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18200
COUNTY OF SALEM
Notes to Schedules of Expenditures of Federal Awards and State Financial Assistance
For the Year Ended December 31, 2008

Note 1: GENERAL
The accompanying schedules of expenditures of federal awards and state financial assistance present
the activity of all federal awards and state financial assistance programs of the County of Salem, State

of New Jersey. The County is defined in the Notes to the Financial Statements, Note 1.

Note 2: BASIS OF ACCOUNTING
The accompanying schedules of expenditures of federal awards and state financial assistance are
presented using the modified accrual basis of accounting as promulgated by the State of New Jersey,
Department of Community Affairs, Division of Local Government Services, which is described in the

Notes to the Financial Statements, Note 1.

Note 3: RELATIONSHIP TO FINANCIAL STATEMENTS

Amounts reported in the accompanying schedules agree with amounts reported in the County's
financial statements. Expenditures from awards are reported in the County's financial statements as

follows:
Fund Federal State Total

$2,829,642.22 $7,864,345.68 $10,693,987.90

Current Fund

Note 4. MAJOR PROGRAMS
Major programs are identified in the Summary of Auditor's Results section of the Schedule of Findings

and Questioned Costs
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COUNTY OF SALEM
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2008

Section 1- Summary of Auditor's Results

Financial Statements

Type of auditor's report issued

Internal control over financial reporting:
Material weaknesses identified?

Were significant deficiencies identified that were
not considered to be a material weakness?

Noncompliance material to financial statements noted?

Federal Awards
Internal control over compliance:
Material weaknesses identified?

Were significant deficiencies identified that were not
considered to be material weaknesses?

Type of auditor's report on compliance for major programs

Any audit findings disclosed that are required to be reported in

accordance with OMB Circular A-133 (section .510(a))?

Identification of major programs:
CFDA Numbers

93.045

93.283

17.259

17.258

17.260

20.205

20.205

20.205

Dollar threshold used to determine Type A programs

Auditee qualified as low-risk auditee?

Area Planning Grant

Qualified
X vyes no
X vyes none reported
X vyes no

yes X no

yes X none reported

Unqualified

X vyes no

Name of Federal Program or Cluster

Public Health Preparedness Grant

Workforce Investment Act - Youth

Workforce Investment Act - Adult

Workforce Investment Act - Dislocated Worker

SJTPO - Salem County Roadway Striping Program

SJTPO - Pennsville-Auburn Road, County Rd #551, Phase ||

SJTPO - Salem County Safety Projects in Pennsville

Township and Upper Pittsgrove Township
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COUNTY OF SALEM
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2008

Section 1- Summary of Auditor's Results (Cont'd)

State Financial Assistance

Internal control over compliance:

Material weaknesses identified? yes X no
Were significant deficiencies identified that were not
considered to be material weaknesses? yes X none reported
Type of auditor's report on compliance for major programs Unqualified
Any audit findings disclosed that are required to be reported in
accordance with OMB Circular A-133 (section .510(a)) or
New Jersey Circular 04-04-OMB? yes X no

Identification of major programs:
GMIS Numbers

N.J. Transit Corp.

6320-480-078-6320-TCAP-6010

Not Available

2545-100-074-2545-033

100-054-7550-121

100-054-7550-121

100-054-7550-121

100-054-7550-121

100-054-7550-121

100-054-7550-121

100-054-7550-121

100-054-7550-121

100-054-7550-121

100-054-7550-121

100-054-7550-121

Dollar threshold used to determine Type A programs

Auditee qualified as low-risk auditee?

Name of State Program

Senior Citizens and Disabled Residents Transportation

Assistance Act

County Aid Improvement Programs

Farmland Preservation Program

Public Archives & Records Infrastructure Support (PARIS) Grant

TANF

Smart Steps

TANF - Work Verification

Work First New Jersey - TANF Work Activities

TANF - Case Management

New Jersey Smart Steps

General Assistance

Work First New Jersey - GA/FS Work Activities

Work First New Jersey - GA/FS Case Management

Workfirst NJ

ABAWD & Food Stamps

$ 300,000

yes X no
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COUNTY OF SALEM
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2008

Section 2- Schedule of Financial Statement Findings

This section identifies the significant deficiencies, material weaknesses, and instances of noncompliance related
to the financial statements that are required to be reported in accordance with Government Auditing Standards
and with audit requirements as prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey.

Finding No. 2008-1

Condition

A fixed asset accounting and reporting system was not maintained in accordance with N.J.A.C.5:30-56. A
material amount of assets selected for testing were not available for inspection. Such assets were previously
disposed of but were not removed from the fixed asset register along with assets sold at the county auction.
Furthermore, we inspected documents regarding the purchase of several assets that were omitted from the fixed
asset register. The register also contains assets with no assigned values.

Criteria
N.J.A.C.5:30-5.6 must be adhered to in order to properly maintain “The General Fixed Asset Group of Accounts”.
Proper internal controls should be developed to ensure that the fixed asset record is complete and accurate.

Effect
Over/Understatement of assets would not be in compliance with the Technical Accounting Directive.

Cause
Lack of internal accounting control over the inspection and reporting of Fixed Assets.

Recommendation
That the fixed asset accounting and reporting system be reviewed for compliance with N.J.A.C.5:30-5.6 and that
proper internal controls be developed to ensure accuracy of the system.

View of Responsible Officials and Planned Corrective Action
We concur with the finding and will adopt a corrective action plan as required by the Division of Local Government
Services.
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COUNTY OF SALEM
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2008

Section 2- Schedule of Financial Statement Findings

This section identifies the significant deficiencies, material weaknesses, and instances of noncompliance related
to the financial statements that are required to be reported in accordance with Government Auditing Standards
and with audit requirements as prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey.

Finding No. 2008-2

Condition

Our examination of contracts awarded revealed the following: In two instances the certificate of availability of
funds was not complete or incorrect. In four instances purchases made under state contract were not approved
by resolution. There were instances of the state contract number not being noted on the purchase orders as well
as being incorrect. In one instance the awarding of a professional services contract was not advertised. In
several instances contracts were not bid while several contracts were not in effect for services being provided.
We also noted that funds were not always being encumbered in a timely manner when awarding contracts.

Criteria
Contracts should be awarded in accordance with N.J.S.A. 40A:11 and N.J.A.C. 5:34.

Effect
Violation of N.J.S.A. 40A:11 and N.J.A.C. 5:34.

Cause
Unknown.

Recommendation

That more care be exercised to ensure that certificates of availability of funds are complete and available, that
state contract numbers are properly noted on purchase orders and recorded within the minutes record, that
professional service contracts be properly advertised upon approval, that contracts be bid when required, that the
county monitor all contracts to prevent work from being performed on contracts already expired and that the
county encumber funds in a timely manner as contracts are awarded.

View of Responsible Officials and Planned Corrective Action
We concur with the finding and will adopt a corrective action plan as required by the Division of Local Government
Services.
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COUNTY OF SALEM
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2008

Section 2- Schedule of Financial Statement Findings

This section identifies the significant deficiencies, material weaknesses, and instances of noncompliance related
to the financial statements that are required to be reported in accordance with Government Auditing Standards
and with audit requirements as prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey.

Finding No. 2008-3

Condition
There is a lack of oversight regarding internal accounting controls for the Nursing Home relative to the cash
receipt and disbursement functions. The deficiencies are as follows:

e The Revenue Account and the Patient Needs Account have not been reconciled since December 31,
2007.

e An analysis of Patient’s trust balances reflects a total balance of $38,828.43 as compared to a cash
balance of $38,365.40 available in the Patient Needs Account as of August 14, 2008, leaving a difference
of $463.03.

¢ \When testing the disbursements from the Patient Needs Account, support was not available regarding
four disbursements, copies of cancelled checks for January and February were not available, and copies
of the back of all canceled checks were not provided by the bank and therefore could not be inspected. It
was also noted that the bank statements for two months were misplaced.

Criteria
Internal accounting controls should be reviewed to ensure an adequate environment exists as to the cash, receipt
and disbursement functions.

Effect
Inconsistent reconciliation of cash along with inconsistent recording of receipts and disbursements causing
untimely recognition of revenue and incorrect recording of expenditures.

Cause
Personnel turnover along with lack of oversight.

Recommendation
That the Nursing Home cash receipt and disbursement function be reviewed soon as possible regarding internal
accounting controls combined with management oversight.

View of Responsible Officials and Planned Corrective Action

A corrective action plan as required by the Division of Local Government Services will not be necessary since the
Nursing Home operations, assets and liabilities were transferred to the Salem County Improvement Authority on
August 15, 2008 as approved by the Freeholders.

-121-



18200
COUNTY OF SALEM
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2008

Section 3- Schedule of Federal 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 programs, as required by OMB Circular A-133.

Finding No. 2008-4

Program:
Area Planning Grant (C.F.D.A. No. 93.045)

Condition
Encumbrances were not liquidated within 30 days after year end.

Criteria
In accordance with the Area Planning Grant guidelines, accrued expenditures must be liquidated within 30 days
after the close of the contract period.

Questioned Costs
$131,750

Context
A total of $131,750 of encumbrances at December 31, were paid after the allowed 30-day period.

Effect
The grantor may disallow expenditures which are paid subsequent to the thirty day requirement period.

Cause
Unknown.

Recommendation
That all encumbrances be liquidated within 30 days upon the close of the contract period.

View of Responsible Officials and Planned Corrective Action
We concur with the finding and will adopt a corrective action plan as required by the Division of Local Government
Services.

-122-



18200

COUNTY OF SALEM
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2008

Section 4- Schedule of State Financial Assistance 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 State programs, as required by OMB Circular A-133 and State of
New Jersey Circular 04-04-OMB.

No Findings.
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COUNTY OF SALEM
Summary Schedule of Prior Year Audit Findings
And Questioned Costs as Prepared by Management

This section identifies the status of prior year findings related to the financial statements and Federal Awards and
State Financial Assistance that are required to be reported in accordance with Government Auditing Standards,
OMB Circular A-133 and State of New Jersey Circular 04-04-OMB.

FINANCIAL STATEMENT FINDINGS

Finding No. 2007-1

Condition

A fixed asset accounting and reporting system was not maintained in accordance with N.J.A.C.5:30-5.6, A
material amount of assets selected for testing were not available for inspection. Such assets were previously
disposed of but were not removed from the fixed asset register. The register also contains assets with no
assigned values.

Current Status
This condition still exists as current year finding no. 2008-1.

Planned Corrective Action
The County is currently reviewing their procedures regarding the reporting of Fixed Assets.

Finding No. 2007-2

Condition

Our examination of contracts revealed the following: Purchases were made for uniforms in excess of the
awarded contract amount. In addition, such contract expired in October 2007 while purchases were still
continuing for such uniforms. Also, a purchase was made under state contract; however, such contract was not
approved by resolution. Finally, expenditures were made in 2007 regarding a professional services contract in
the amount of $21,973; however, the contract awarded for such services was awarded for $12,000 and in addition
such contract expired in June of 2006.

Current Status
This condition still exists as current year finding no. 2008-2.

Planned Corrective Action

The County is currently reviewing their procedures regarding the awarding of contracts in accordance with
N.J.S.A. 40A:11 and N.J.A.C. 5:34.
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COUNTY OF SALEM
Summary Schedule of Prior Year Audit Findings
And Questioned Costs as Prepared by Management (Cont’d)

This section identifies the status of prior year findings related to the financial statements and Federal Awards and
State Financial Assistance that are required to be reported in accordance with Government Auditing Standards,
OMB Circular A-133 and State of New Jersey Circular 04-04-OMB.

FINANCIAL STATEMENT FINDINGS (CONT’D)

Finding No. 2007-3

Condition
There is a lack of oversight regarding internal accounting controls relative to the receipt and disbursement
function. The deficiencies are as follows:

¢ Two outstanding checks greater than one year old exist as of December 31, 2007.

¢ Numerous expenses relative to the patients need account were disbursed from the operating
account.

¢ Revenue being turned over to the Treasurer's Office was incorrectly reported as to the detail of
Interest on Investments and Peer Grouping. The overall amount reported was correct.

¢ Two resident accounts of the patients needs accounts are overdrawn which in the aggregate total
$1,905.85.

¢ The revenue account at December 31, 2007 contains excess revenue totaling approximately
$216,133.41. These funds should be turned over to the County Treasurer's office in an
expeditious manner.

Current Status
This condition still exists as current year finding no. 2008-3.

Planned Corrective Action

The Salem County Board of Chosen Freeholders by a plan adopted on June 10, 2008 transferred the Nursing
Home assets, liabilities and operations to the Salem County Improvement Authority effective August 15, 2008.
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COUNTY OF SALEM
Summary Schedule of Prior Year Audit Findings
And Questioned Costs as Prepared by Management (Cont’d)

FEDERAL AWARDS

Finding No. 2007-4

Program
Area Planning Grant (C.F.D.A. No. 93.045)

Condition
Encumbrances are not being liquidated within 30 days after year end.

Current Status
This condition still exists as current year finding no. 2008-4.

Planned Corrective Action
The County is currently reviewing their procedures as to the liquidation of outstanding encumbrances.

STATE FINANCIAL ASSISTANCE PROGRAMS

No prior year findings
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COUNTY OF SALEM
Officials in Office and Surety Bonds

The following officials were in office during the period under audit:

Name

Lee R. Ware

David Lindenmuth
Charles Sullivan
Bruce Bobbitt

Beth Timberman
Jeffrey Hogan

Julie Acton

Earl Gage

Joanne H. Bell
Douglas Wright
Marianna Bacon
Gilda T. Gill

Herbert Stiles

Nicki A. Burke
Charles Miller
Theodore Vengenock
Raymond Skradzinski
Anthony Wright
Kenneth Miller
Patricia Franceschini
John T. Lenahan
Dave Puma

Parker, McCay &
Criscuolo

E. Elaine Voyles

Federici & Akin

Title

Director of the Board of Chosen Freeholders
Deputy Director of the Board of Chosen Freeholders
Freeholder (1/1/08-12/22/08)

Freeholder

Freeholder

Freeholder

Freeholder

Clerk of the Board/Administrator

Chief Financial Officer/Treasurer (1/1/08-9/30/08)
Chief Financial Officer/Treasurer (from 10/1/08)
Assistant County Treasurer

County Clerk

Deputy County Clerk

Surrogate

Sheriff

Undersheriff

Undersheriff / Warden

Undersheriff / Deputy Warden

County Adjuster

Assistant County Adjuster

Prosecutor

Labor & Litigation Counsel

Bond Counsel
County Counsel

Engineer

Amount of
Surety
Bond

$4,000,000
$4,000,000
$4,000,000
$4,000,000
$4,000,000
$4,000,000
$4,000,000
$200,000
$580,000
$568,000
$580,000
$50,000
$200,000
$35,000
$50,000
$50,000
$200,000
$200,000
$200,000
$200,000
$200,000

(A) Covered by Public Employees’ Faithful Performance Blanket Position Bond in the
Amount of $4,000,000 with Admiral Insurance Company.

(B) Travelers Casualty and Surety Company.

© Ohio Casualty Insurance Company
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APPRECIATION

I express my appreciation for the assistance and courtesies rendered by the County officials during the course of
the audit.

Respectfully submitted,

BOWMAN & COMPANY LLP
Certified Public Accountants
onsuliants

David C. Rollison

Certified Public Accountant
Registered Municipal Accountant
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