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MCGLADREY & PULLEN

Certified Public Accountants and Consultants

INDEPENDENT AUDITOR'S COMPLIANCE REPORT BASED ON AN AUDIT OF
GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Council
City of Kinston, North Carolina

We have audited the general purpose financial statements of the City of Kinston, North Carolina,
as of and for the year ended June 30, 1991, and have issued our report thereon dated

October 4, 1991.

We conducted our audit in accordance with generally accepted auditing standards and
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 general purpose financial statements are free of material misstatement.

Compliance with laws, regulations, contracts and grants applicable to the City of Kinston, North
Carolina, is the responsibility of City of Kinston, North Carolina, management. As part of
obtaining reasonable assurance about whether the general purpose financial statements are free
of material misstatement, we performed tests of the City's compliance with certain provisions of
laws, regulations, contracts and grants. However, our objective was not to provide an opinion
on overall compliance with such provisions.

The results of our tests indicate that, with respect to the items tested, City of Kinston,
North Carolina, complied, in all material respects, with the provisions referred to in the preceding
paragraph. With respect to the items not tested, nothing came to our attention that caused us
to believe that the City had not complied, in all material respects, with those provisions.

This report is intended for the information of management, the cognizant audit agency, other

federal and State agencies and the Mayor and City Council. This restriction is not intended to
limit the distribution of this report, which is a matter of public record.

e hladicy v llers

Greenville, North Carolina
October 4, 1991
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MCGLADREY & PULLEN

Certified Public Accountants and Consultants

INDEPENDENT AUDITOR'S SINGLE AUDIT COMBINED
REPORT ON INTERNAL CONTROL STRUCTURE

To the Honorable Mayor and
Members of the City Council
City of Kinston, North Carolina

We have audited the general purpose financial statements of the City of Kinston, North Carolina,
as of and for the year ended June 30, 1991, and have issued our report thereon dated October
4,1991. We have also audited City of Kinston, North Carolina’s compliance with requirements
applicable to major federal and State financial assistance programs and have issued our report
thereon dated October 4, 1991.

We conducted our audits in accordance with generally accepted auditing standards; Government
Auditing Standards, issued by the Comptroller General of the United States, Office of
Management and Budget (OMB) Circular A-128, Audits of State and Local Governments, and the
State Single Audit Implementation Act. Those standards, OMB Circular A-128 and the State
Single Audit Implementation Act require that we plan and perform the audit to obtain reasonable
assurance about whether the general purpose financial statements are free of material
misstatement and about whether City of Kinston, North Carolina, complied with laws and
regulations, noncompliance with which would be material to a major federal or State financial
assistance program.

In planning and performing our audits for the year ended June 30, 1991, we considered the City’s
internal control structure in order to determine our auditing procedures for the purpose of
expressing our opinions on the City’s general purpose financial statements and on its compliance
with requirements applicable to major federal and State financial assistance programs and not
to provide assurance on the internal control structure.

The management of City of Kinston, North Carolina, is responsible for establishing and
maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments
by management are required to assess the expected benefits and related costs of internal control
structure policies and procedures. The objectives of an internal control structure are to provide
management with reasonable, but not absolute, assurance that assets are safeguarded against
loss from unauthorized use or disposition, that transactions are executed in accordance with
management'’s authorization and recorded properly to permit the preparation of general purpose
financial statements in accordance with generally accepted accounting principles, and that
federal and State financial assistance programs are managed in compliance with applicable laws
and regulations. Because of inherent limitations in any internal control structure, errors,
irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also,
projection of any evaluation of the structure to future periods is subject to the risk that
procedures may become inadequate because of changes in conditions or that the effectiveness
of the design and operation of policies and procedures may deteriorate.
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For the purpose of this report, we have classified the significant internal control structure policies
and procedures in the following categories:

Accounting controls:

Revenue/receipts cycle

Expenditure cycle, purchases/disbursements
Expenditure cycle, payroll segment

Financial reporting cycle

Investing cycle

Administrative controls:

General requirements:

e Political activity
Davis-Bacon Act
Civil rights
Cash management
Relocation assistance and real property management
Federal financial reports
Allowable costs/cost principles
Drug-free workplace
Administration requirements

Specific program requirements:

Types of services allowed or unallowed
e Reporting

e Cost allocation

e Special requirements, if any

Claims for advances and reimbursements

For all of the internal control structure categories listed above, we obtained an understanding of
the design of relevant policies and procedures and determined whether they have been placed
in operation, and we assessed control risk.

During the year ended June 30, 1991, City of Kinston, North Carolina had one major federal
financial assistance program and expended 69% of its total federal financial assistance on the
Small Cities Program.

We performed tests of controls, as required by OMB Circular A-128 and the State Single Audit
Implementation Act, to evaluate the effectiveness of the design and operations of internal control
structure policies and procedures that we considered relevant to preventing or detecting material
noncompliance with specific requirements, general requirements, and requirements governing
claims for advances and reimbursements that are applicable to each of the City’s major federal
and State financial assistance programs, which are identified in the accompanying schedule of
federal and State financial assistance, and the aforementioned nonmajor programs. Our
procedures were less in scope than would be necessary to render an opinion on these internal
control structure policies and procedures. Accordingly, we do not express such an opinion.



We noted certain matters involving the internal control structure and its operation that we
consider to be reportable conditions under standards established by the American Institute of
Certified Public Accountants. Reportable conditions involve matters coming to our attention
relating to significant deficiencies in the design or operation of the internal control structure that,
in our judgment, could adversely affect the City’s ability to record, process, summarize, and
report financial data consistent with the assertions of management in the general purpose
financial statements or to administer federal and State financial assistance programs in
accordance with applicable laws and regulations. These reportable conditions are described in
the accompanying schedule of internal control structure reportable conditions.

A material weakness is a reportable condition in which the design or operation of one or more
of the internal control structure elements does not reduce to a relatively low level the risk that
errors or irregularities in amounts that would be material in relation to the general purpose
financial statements being audited or that noncompliance with laws and regulations that would
be material to a federal or State financial assistance program 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 structure would not necessarily disclose all matters in
the internal control structure that might be reportable conditions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered to be material weaknesses
as defined above. However, we believe none of the reportable conditions described in the
accompanying schedule of internal control structure reportable conditions are material
weaknesses.

We also noted other matters involving the internal control structure and its operation that we have
reported to the management of the City of Kinston, North Carolina in a separate letter dated
October 4, 1991.

This report is intended for the information of the governing board, management, the cognizant

audit agency, other federal and State agencies and the Mayor and City Council. This restriction
is not intended to limit the distribution of this report, which is a matter of public record.

MOW? v bl

Greenville, North Carolina
October 4, 1991



CITY OF KINSTON

SCHEDULE OF INTERNAL CONTROL STRUCTURE
REPORTABLE CONDITIONS

Reportable Conditions:

Immaterial Weaknesses

1.

Condition: Employees in the Finance Department have access to the personnel master files

on the City’'s computer system.

Recommendation: Access to certain data (e.g. rate of pay) in the personnel master file
should be restricted to the Personnel Department.

Condition: The City does not maintain adequate control over its coupons for cab fares.

Recommendation: Place coupons in a secured area and limit access to this area to the
person held accountable for the coupons.

Condition: During our inquiry of the EDP personnel, it was noted that there was a lack of
segregation of duties.

Recommendation: Additional controls should be implemented to identify persons accessing
the EDP system.

Condition: The City does not maintain adequate security over its inventory. Proper
documentation is not required to remove inventory from the warehouse.

Recommendations: Access to inventory should be limited to authorized employees and
requisitions should be required to remove inventory from the warehouse.
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MCGLADREY & PULLEN

Certified Public Accountants and Consultants

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
WITH THE GENERAL REQUIREMENTS APPLICABLE
TO FEDERAL FINANCIAL ASSISTANCE PROGRAMS

To the Honorable Mayor and
Members of the City Council
City of Kinston, North Carolina

We have audited the general purpose financial statements of City of Kinston, North Carolina, as
of and for the year ended June 30, 1991, and have issued our report thereon dated October 4,

1991.

We have applied procedures to test City of Kinston, North Carolina’s, compliance with the
following requirements applicable to its federal assistance programs, which are identified in the
schedule of federal and State financial assistance, for the year ended June 30, 1991:

Political activity

Davis-Bacon Act

Civil rights

Cash management

Relocation assistance and real property management
Federal financial reports

Allowable costs/cost principles

Drug-free workplace

Administration requirements

Our procedures were limited to the applicable procedures described in the Office of Management
and Budget's Compliance Supplement for Single Audits of State and Local Governments. Our
procedures were substantially less in scope than an audit, the objective of which is the
expression of an opinion on City of Kinston, North Carolina’s, compliance with the requirements
listed in the preceding paragraph. Accordingly, we do not express such an opinion.

With respect to the items tested, the results of those procedures disclosed no material instances
of noncompliance with the requirements listed in the second paragraph of this report. With
respect to items not tested, nothing came to our attention that caused us to believe that City of
Kinston, North Carolina, had not complied, in all material respects, with those requirements.




This report is intended for the information of management, the cognizant audit agency, and other
federal and State agencies and the Mayor and City Council. This restriction is not intended to
limit the distribution of this report, which is a matter of public record.

m&d/ade? ¥ e lbers

Greenville, North Carolina
October 4, 1991
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MCGLADREY & PULLEN

Certified Public Accountants and Consultants

INDEPENDENT AUDITOR'S REPORT ON SPECIFIC COMPLIANCE
REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AND
STATE FINANCIAL ASSISTANCE PROGRAMS

To the Honorable Mayor and
Members of the City Council
City of Kinston, North Carolina

We have audited the City of Kinston, North Carolina, compliance with the requirements governing
types of services allowed or unallowed; reporting; cost allocation; special tests and provisions
as listed in the Audit Manual for Governmental Auditors in North Carolina, issued by the Local
Government Commission: and claims for advances and reimbursements that are applicable to
its major federal and State financial assistance program, which is identified in the accompanying
schedule of State financial assistance, for the year ended June 30, 1991. The management of
the City of Kinston, North Carolina, is responsible for the City’s compliance with those
requirements. Our responsibility is to express an opinion on compliance with those requirements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards; Government
Auditing Standards, issued by the Comptroller General of the United States, Office of
Management and Budget Circular A-128, "Audits of State and Local Governments," and the State
Single Audit Implementation Act. Those standards and OMB Circular A-128 require that we plan
and perform the audit to obtain reasonable assurance about whether material noncompliance
with the requirements referred to above occurred. An audit includes examining, on a test basis,
evidence about the City of Kinston, North Carolina compliance with those requirements. We
believe that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed no instances of noncompliance with the
requirements referred to above.

In our opinion, the City of Kinston, North Carolina complied, in all material respects, with the
requirements governing types of services allowed or unallowed; reporting; cost allocation; special
tests and provisions as listed in the Audit Manual for Governmental Auditors in North Carolina,
issued by the Local Government Commission; and claims for advances and reimbursements that
are applicable to its major federal and State financial assistance programs for the year ended

June 30, 1991.




This report is intended for the information of management, the cognizant audit agency, other
federal and State agencies and the Mayor and City Council. This restriction is not intended to
limit the distribution of this report, which is a matter of public record.

)97059@42?_ % e lbe

Greenville, North Carolina
October 4, 1991
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MCGLADREY & PULLEN

Certified Public Accountants and Consultants

INDEPENDENT AUDITOR'S REPORT ON THE SCHEDULE OF
FEDERAL AND STATE FINANCIAL ASSISTANCE

To the Honorable Mayor and
Members of the City Council
City of Kinston, North Carolina

We have submitted, under separate cover, the general purpose financial statements of the City
of Kinston, North Carolina for the year ended June 30, 1991, and our report thereon, dated
October 4, 1991, is as presented in the following three paragraphs.

We have audited the accompanying general purpose financial statements of the City of
Kinston, North Carolina as of and for the year ended June 30, 1991, as listed in the table of
contents. These general purpose financial statements are the responsibility of the City’s
management. Our responsibility is to express an opinion on these general purpose financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. 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 opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all
material respects, the financial position of the City of Kinston, North Carolina as of June 30,
1991, and the results of its operations and the cash flows of its proprietary fund type for the
year then ended, in conformity with generally accepted accounting principles.

in addition to having performed our audit in accordance with generally accepted auditing
standards, we also performed our audit in accordance with the standards for financial audits
contained in the "Government Auditing Standards," issued by the Comptroller General of the
United States.

10




Our audit was made for the purpose of forming an opinion on the general purpose financial
statements of the City of Kinston, North Carolina taken as a whole. The accompanying schedule
of federal and State financial assistance is presented for purposes of additional analysis and is
not a required part of the general purpose financial statements. The information in that schedule
has been subjected to the auditing procedures applied in the audit of the general purpose
financial statements and, in our opinion, is fairly presented in all material respects in relation to
the general purpose financial statements taken as a whole and should be read in conjunction
with those statements and related notes.

/‘770% v e rs

New Bern, North Carolina
October 4, 1991
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CITY OF KINSTON, NORTH CAROLINA

SCHEDULE OF FEDERAL AND STATE FINANCIAL ASSISTANCE
For the Year Ended June 30, 1991

Revenues Expenditures
Federal Grantor/ Federal
Pass-Through Grantor/ CFDA Pass-Through Program or Grantor Grantee Grantor  Grantee
Program Title Number Grantor's Number Award Amount Recognized Contributions Funding Funding
US Department of Housing and Urban Development
Passed Through State Department of Economic
and Community Deveiopment:
Community Development Block Grant Program:
Small Cities Program:
Tiffany Street Project M 14.219 86-C-7220 $ 600,000 $ 3318 $ - $ 4,735 $385115
Thompson Street Project M 14.219 87-C-7537 596,150 56,297 19,932 94,235 -
Harvey Street Project M 14.219 86-C-7720 600,000 243,516 35,548 286,145 -
Passed Through North Carolina Housing Finance Agency:
Rental Rehabilitation Grant - State of North Carolina 14.230 RS855G370108 124,500 160,993 - 169,030 -
Total US Department Of Housing and Urban
Development 1,920,650 464,124 55,480 554,145 385,115
g NC Office of State Budget and Management
State clean water grant appropriation 2,150,000 36,038 - 36,038 -
NC Department of Human Resouices, Division of Health Services
State aid for mosquito control 6,500 6,141 - 6,141 -
NC Department of Transportation
Powell Bill Fund M 659,134 659,134 100,052 659,134 100,052
NC Department of Economic and Community Development
Emergency Shelter Grant 10,147 10,112 - 10,112 -
Main Street Financial incentive Fund -
Council for the Arts 80,000 80,000 - 80,000 -
Main Street Financial Incentive Fund -
Paramount Theater 20,000 - - - -

NC Department of Crime Control and Public Safety
Domestic Violence Program 31,650 27,641 - 27,641 -

$4,878,081 $1,283,190 $155532  $1,373211 $485167

(M) Major program



