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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 
 
 
 
To the Honorable Mayor and  
Members of the Board of Aldermen 
City of New Bern, North Carolina 
 
 
We have audited the basic financial statements of the governmental activities, the business-type activities, 
each major fund, and the aggregate remaining fund information of the City of New Bern, North Carolina, 
as of and for the year ended June 30, 2009, which collectively comprise the City’s basic financial 
statements, and have issued our report thereon dated September 16, 2009.  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 
 
In planning and performing our audit, we considered the City of New Bern’s internal control over 
financial reporting as a basis for designing 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 
City’s internal control over financial reporting.  Accordingly, we do not express an opinion on the 
effectiveness of the City’s internal control over financial reporting.    
 
A control deficiency 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 
misstatements on a timely basis.  A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting principles such that there 
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than 
inconsequential will not be prevented or detected by the entity’s internal control.   
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by the entity’s internal control. 
 
 

 



 

 

Our consideration of the internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control 
over financial reporting that might be 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.  
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the City of New Bern’s financial statements are 
free of material misstatement, we performed tests of its compliance and other matters with certain 
provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts.  However, providing an opinion on 
compliance and other matters 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 management, members of the New Bern 
Board of Aldermen, federal and State awarding agencies, and pass-through entities and is not intended to 
be, and should not be, used by anyone other than these specific parties. 
 
 

 
 
Martin Starnes & Associates, CPAs, P.A. 
September 16, 2009 
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Report On Compliance With Requirements Applicable To Each Major State Program  
And Internal Control Over Compliance In Accordance With Applicable Section  

of OMB Circular A-133 And The State Single Audit Implementation Act 
 
 
 
To the Honorable Mayor and  
Members of the Board of Aldermen 
City of New Bern, North Carolina 
 
 
Compliance 
 
We have audited the compliance of  the City of New Bern, North Carolina, with the types of compliance 
requirements described in the Audit Manual for Governmental Auditors in North Carolina, issued by the 
Local Government Commission, that are applicable to each of its major State programs for the year ended 
June 30, 2009.  The City of New Bern’s major State programs are identified in the summary of auditor's 
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 State programs is 
the responsibility of City of New Bern’s management.  Our responsibility is to express an opinion on the 
City of New Bern, North Carolina's compliance based on our audit. 
 
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; applicable sections of OMB Circular 
A-133 as described in the Audit Manual for Governmental Auditors in North Carolina, and the State 
Single Audit Implementation Act.  Those standards, applicable sections of 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 State program occurred.  An audit includes examining, 
on a test basis, evidence about the City of New Bern’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 
City of New Bern's compliance with those requirements. 
 
In our opinion, the City of New Bern complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major State programs for the year ended June 30, 2009.   
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Internal Control over Compliance 
 
The management of the City of New Bern is responsible for establishing and maintaining effective 
internal control over compliance with the requirements of laws, regulations, contracts and grants 
applicable to State programs.  In planning and performing our audit, we considered the City of New 
Bern's internal control over compliance with requirements that could have a direct and material effect on 
a major State program in order to determine our auditing procedures for the purpose of expressing our 
opinion on compliance, 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 City’s 
internal control over compliance. 
 
A control deficiency in the City’s internal control over compliance 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 non-compliance with a type of compliance requirement of a State program 
on a timely basis.  A significant deficiency is a control deficiency, or combination of control deficiencies, 
that adversely affects the City’s ability to administer a State program such that there is more than a remote 
likelihood that non-compliance with a type of compliance requirement of a State program that is more 
than inconsequential will not be prevented or detected by the City’s internal control.  
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
State program will not be prevented or detected by the City’s internal control.  
 
Our consideration of the internal control over compliance was for the limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in the City’s internal 
control that might be 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 management, members of the New Bern 
Board of Aldermen, federal and State awarding agencies, and pass-through entities and is not intended to 
be, and should not be, used by anyone other than these specific parties. 
 

 
 
Martin Starnes & Associates, CPAs, P.A. 
September 16, 2009 
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CITY OF NEW BERN, NORTH CAROLINA 

 
SUMMARY OF FINDINGS, RESPONSES AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 
 
 

Summary of Auditors' Results 
 
 
Financial Statements 
 
Type of auditors’ report issued Unqualified 
 
Internal control over financial reporting: 
• Material weakness(es) identified No 
 
• Significant deficiency identified that are not 
 considered to be material weaknesses No 
 
Non-compliance material to financial statements noted No 
 
 
 
State Awards 
 
Internal control over major State programs: 
• Material weakness(es) identified No 
 
• Significant deficiencies identified that are not 
 considered to be material weaknesses No 
 
Type of auditors’ report issued on compliance for major  
State programs  Unqualified 
 
Any audit findings disclosed that are required to be  
reported in accordance with the State Single Audit 
Implementation Act No 
 
Identification of major State programs: 
 
 
 
Program Name 
 
Powell Bill 
Clean Water Trust Grant 
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CITY OF NEW BERN, NORTH CAROLINA 

 
SUMMARY OF FINDINGS, RESPONSES AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 
 
 

 
Financial Statements Findings 
 
None reported 
 
Federal Award Findings and Questioned Costs 
 
None reported 
 
State Award Findings and Questioned Costs 
 
None reported 
 
 

104



CITY OF NEW BERN, NORTH CAROLINA

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED JUNE 30, 2009

Federal State
CFDA Grantor Federal State Local

Program Name Number Number Expenditures Expenditures Expenditures
U.S. Department of Justice:
Bureau of Justice Assistance: Direct Programs
  2006 Justice Assistance 16.738 2006-DJ-BX-0461 8,656$             -$                     171$                
  Bulletproof Vest 16.607 OMB-1121-0235 3,797               -                       3,797               

U.S. Department of Homeland Security:
Federal Emergency Management Agency
Passed through N.C. Department of Crime Control
and Public Safety
  Staffing for Adequate Fire & Emergency Response 97.044 EMW-2006-FF-04218 296,272           -                       288,513           

Passed through Division of N.C. Homeland Security
  Intelligence/Info Sharing Center 97.074 2006-GE-T6-0010 60,601             -                       -                      
  Intelligence/Info Sharing Center 97.074 2007-GE-T7-0048 44,908             -                       7,881               

U.S. Department of Agriculture
Passed through N.C. Department of Health and
Human Services
  Nutrition Services Branch
    Summer Food Services Program 10.559 8386 13,420             -                       (4,136)             

National Park Service:
Passed through N.C. Department of Cultural 
Resources
  2007 Historic Preservation Grant 15.904 3,000               -                       2,000               

Department of Environment & Natural Resources
Division of Environmental Health
Public Water Supply Section
  Clean Water Trust Grant HLRXF040994 -                       18,400,566      520,968           

Division of Parks and Recreation
  N.C. Parks & Recreation Trust Fund (PARTF) P08079 -                       -                       22,720             

Division of Water Quality
  Clean Water Management Trust Fund 2007-711 -                       -                       57,329             

Division of Coastal Management
  Morgan Park Neighborhood Access S07017 -                       67,585             (29,894)           
  CAMA Regional Land Use Plan Phase II 1007 -                       13,300             7,600               
  Pollock Street Access Project 905 -                       -                       2,284               
  Queen Street Access Project 906 -                       -                       5,880               

Division of Soil & Water Conservation
  N.C. Community Conservation Program 25-08-503-09 -                       563                  188                  
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CITY OF NEW BERN, NORTH CAROLINA

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED JUNE 30, 2009

Federal State
CFDA Grantor Federal State Local

Program Name Number Number Expenditures Expenditures Expenditures

Department of Crime Control & Public Safety
Division of Governor's Crime Commission
  Craven County Gang Task Force 025-1-06-001-BN-025 -                       4,506               1,502               

Department of Transportation
  Powell Bill -                       824,445           -                      
  Traffic Enforcement & Management Unit PT-08-03-04-34 -                       1,333               (181)                
  Bicycle & Pedestrian Planning Grant 37309.1.1 -                     23,625             10,125            

Total Federal Expenditures 430,654$        
Total State Expenditures 19,335,923$    
Total Local Expenditures 896,747$        

Note 1 - Basis of Presentation
The accompanying schedule of expenditures of federal and State awards includes the federal and state grant
activity of the City of New Bern and is presented on the modified accrual basis of accounting.  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.  Therfore, some 
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of the basic
financial statements.

Note 2 - Loans Outstanding
The City of New Bern had the following loan balances outstanding at June 30, 2009.  These loan balances
outstanding are also included in the state expenditures presented in the schedule.

Pass-through
Federal Grantor's Amount

Program Title CFDA # Number Outstanding
Clean Water Trust Grant N/A N/A 26,701,680$    
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