’s
major Federal programs for the year ended June 30, 2012. The County’s major Federal programs
are identified in the summary of independent public accountants’ 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 the County’s management. Our responsibility is to express an opinion on the
County’s compliance based on our audit.

The County’s basic financial statements include the operations of the Board of Library Trustees
for Charles County and the Board of Education of Charles County, component units which
reccived Federal awards and which are not included in the accompanying schedule of
expenditures of Federal awards for the year ended June 30, 2012. Our audit described below
does not include the operations of the Board of Library Trustees for Charles County and the
Board of Education of Charles County because these entities engaged another auditor to perform
an audit in accordance with OMB Circular A-133.

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. 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
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 provide a legal determination of the County’s compliance
with those requirements.

In our opinion, the County complied, in all material respects, with the 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, 2012.
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Internal Control over Compliance

Management of the County is responsible for establishing and maintaining cffective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to Federal 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 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 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, noncompliance 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 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 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.

This report is intended solely for the information and use of the County Commissioners of

Charles County, management, others within the County, Federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than these

specified parties.
JB ooy S

Hunt Valley, Maryland
October 29, 2012
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CHARLES COUNTY, MARYLAND

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

All Federal grant operations of the County Commissioners of Charles County, Maryland (the
County) are included in the scope of the Office of Management and Budget (OMB) Circular
A-133 audit (the Single Audit). The Single Audit was performed in accordance with the
provisions of the OMB Circular A-133 Compliance Supplement. Compliance testing of all
requirements, as described in the Compliance Supplement, was performed for the major grant
programs noted below. The programs on the schedule of expenditures of Federal awards
represent all Federal award programs and other grants with fiscal year 2012 cash or non-cash
expenditure activities. For our single audit testing, we tested Federal award programs below
with 2012 cash and non-cash expenditures in excess of $514,377 to ensure coverage of at
least 25% of Federally granted funds. Our actual coverage was 66%.

Federal
Major Program CFDA Number Expenditures
Section 8 Housing Choice Voucher Program 14.871 $ 7,878,912
Public Safety Interoperable Communications Grant Program,

CCG Project #3153 11.555 1,845,269
Energy Efficiency and Conservation Block Grants (EECBG) (ARRA) 81.128 412,188
Child Support Enforcement Administration 93.563 913.417
Port Security Grant Program 97.056 296,968

$ 11,346,754

2. BASIS OF PRESENTATION

The schedule of expenditures of Federal awards has been accounted for on the accrual basis
of accounting.

3. SUBRECIPIENTS

The County provided Federal awards to subrecipients as follows:

Amount
Program CFDA Number Provided
Emergency Food Assistance Program (Food Commodities) 10.569 $ 11,750
Highway Planning and Construction American Recovery and
Reinvestment Act (ARRA) - Town of LaPlata and Town of
Indian Head 20.205 139,388
Emergency Solutions Grant (Previously named Emergency
Shelter Grant) 14.231 51,440
Homeless Prevention & Rapid Rehousing Program (HPRP) ARRA 14.257 37.589
Community Development Block Grant 14.228 75,000
$ 315,167
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CHARLES COUNTY, MARYLAND

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2012

4. LOANS OUTSTANDING
The County administers low-income housing loan programs under the Community

Development Block Grant Program. The County had the following loan balance outstanding
as of June 30, 2012:

CFDA Federal
Program Number Expenditures
Community Development Block Grant 14.228 $ 939,954



CHARLES COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2012

Section I - Summary of Independent Public Accountants’ Results
Financial Statements
Type of Independent Public Accountants’
report issued
Internal control over financial reporting:
Material weakness identified?
Significant deficiency identified?

Noncompliance material to the financial
statements noted?

Federal Awards

Type of Independent Public Accountants’
report issued on compliance for major
programs

Internal control over major programs:

Material weakness identified?

Significant deficiency identified?

Audit findings disclosed that are required to
be reported in accordance with section
510(a) of OMB Circular A-133?
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Ungqualified

No
None reported

No

Unqualified

No

None reported

No



CHARLES COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2012

Identification of Major Programs:

Federal
Major Program CFDA Number Expenditures
Section 8 Housing Choice Voucher Program 14.871 $ 7,878,912
Public Safety Interoperable Communications Grant Program,

CCG Project #3153 11.55% 1,845,269
Energy Efficiency and Conservation Block Grants (EECBG) (ARRA) 81.128 412,188
Child Support Enforcement Administration 93.563 913,417
Port Security Grant Program 97.056 296,968

$ 11,346,754
Threshold for distinguishing between
Type A and B programs $514,377
Did the County qualify as a low risk

Yes

auditee?
Section II — Financial Statement Findings

None noted.

Section III - Federal Award Findings

None noted.
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CHARLES COUNTY, MARYLAND

Schedule of Prior Year Audit Findings and Questioned Costs
For the Year Ended June 30, 2012

No Prior Year Findings.
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